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CLOSING OF THE 2023 ACCOUNTS AND EXAMINATION OF THE FINANCIAL STATEMENTS

Reference texts / Article 223-1 of the AMF General Regulation

These recommendations are primarily aimed at companies that prepare their financial statements in accordance
with IFRS (IAS Regulation No. 1606/2002 of the European Union).

The task of drafting and interpreting international accounting standards is the exclusive responsibility of the IASB
and the International Financial Reporting Interpretations Committee (IFRS IC). To comply with IFRS, a company
must apply the decisions of the IFRS IC as soon as reasonably possible, whilst having sufficient time to implement
any resulting changes in accounting principles.

The AMF, like ESMA and other regulators, identifies before each year-end the accounting and financial issues that
appear to be important for listed companies, including their audit committees and statutory auditors. The AMF
contributes to protecting investors and ensuring that they are properly informed by means of high-quality
accounting and financial information.

Some of the recommendations below require companies to provide descriptions or explanations in their financial
statements. As these are specific aspects of the standards, the subjects covered will not apply to all companies and
the level of information will be adapted to the relative importance of the subject.

ESMA has identified common priorities at European level® related to the preparation of the 2023 annual financial
statements:
- Regarding the 2023 financial statements:
e The link between climate risks and financial statements,
o The effects of the macroeconomic context,
- Regarding sustainability information:
e The information provided under the taxonomy article 8,
e Greenhouse gas emissions, particularly from Scope 3,
e The objectives, actions and progress made by companies in limiting emissions,
- Reminders on alternative performance measures and the ESEF format.
These AMF recommendations incorporate the ESMA recommendations on financial aspects. In some cases, the
AMF has adapted the topics to the specific French context. References are made to the ESMA document to
facilitate the link between the two documents.
A free French translation of the ESMA recommendations on sustainability is available on the AMF website?.
Companies are also invited to refer to the AMF publications on the "Article 8" taxonomy for 20223 and 2023,
scheduled for publication in November 20234,

1 https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-193237008-1793 2023 ECEP Statement.pdf

2 To be published

3 https://www.amf-france.org/fr/actualites-publications/actualites/reporting-taxonomie-article-8-des-societes-publication-par-la-
commission-europeenne-de-foires-aux

4 https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases/amf-publishes-second-educational-report-taxonomy-
reporting-listed-companies
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1. RECOMMENDATIONS FOR THE CLOSING OF THE 2023 FINANCIAL STATEMENTS

1.1. Specific points for attention related to new standards or regulations
1.1.1. IFRS 17 on insurance contracts comes into force

The first-time application, on 1 January 2023, of IFRS 17 Insurance Contracts and, for some, IFRS 9 Financial
Instruments has had a significant impact on the financial statements and other financial information of insurers
and bank insurers.

The AMF emphasises the importance of the disclosures required to enable readers of the financial statements to
understand the impact of the entry into force of the standard, as well as the analyses and assumptions used to
facilitate comparability between institutions.

As this is the first-time application®, entities will provide detailed information to enable an assessment to be made
of the impact of applying IFRS 17 and, where applicable, IFRS 9, compared with previous accounting policies (i.e.
material items changed, nature of material adjustments by type).

The AMF also emphasises the usefulness of information for the readers of the financial statements on the
judgements and assumptions used, in particular to facilitate comparability between institutions.

In this respect, as recommended in the ESMA Statement on transparency in the implementation of IFRS 175,
detailed information is useful, particularly on:

- Classification of contracts according to the accounting model used;

- Thelevel of aggregation of insurance contracts;

- Estimates: methods for determining discount rates (distinguishing between risk-free rates and levels of
illiquidity premiums applied, for example, by main maturity), methodology for calculating non-financial
risk (e.g. technique, calibration and diversification used), identification of hedging units and methodology
for recognising CSM, particularly on direct participating contracts;

- The main assumptions used that may have a material impact on the estimate of future cash flows to
enable users of the financial statements to assess the impact of insurance policies on the financial
statements (balance sheet, income statement and cash flows);

- The main options chosen by the company (e.g. exemption on annual cohorts, use of risk mitigation, use
of the breakdown of net insurance financial income);

- Thetransition method chosen for each type of insurance contract portfolio and the reasons for this choice.

The IFRS IC has published two decisions on accounting for insurance premiums received by an intermediary’ and
multi-currency insurance contracts®. In view of the importance of the judgement and the possible accounting
differences on these two subjects, the IFRS IC has indicated in these two decisions the information required in the
notes when these subjects are significant.

In addition, the AMF stresses the importance of explaining the impacts of the first-time application of these
standards on segment reporting in accordance with IFRS 8, particularly if the issuer has chosen to isolate certain
impacts outside its insurance segment. In this case, in order to ensure comparability between institutions,
companies are asked to quantify and detail each restatement made (in both segments that are concerned).

Lastly, with regard to the alternative performance measures (APM) presented by insurers and bank insurers, and
pursuant to AMF Position DOC-2015-12, the AMF reiterates that a detailed reconciliation of the APM with the item

5 For companies applying the standard on 1 January 2023, the transition date is 1 January 2022

6 Refer to the ESMA Statement on transparency in the implementation of IFRS 17
https://www.esma.europa.eu/sites/default/files/library/esma32-339-208 esma public _statement on implementation of ifrs 17.pdf as
well as the French translation available on the AMF website (https.//www.amf-france.org/sites/institutionnel/files/private/2022-
05/traduction libre_amf statement esma-ifrs 17.pdf) and IFRS 9

7 https://www.ifrs.org/news-and-events/updates/ifric/2023/ifric-update-september-2023

8 https://www.ifrs.org/news-and-events/updates/ifric/2022/ifric-update-september-2022/#1
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in the financial statements for the corresponding period must be disclosed and that the APM must not be
presented more prominently than the measures displayed in the financial statements. In addition, new APMs must
be relevant and reliable, and their name must reflect their content.

1.1.2. Entry into force of the amendment to IAS 12 relating to international tax reform

In December 2022, the European Union published Directive 2022/2523 to implement the OECD tax reform. This
directive must be transposed by 31 December 2023 and will apply, for the most part, from 1 January 2024. The aim
of these rules is to ensure that large multinational companies pay a minimum tax on profits generated in each of
the jurisdictions in which they operate.

In this context, the IASB has published an amendment to IAS 12 "International Tax Reform—Pillar Two Model
Rules", applicable for accounting periods beginning on or after 1 January 2023, which introduces a mandatory
temporary exemption from the recognition of deferred tax assets or liabilities relating to this minimum tax. A
similar amendment is in the process of being approved under French standards.

During the period when the law is not yet in force, companies provide known and reasonable information on the
expected effects or, in cases where such information is not available, the progress of the company's work to
determine the effects of the reform. When the law comes into force, this amendment will require the separate
presentation of Pillar Two expenses.

The AMF reminds the groups concerned of the importance of the information required in the notes to the financial
statements. In addition, if a company can already determine that it will not have a material impact (i.e. an
additional tax that is not material), it is also useful to indicate this.

In explaining the relationship between tax expense or income and accounting profit, detailed and specific
information, for example by tax jurisdiction, on the basis for calculating the significant applicable tax rate(s) (IAS
12.81(c)) is also important to enable readers to gain a better understanding of the tax rates to which the group is
subject.

Groups will also ensure that their other financial information is consistent with the information presented in the
financial statements.

Lastly, the AMF points out that the first current taxes arising from this reform will have to be recognised as from
2024, in accordance with IAS 12.46 and presented separately (see paragraph 88E of the amendment).

1.1.3. Amendmentto IAS 1

An amendment to IAS 1 - Disclosure of Accounting Policies is applicable from 1 January 2023. This amendment
clarifies that only material information is required in the financial statements and that the factors that help to
determine whether an accounting policy can be considered material are the exercise of judgement, the use of
significant assumptions or the combined application of several standards. In this context, the IASB's Practice
Statement can also help in the process of determining whether or not a subject is material.

The AMF reiterates the importance of continuing to focus on the relevance of the information provided in the
financial statements and therefore of adapting the description of the accounting policies to reflect those actually
applied by the company, rather than providing general information that is not applicable to the company in some
cases. Consistency between the information disclosed in the financial statements and the other elements of the
communication is also key (e.g. sales typologies).

1.1.4. Pension reform

The pension reform law promulgated in April 2023 stipulates, among other things, that the retirement age will be
gradually raised from 1 September 2023 to reach 64 in 2030. This law also provides for an increase in the
contribution period required to qualify for the full rate to 43 years from 2027 (instead of 2035) and the abolition
of certain special schemes for new employees (gas and oil industry, etc.). By increasing the retirement age and
lengthening the contribution period, this law has a potentially material impact, particularly on early retirement
plans.
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From an accounting perspective, the effects of this reform are considered to be a plan amendment within the
meaning of IAS 19.103 and must therefore be recognised as a past service cost to be recognised immediately in
profit or loss at the date of amendment (i.e. 15 April 2023). For the companies significantly concerned, an
explanation of the effects seems relevant.

1.1.5. Modernisation of financial statements in accordance with French standards

On 4 November 2022, the Autorité des Normes Comptables (French Accounting Standards Authority) adopted
Draft Regulation No. 2022-06 amending the general chart of accounts with a view to modernising the financial
statements.

The main changes include a new definition and presentation of exceptional income, the elimination of the expense
transfer technique and the modernisation of the chart of accounts.

The regulation will apply from 1 January 2025, with the restatement of comparative information. As soon as it is
approved, and if they so wish, companies will be able to apply it in advance.

1.2. Climate change impacts and corporate commitments

Expectations about the financial impact of both the effects of climate change and companies' commitments to

address it are growing. The 1ASB has begun work on how to help companies provide better information about

climate change in their financial statements, in keeping with the publication of its Educational Material in July

2023°.

In its 2021 and 2022 recommendations, the AMF had already addressed this subject, with topics that are still

relevant today, including:

- Involvement of governance bodies in the financial impact assessment process,

- Impairment tests,

- The connectivity between financial and non-financial information, particularly in relation to commitments
made in terms of contribution to net zero emissions targets.

Furthermore, in this context, companies are invited to read the Overview of the information provided in the 2021
financial statements on the effects of climate change and the commitments made by companies published by the
AMF in November 2022 and the ESMA report The Heat is On: Disclosure of Climate-Related Matters in the
Financial Statements published in October 2023, The report presents 22 examples of how a sample of European
companies have disclosed the effects of climate change and their commitments in their accounts, in the context of
key judgements for the financial year, impairment tests, provisions and accounting for greenhouse gas quotas.

1.2.1. Consistency and mutually compatible assumptions in companies' communication of analyses and impacts

Once again, the AMF has noted an increase in the qualitative and quantitative information provided by companies
on their analysis of the financial effects of climate change and the commitments they have made to reduce CO2
emissions. Indeed, listed companies are committed to providing information that is increasingly specific to their
business.

However, the AMF notes that, in some cases, it is still difficult to understand how the company has accurately
reflected its commitments or exposure to climate change in its current or future performance. In fact, the
information provided is often limited to stating that climate change and the company's commitments have been
taken into account, sometimes with some information on the financial items affected (cash flow, R&D expenditure)

9 https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-
statements.pdf
10 https://www.amf-france.org/sites/institutionnel/files/private/2022-11/2022 Panorama%20Climat%202022 vdef%20clean%200311.pdf
11 https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041 Report -

Disclosures of Climate Related Matters in _the Financial Statements.pdf

Document created on 26 October 2023 5/26


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2022-11/2022_Panorama%20Climat%202022_vdef%20clean%200311.pdf
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA32-1283113657-1041_Report_-_Disclosures_of_Climate_Related_Matters_in_the_Financial_Statements.pdf

AUTORITE
DES MARCHES FINANCIERS

AIMXIF

AMF Recommendation - DOC-2023-09 - Closing of the 2023 accounts and examination of the financial statements

and often with an explicit statement that the analyses have not identified any impacts related to climate change
and the commitments made. This conclusion is rarely supported by explanations that allow the reader to
understand the analyses carried out and how the company came to the conclusion that its commitments were not,
to date, likely to have a financial impact (timeframe of the analysis, scope of the commitments included or
excluded, external sources used, explanation of the lack of materiality of the increase in the price of CO2, etc.)2.

Recommendation

The AMF recommends that the accounting policies, judgements and assumptions used in making estimates should
be explained in order to provide a clear picture of how a company's climate change risks and commitments have
been individually considered in the preparation of the financial statements.

It is important that companies ensure consistency between the financial statements and the other elements of
communication on their climate change commitments, including greenhouse gas emission reductions and
decarbonisation plans.

See ESMA Section 1, Priority 1 Climate-related issues, consistency between IFRS financial statements and non-financial information, paragraph
1

For example, companies will be able to link the financial statements to the information provided elsewhere on
planned investments, asset disposals, transition plans such as the costs and investments incurred and estimated
to achieve their targets, the analysis horizon used, and how they intend to achieve these greenhouse gas reduction
commitments (purchase or allocation of CO2 credits, process changes, etc.).

1.2.2. Impairment tests

The 2022 AMF and ESMA recommendations already mention taking climate change into account in impairment
testing®3.

The AMF noted that some companies provided more precise and quantified information, in particular on the
warming scenarios used and the CO2 price assumptions used in the cash flows (this information is sometimes
accompanied by medium- and long-term price assumptions beyond the duration of the business plans, as well as
the external sources used to determine them). The AMF also encountered several cases where cash flow
projections were extended a few years beyond the business plan in order to take into account the effects of
greenhouse gas reduction or carbon neutrality trajectories. Finally, some companies disclose the amount of
investments or development costs related to climate change and commitments made that are included in the cash
flow projections for impairment testing.

Recommendation

The AMF is alerting the companies concerned to the need to continue disclosing the impacts (positive and negative)
of climate change and the commitments made in the impairment tests. In this respect, the AMF recommends that
the financial statements should indicate precisely how these factors have been taken into account, particularly in
the operational assumptions.

More specifically, the AMF recommends that the companies concerned consider the existence of new key
assumptions, such as changes in the energy mix or the cost of greenhouse gas quotas, and, where appropriate,
disclose these key assumptions and the sources used to calculate them. Where scenarios are used to determine
key assumptions, the AMF also encourages companies to mention them and explain the analysis carried out.
Companies should ensure that the assumptions used in the impairment tests are consistent with the information
provided in other communications on climate change commitments and explain any discrepancies.

The AMF also recommends that these new key assumptions and scenarios be taken into account in any sensitivity
analyses presented in the financial statements.

12 See also decision 0123/08 in extract 27 of ESMA decisions. https.//www.esma.europa.eu/sites/default/files/2023-03/ESMA32-63-
1465 27th Extract from the EECS%27s Database of Enforcement.pdf
13 See also Decision 0123/07 in extract 27 of ESMA decisions. https://www.esma.europa.eu/sites/default/files/2023-03/ESMA32-63-
1465 27th Extract from the EECS%27s Database of Enforcement.pdf
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If the business plans used to assess the impact of climate change and the commitments made are expanded
(additional capex, reduced or increased sales, etc.), the AMF recommends that companies explain the assumptions
used and how they were developed. More generally, information on how these impacts are taken into account
beyond the business plan (e.g. in the terminal value) is useful for readers.

See ESMA Section 1, Priority 1 Climate-related matters, Impairment of non-financial assets and consistency between IFRS financial statements
and non-financial information paragraph 2

Lastly, in some sectors or companies, the increased financial impact of climate change and the commitments made
are likely to give rise to new indications of impairment, leading to impairment tests being carried out at the level
of cash-generating units or individual assets (for example, because of the shorter timeframe for replacing
equipment that is incompatible with climate constraints).

Recommendation

The AMF recommends that companies analyse whether climatic phenomena, increased regulation and costs
relating to greenhouse gas emissions, changes in consumer behaviour, etc. are likely to constitute impairment
indicators for all or part of their cash-generating units or assets. Where this is the case, the AMF invites them to
complete their financial statements.

See ESMA Section 1, Priority 1 Climate-related matters, Impairment of non-financial assets paragraph 1

1.2.3. Green energy supply contracts

Against the backdrop of an increasing number of green energy supply agreements and growing corporate
communication on these issues, the main characteristics and effects of significant Power Purchase Agreements
(PPA) and Virtual Power Purchase Agreements (VPPA) are rarely disclosed in the financial statements, even though
these contracts and the related accounting analysis can vary significantly from one contract to another. Similarly,
in some cases there is an imbalance between the information disclosed in the financial statements on companies'
implementation of green energy contracts and the extensive information presented in other communications
made by companies and.

It should be noted that in July the IASB decided to undertake a research project on the application of own use for
PPAs and hedge accounting for VPPAs.

Recommendation

The AMF recommends that companies that make significant use of Power Purchase Agreements (PPA) and Virtual
Power Purchase Agreements (VPPA) should disclose their main characteristics (volume of electricity purchased,
duration of supply, objectives, guaranteed minimum, etc.), as well as the accounting treatment applied
(consolidation, for example, in the case of an ad hoc structure, leasing, for example, in the case of the purchase
of the entire production of the entity, then analysis of the existence of a financial instrument).

For VPPAs to which IFRS 9 applies because there is no physical delivery of electricity, the AMF recommends,
among other things, specifying if the derivative has been hedged and the accounting method applied to the
related guarantees, if applicable.

With regard to PPA, the AMF recommends explaining the analysis performed, taking into account the specific
characteristics of each contract, whether they are accounted for as derivatives or as purchases for own use.

The AMF recommends that companies should disclose the commitments (term, volume and price) arising from
supply contracts recognised as own use under the exemption in IFRS 9.2.4.

Lastly, the AMF stresses the importance of consistency between financial statements and other communication
media.

See ESMA Section 1, Priority 1 Climate-related matters, Power Purchase Agreements

1.2.4. CO2 allowances and other carbon emissions

Against a backdrop of declining free CO2 quotas and rising prices per tonne of CO2, a growing number of companies
are likely to have a significant impact on their financial statements. In the absence of IFRS accounting standards on
the recognition of greenhouse gas emission allowances, energy saving certificates (ESC) and, more generally,
emission rights used in voluntary offsetting mechanisms, companies apply accounting policies that may vary. The
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General Chart of Accounts contains provisions on the accounting for greenhouse gas emission allowances and
similar units that may be useful to companies considering IFRS accounting in the absence of specific provisions.

In some cases, companies may have a shortage of allowances and be obliged to purchase emission rights, in which
case they will have to record provisions.

Recommendation

The AMF recommends that significantly affected companies disclose the accounting method used for greenhouse
gas emission allowances and energy saving certificates and, where applicable, the main characteristics of the
instruments by jurisdiction.

The AMF also recommends disclosing the related impact on their financial statements, both on the balance sheet
(assets, provisions, etc.) and on the income statement. In the event of a material impact, information on the
principal jurisdictions involved may be relevant.

The AMF encourages companies to establish a link between the information disclosed in the financial statements
and the non-financial statements (including the Declaration of Extra-Financial Performance), in particular with
regard to emission volumes and allowances.

See ESMA Section 1, Priority 1 Climate-related matters, Accounting for trading schemes and renewable energy certificates
For example, companies will be able to provide quantitative information on CO2 emission allowance credits and
energy saving certificates owed, held, consumed and sold.

1.2.5. Financing indexed to sustainability criteria (financial institutions)

In the current context, more and more companies are using financing linked to sustainability criteria, but little
information is currently available from banks. The remuneration that financial institutions receive for this type of
financing raises the question of its classification as a basic loan ("SPPI") and therefore its classification and
valuation. The IASB has published a draft amendment to IFRS 9, the purpose of which is to clarify the analysis to
be carried out to meet the basic lending criteria, and which may help in the analysis of financing indexed to
sustainability criteria.

Recommendation

Pending the finalisation of the amendment to IFRS 9 - Financial Instruments, which should clarify the application
of the basic lending criteria and thus the accounting treatment of financing linked to sustainability criteria, the AMF
urges financial institutions to provide more information on such financing in their financial statements.

For example, financial institutions are encouraged to specify the total amount granted for financing indexed to
sustainability criteria, the main types of sustainability criteria linked to this financing and the variability induced by
these criteria on contractual cash flows.

Lastly, the AMF recommends that the financial statements should disclose the main judgements made by financial
institutions in determining whether or not the definition of a basic loan is met.

See ESMA Section 1, Priority 1 Climate-related matters, Specific considerations for financial institutions

1.2.6. Further thoughts on connectivity: revenue and segment reporting

For some companies, their climate targets and trajectories may already have an impact on the way they do
business: exit or divestment from certain sectors, significant investment in new activities, etc. Similarly, the
performance of the different segments may change (changes in consumer behaviour, changes in margins due to
additional costs related to, for example, financing or greenhouse gas emission quotas).

Recommendation

If companies' financial disclosures change as a result of their exposure and path in terms of sustainability, the AMF
urges them to consider the potential impact on segment reporting.
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In addition, in the case of segment aggregation, the significantly affected companies are also asked to ensure that
the aggregation criteria continue to be met, in particular with regard to similar economic characteristics4, similar
products, customers or regulatory environment.

Furthermore, the development of detailed sustainability information may lead some companies to produce new
revenue breakdowns.

Recommendation

In the case of further disaggregation of revenues provided in the company's other communications, the AMF would
like to point out that such disaggregation may also be required in the financial statements in accordance with IFRS
15.114-115.

1.3. Macroeconomic conditions
1.3.1. Fair value of investment property

Where investment property is measured at fair value, IFRS 13.93(d) requires a description of the techniques and
inputs used in measuring fair value classified in Level 2 or Level 3 of the fair value hierarchy and, for fair values
classified in Level 3, quantitative disclosures about significant unobservable inputs used.

In the course of its examinations, the AMF noted a relative consistency in the nature of the assumptions used by
property companies: rate of return, market rental value, rent per m? rental growth rate, discount rate,
capitalisation rate, and other assumptions to a lesser extent.

Based on a sample of 14 real estate companies listed on the French regulated market and using the fair value
model, the AMF notes that:

- Some assumptions may have specific features. For example, depending on the issuer, the rate of return
used may be described as the sale rate, gross or duty-free rate of return, exit rate of return, potential rate
of return, and so on. Similarly, the capitalisation rate is either an initial rate or an exit rate;

- Assumptions may not be clearly defined (or even not defined at all);

- Itis not always easy to establish the link between the methods used by the issuer and the assumptions
described (i.e. which assumptions are linked to which method).

Recommendation
In the case of investment property carried at fair value for material amounts, the AMF recommends that the
valuation techniques used should be described, taking care to explain, by valuation method, the key
assumptions used and any changes in techniques and key assumptions.

The AMF also recommends that the companies concerned clearly define all the key assumptions used to
determine the fair value of investment property, given the variety of possible names for these assumptions.

See ESMA Section 1, Priority 2 Macroeconomic environment, Fair-Value measurement and disclosures, fair value of investment properties,

paragraph 1

In our sample, a majority of property companies present cross-assumptions with a geographical breakdown and/or
by asset class. In addition, some issuers may present key assumptions in the form of ranges (e.g. minimum /
average / maximum) and weighted averages. However, while all property companies use at least two different
valuation techniques, a quarter present only one or two key assumptions.

14 See Decision 0123-02 of the ESMA Decision extract 27: https.//www.esma.europa.eu/sites/default/files/2023-03/ESMA32-63-
1465 27th Extract from the EECS%27s Database of Enforcement.pdf
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For example, some property companies do not disclose the discount rates used, even though their valuations are
based on discounted cash flows, or do not disclose the capitalisation rates used, even though the valuations were
based on capitalisation of income.

Recommendation
In accordance with IFRS 13.93(d), the AMF recommends disclosure of all key assumptions used to determine
the fair value of investment property, consistent with the valuation technique(s) used.
The AMF recommends that companies consider the granularity of the presentation of the key assumptions used
according to their business models: by asset class and/or by geographical area (region or country), whether or
not cross-referenced.

See ESMA Section 1, Priority 2 Macroeconomic environment, Fair-Value measurement and disclosures, fair value of investment properties,
paragraph 1

For example, for companies using relatively wide ranges of assumptions, it may be useful to also present a weighted
average and/or additional disaggregations. Conversely, if only a weighted average is presented, it may be useful to
add ranges.

Climate change, and in particular new energy regulations, will require landlords to renovate their properties, which
could have a negative impact on the value of their assets.

Recommendation
The AMF recommends that the companies concerned consider the most appropriate way of reflecting climate
change and regulatory constraints in the valuation of investment properties (cash flows, discount rate, growth
rate and, more generally, terminal value) and indicate how these risks have been taken into account in the
financial statements.

See ESMA Section 1, Priority 2 Macroeconomic environment, Fair-Value measurement and disclosures, fair value of investment properties,
paragraph 4

The AMF notes that all the property companies in the sample provide a sensitivity analysis of the fair value of
investment property classified as Level 3 in accordance with IFRS 13.93(h). However, by way of example, half of
our sample reports a sensitivity analysis based on a single key assumption, although some companies use a multi-
criteria valuation approach based on several key assumptions reported (between 2 and 5 key assumptions
reported).

Furthermore, in the current macroeconomic environment, the increased volatility of certain assumptions is not
always reflected in the range used by issuers for their sensitivity analyses.

Recommendation
The AMF recommends that companies present sensitivity analyses for all key assumptions used to measure the
fair value of investment property.

The AMF also recommends that companies consider broadening the sensitivity ranges to take into account
variations that are considered reasonably possible in light of current macroeconomic conditions.

See ESMA Section 1, Priority 2 Macroeconomic environment, Fair-Value measurement and disclosures, fair value of investment properties,
paragraph 3

The AMF notes that almost half the sample uses a method based on comparable transactions for valuing
investment property (market approach) in conjunction with one or two other valuation methods.

With the current downturn in property market activity, information on comparable transactions in more recent
periods may be more limited and prices observed in the past may no longer reflect the current macroeconomic
environment.

Recommendation
Where investment property is valued using the market approach, the AMF recommends that companies ensure
that the assumptions used are appropriate in terms of the volume and comparability of the transactions

Document created on 26 October 2023 10/26



AUTORITE
DES MARCHES FINANCIERS

AIMXIF

AMF Recommendation - DOC-2023-09 - Closing of the 2023 accounts and examination of the financial statements

involved and that they consider the weighting of this method in relation to other valuation methods when
determining fair value.

See ESMA Section 1, Priority 2 Macroeconomic environment, Fair-Value measurement and disclosures, fair value of investment properties
paragraph 2
1.3.2. Going concern, liquidity and debt

1.3.2.1. Going concern
Given the continuing economic difficulties in certain sectors and the phasing out of various government support
schemes, the information provided on key judgements about the going concern basis remains important.

In January 2021, the IASB published an educational document summarising the IFRS provisions and IFRS IC
decisions relating to going concern®®, which is still relevant today.

Within this framework, specific information is provided on the situation and analysis justifying the maintenance of
the going concern principle (implementation of restructuring or rescue plans, new financing, available credit lines,
etc.) in the case of companies facing a risk to their existence. Similarly, where the absence of significant uncertainty
over the going concern assumption has required the company to exercise a judgement, this is disclosed in the
financial statements.

Recommendation
The AMF recommends that the companies concerned pay particular attention to the disclosures on going
concern uncertainties (IAS 1.25 and 26) that justify the going concern principle, including in cases where the
absence of material uncertainties has required the company to exercise judgement.
The AMF also recommends ensuring consistency between the information presented in the financial statements
and in the management report on liquidity risk.
For example, companies will provide qualitative and quantitative information on the feasibility and effectiveness
of planned measures and plans, such as new financing or asset disposals. They may also present a finer granularity
of liability maturities, in particular expected maturities of less than one year.

Meanwhile, the statutory auditors draw the appropriate conclusions from these analyses and report on them in
their audit report.

1.3.2.2. Information on debt and liquidity

At atime when access to financing is becoming more difficult as interest rates rise, users of the financial statements
expect detailed information on the Group's liquidity and debt situation.

IFRS 7.39, as detailed in IFRS 7.B10A to B11F, requires the presentation of an analysis of the contractual maturities
of non-derivative and derivative financial liabilities and a description of how the entity manages the liquidity risk
inherent in those liabilities, including information about the existence of:

- Financial assets that are readily convertible to known amounts of cash or that generate sufficient cash

flows to meet expected cash outflows,

- Lines of credit and other credit facilities available to the company to meet its liquidity needs,

- Early redemption clauses®® in the event of non-compliance with certain covenants.
The AMF notes that IFRS 7.B11D requires financial liabilities to be analysed by maturity on the basis of
undiscounted contractual cash flows.

As indicated in the section on its examinations (see below), the AMF stressed the importance of disclosing all
material liabilities and the characteristics of outstanding borrowings.

Recommendation

15 JASB - January 2021 - Going concern, a focus on disclosure
16 See Amendment to IAS 1, applicable from 1 January 2024, which clarifies the circumstances in which a financial liability must be reclassified
as current and adds certain disclosures in the notes to the financial statements
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The AMF recommends that companies continue their efforts to improve transparency with regard to liquidity
risk. It would be particularly useful to present detailed information on all significant debts (including lease
liabilities) and their characteristics (amount, currency, type of rate, interest rate and indexation where
applicable, in particular), renegotiations of significant debts carried out during the period and their accounting
treatment, as well as bank covenants (where applicable, moratoria obtained) and any restrictions on the use of
assets. It would also be useful to present the areas of uncertainty relating to the possible raising of future
financing where this has a material impact on the assessment of liquidity risk.

In cases where there is little room for manoeuvre in the covenants that must be complied with at the balance
sheet date, the AMF recommends that companies disclose this information in order to highlight the risk
involved.

The AMF also stresses the importance of adapting the maturity of financial liabilities to the specific
characteristics of the company's instruments and of presenting them on the basis of undiscounted contractual
cash flows (i.e. including interest in particular).

See ESMA Section 1, Priority 2 Macroeconomic environment, refinancing and other financial risks, Increase in interest rates and impact on
(re)financing paragraph 4, liquidity risk paragraph 1,

Some companies use factoring and/or reverse factoring to meet their short or long term funding and cash flow
needs.

The AMF has examined the disclosures on factoring transactions in the 2022 annual financial statements of CAC 40
and Next 20 companies. The following points emerge, which are consistent with the recommendations made in
our examinations (see below):
e  Almost 40% use factoring, which is deconsolidated in 75% of the cases;
e The total amount of the programmes and the amounts derecognised are disclosed in all cases, but other
information (cost, duration of programmes, geographical areas) is almost never provided;
e The analysis used to conclude that virtually all the risks and benefits have been transferred is provided in
less than half the cases;

Recommendation

The AMF recommends that companies significantly involved in factoring or any type of sale of receivables
agreement (Dailly, securitisation, etc.) disclose the main characteristics and amounts of the programmes (amount
of receivables transferred, amount of receivables derecognised, impact on the financial statements, etc.).

In this respect, the AMF recommends, in particular, that the analysis that led to the conclusion that receivables
should or should not be derecognised be presented together with the analysis of the transfer of substantially all
risks and rewards.

See ESMA Section 1, Priority 2, Macroeconomic environment, refinancing and other financial risks, liquidity risk paragraph 3

Reverse factoring transactions raise the question of how to present and classify this type of transaction in the
balance sheet and cash flow statement. As a reminder, in its December 2020 decision?’, the IFRS IC specified that
liabilities arising from reverse factoring should be presented on the same line as trade payables only if the liability
in question is similar in nature and function to trade payables, and that they should be presented on a separate
line if, due to their amount, nature or function, such presentation makes it possible to understand the entity's
financial position.

The IFRS IC also indicated that balance sheet classification was a relevant indicator of cash flow statement
classification. Lastly, the IFRS IC emphasised the importance of the disclosures to be made in the financial
statements about these transactions in terms of liquidity risk, the key judgements made during the period and the
effect on the financial statements.

17 https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-decisions/2020/supply-chain-financing-arrangements-reverse-
factoring-december-2020.pdf
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Recommendation

The AMF recommends that materially affected companies describe the main features of their supplier financing
agreements, in particular the amounts of debt included in these agreements, the accounting analysis used for
presentation purposes (balance sheet and cash flow statement) and the significant judgements made in this
analysis.

See ESMA Section 1, Priority 2, Macroeconomic environment, refinancing and other financial risks, liquidity risk paragraph 3

The amendments to IAS 7 and IFRS 7, which are effective from 1 January 2024 if endorsed by the European Union,
require additional disclosures about supplier financing arrangements. The purpose of these amendments is to
enable the understanding of the impact of these arrangements on liabilities, cash flows and liquidity risk. In
addition to the amounts involved, the additional information requested includes a description of the main features
of each type of agreement, the amount of debt for which suppliers have already received payments from the
financial institution and a range of payment times for debts included in these agreements (compared with trade
payables not covered by the agreements).

Recommendation

The AMF recommends that companies significantly involved in supplier financing transactions take the necessary
steps to collect the additional information required as of 1 January 2024 and, if some of this information is already
available, to present it in the financial statements for the year ending 31 December 2023.

1.3.2.3. Interest rate risk

Some companies that use variable-rate financing are particularly exposed to a rise in interest rates. The interest
rate risk sensitivity analysis required by IFRS 7.40 must therefore consider reasonably possible changes in interest
rates given the current environment of rising interest rates.

Furthermore, changes in the macroeconomic environment may lead to changes in the methods and assumptions
used in the sensitivity analyses.

Recommendation

The AMF recommends that companies exposed to significant interest rate risk should present their sensitivity
analysis for this risk with a wider range of variability than in previous years, where appropriate.

The AMF recommends that when companies are exposed to different classes of variable-rate financial instruments,
they should present sensitivity analyses for each significant class of financial instrument.

Lastly, the AMF reminds companies that if there have been changes in the methods and assumptions used to
prepare sensitivity analyses since the previous financial year, they must disclose these changes and the reasons for
them (IFRS 7.40 (c)).

See ESMA Section 1, Priority 2, Macroeconomic environment, refinancing and other financial risks, increase in interest rates and impact on

(re)financing
The AMF points out that rising interest rates may also have an impact on companies exposed to derivative
positions. In a volatile environment, companies could be exposed to significant margin calls due to high interest

rate volatility, which could affect their liquidity risk.

Recommendation

The AMF recommends that companies with significant derivative positions disclose quantitative information on
margin calls so that the impact on liquidity risk can be understood.

The AMF reminds companies that they must disclose the carrying amount of financial assets pledged as collateral
for liabilities or contingent liabilities, as well as the terms and conditions of this pledge (IFRS 7.14).

See ESMA Section 1, Priority 2, Macroeconomic environment, refinancing and other financial risks, liquidity risk, paragraph 2
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1.3.3. Financial instruments - Financial institutions

1.3.3.1. Fair value of financial instruments carried at amortised cost

For financial assets and liabilities carried at amortised cost, the fair values, the level of fair value and a description
of the valuation techniques and inputs used must be disclosed (see IFRS 7.25 and IFRS 13.97). The AMF reiterates
that these provisions are essential given the current macroeconomic environment and recent bank failures.

Recommendation

Against a backdrop of market volatility, financial institutions will ensure that the method used to determine the
fair value of financial assets and liabilities carried at amortised cost is reliable.

In addition, the AMF recommends the disclosure of granular information (type of loan, type of related interest
rate, maturity) to allow a better understanding of the market value of the instruments according to their type, as
well as the valuation techniques and data used, particularly when these relate to instruments classified as Level
3 fair value.

See ESMA Section 1, Priority 2, Macroeconomic environment, fair-value measurement and disclosures, fair values of financial instruments
measured at amortised cost paragraph 2

For example, credit institutions could separately disclose the fair value of instruments carried at amortised cost
that are used to meet short-term liquidity needs.

Furthermore, for fixed-rate financial instruments carried at amortised cost and included in a portfolio that is
subject to a fair value macro-hedging relationship, the AMF stresses the importance of taking into account the

effects of this hedge when presenting the fair value of these instruments.

Recommendation

The AMF encourages banks to take into account unrealised gains and losses arising from the effects of hedging
instruments used in fair value macro-hedging relationships, when disclosing the fair value of fixed rate financial
instruments carried at amortised cost.

1.3.3.2. Macro-hedge

IAS 39.88 (b) and (e) state that hedge effectiveness is assessed prospectively and retrospectively and that the hedge
must be determined to be highly effective in accordance with IAS 39.AG105 in order to qualify for hedge
accounting. In Europe, the fair value hedge of a portfolio of interest rate instruments has been made more flexible
(by a carve-out) to allow the inclusion of zero or low interest demand deposits in the hedging relationship.

Against a backdrop of rising interest rates, which entails the risk of a decline in outstanding deposits (transfer of
liquid assets to other, more remunerative vehicles) and a shortening of the run-off period, macro-hedging
relationships for deposits may no longer meet the criteria required by the standard.

If the hedge no longer qualifies, fair value hedge accounting is discontinued prospectively (IAS 39.91), unless the
hedged item ceases to exist (e.g. in the case of an acceleration in the maturity profile of deposits, in which case
some or all of the valuation differences are recognised immediately in profit and loss). The AMF also points out
that these analyses should take into account any changes in interest rates on hedged deposits.

Recommendation

The AMF reiterates that the effectiveness of fair value hedges of customer deposits must be reassessed at each
balance sheet date.

If an increase in interest rates and a decrease in customer deposits result in the hedge being de-designated, and
if the impact is material, the AMF recommends that the financial statements include information on the de-
designation of the hedge (proportion of hedge de-designated, impact of hedge de-designation and the
introduction of new hedges).
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In the current context of rising interest rates, banks' overall interest rate positions are becoming increasingly
important for readers in terms of risk. The AMF recommends that the explanations and disclosures provided in
the financial statements in respect of these hedging relationships be expanded.

See ESMA Section 1, Priority 2, Macroeconomic environment, refinancing and impact on (re)financing, Hedge accounting requirements
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2. EXAMINATIONOF THE FINANCIAL STATEMENTS

This section summarises the examinations of financial statements carried out by the AMF, as well as a number of
cases considered illustrative of the issues encountered.

There is a continuum between examinations of financial reports, which enable to identify areas for improvement
in the application of accounting standards on topical issues, and the selection of topics developed in the AMF's
recommendations for the preparation of financial statements.

The recommendations published by the AMF shed light on issues that are important to a large number of
companies, while the AMF's examinations focus on information that is material to the company.

In order to facilitate access to previous AMF recommendations, a table of contents listing all the recommendations
on IFRS financial statements (since 2006) is regularly updated and available on the AMF website?8,

2.1. Practical cases encountered during the examinations of the 2022 financial statements
2.1.1. Liquidity risk

In accordance with IFRS 7.39, the maturity analysis of financial liabilities must comply with certain specific

requirements that were not always met in the examinations performed:

- The financial liabilities presented were not exhaustive and did not include lease liabilities (see IFRS 16.58);

- Derivative financial instruments were not always presented separately (IFRS 7.39(b));

- The cash flows presented did not correspond to the contractual maturity amounts: the cash flows presented
did not systematically include significant interest payable over subsequent periods;

In a context where liquidity risk can be sensitive information, the AMF reiterated the importance of presenting this

schedule in accordance with the provisions of IFRS 7.B11D, i.e. a separate analysis of all the maturities of financial

liabilities (loans, lease liabilities, derivatives, etc.) on the basis of undiscounted contractual flows (principal and

interest due over the next periods).

2.1.2. Credit risk

The AMF noted that some non-financial issuers did not present aged trade receivables, broken down into overdue
and not yet due trade receivables by age. In addition, when an aged trial balance of trade receivables was provided,
often only the net amount of the receivables was given, with no information on the gross amount and
corresponding impairment for each instalment due.

This detailed information is all the more important in a context where credit risk may have increased, thereby
increasing the probability of default and losses in the event of default.

Consequently, in these cases, the AMF has requested that an analysis of trade receivables be presented, adjusting
the maturity bands chosen (in view of the level of credit risk to which the entity is exposed and the changes in this
risk during the year) and showing separately the gross amount and the impairment recognised by maturity band
(IFRS 7 35M-N and IFRS 7 1G20D).

2.1.3. Fairvalue

During its examinations, the AMF found that information on the fair value of material assets and liabilities carried
at amortised cost was sometimes lacking, including the amount of the fair value and the methods and parameters
used. In fact, the fair value of long-term financial instruments (receivables, loans, bonds) was rarely disclosed, even
though the characteristics of these instruments do not seem to meet the exemption provided by IFRS 7.29%,
particularly in the current context of rising interest rates.

For companies with material financial instruments carried at amortised cost, the AMF reiterated the importance
of disclosing the fair value of all financial assets and liabilities, as required by IFRS 7.25.

Finally, the AMF reiterated the importance of disclosing when the exemption criteria are met and the amortised
cost of the financial instruments is therefore a reasonable approximation of their fair value.

18 https://www.amf-france.org/fr/reglementation/doctrine/doc-2018-06
19 The amortised cost of financial instruments represents a reasonable approximation of their fair value
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The AMF has also frequently reiterated that for any financial asset or liability carried at amortised cost whose fair
value is disclosed, the associated fair value level and a description of the valuation techniques and inputs used
should also be disclosed (IFRS 13.97).

2.1.4. Earnings per share

As a reminder, basic earnings per share is calculated by dividing the net profit for the year attributable to ordinary
shareholders by the weighted average number of ordinary shares in issue during the year. Diluted earnings per
share are calculated by dividing the adjusted net profit by the adjusted number of ordinary shares.

In its discussions with the companies concerned, the AMF reiterated the importance of disclosing the elements
used to calculate basic and diluted earnings per share, in particular the amounts used in the numerator (with a
reconciliation of these amounts to net income) and the weighted average number of ordinary shares used in the
denominator (including the effect of each class of instrument on earnings per share and diluted earnings per share).

The AMF also noted that some companies forgot to adjust own shares when calculating basic and diluted earnings,
in accordance with IAS 33.9. In addition, in the event of negative basic earnings, potential shares that could have
an antidilutive effect on earnings are not taken into account in the calculation of diluted earnings per share (IAS
33.43) but must be disclosed in the financial statements (IAS 33.70c).

Finally, if an operation is presented as a discontinued operation, the earnings per share (basic and diluted) of this
operation must be presented in the income statement or in the notes (IAS 33.68). This had been omitted from a
number of examined financial statements.

2.1.5. Cost of energy and raw materials

In the current inflationary climate, most companies have seen their energy and raw materials costs rise
significantly. The AMF has noted, however, that it is sometimes difficult to assess the impact of rising energy and
raw material costs and of manageing the associated risks (automatic pass-through in selling prices, hedging, etc.).
In its examinations, the AMF has often questioned companies in order to obtain more detailed information.

The AMF has noted that some companies that have been significantly impacted by increases in energy or raw
material prices presented the total cost of energy and/or certain raw materials for the year separately in their
financial statements, with explanations. This specific disclosure in the notes to the financial statements provides a
better understanding of the impact of the increase in these costs on the company's performance.

2.1.6. Expected credit losses - model or post-model adjustments

The AMF has noted that in the current macroeconomic environment, financial institutions continue to make
significant use of model or post-model adjustments in calculating expected credit losses in order to take into
account, among other things, certain macroeconomic uncertainties not yet reflected in existing models.

As part of its examinations, the AMF has recommended that for each material adjustment, the amount of the
adjustment should be disclosed along with more detailed information on the justification for the adjustment, the
calculation method used and the main parameters adjusted.

The AMF has also stressed the need to indicate the impact of these adjustments on the classification by stage, or
the absence of any impact.

Lastly, the AMF has encouraged financial institutions to continue to reflect on the changes that need to be made
to their models so that they can eventually incorporate these various adjustments, where necessary.

2.1.7. Renegotiation of financial debt

Cash flow difficulties linked to the current inflationary environment may lead issuers to request changes to the
contractual terms of their existing debt. The AMF has therefore paid particular attention to information on the
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financial impact and analysis carried out in connection with the renegotiation and restructuring of financial
liabilities.

IFRS 9.3.3.2 requires that a substantial modification in the terms and conditions of a financial liability shall be
accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability.
IFRS 9 requires the use of qualitative and quantitative analysis criteria to determine whether or not a change is
substantial for accounting purposes.

In certain examinations, the AMF has confirmed that the terms are considered to be substantially different if the
value of the cash flows under the new terms, discounted at the original effective interest rate, differs by more than
10% from the present value of the original terms (IFRS 9 B3.3.6).

The AMF has often stressed the importance of disclosures in the financial statements about the analysis carried
out to determine whether or not the change is substantial (changed characteristics and related analyses). The AMF
has also encouraged companies to provide specific information when the change has not resulted in derecognition
(amortised cost before change, recognised gain or loss, gross carrying amount at year-end).

2.2. Selection of issuers and type of examination for the period

The AMF presents below a summary of its examinations of financial statements completed between October 2022
and September 2023 (62 issuers, including 53 Universal Registration Documents and 9 Annual Financial Reports),
as well as the main issues on which the AMF has worked and commented.

2.2.1. Selection of issuers and type of examination

The companies examined are selected, in accordance with ESMA guidelines, using a multi-criteria method
combining risk, rotation and random selection. In its risk analysis, the AMF takes into account market criteria (e.g.
capitalisation, free float and changes therein), financial indicators (ratios, key figures and changes therein, financial
transactions) and more general criteria (e.g. sectoral issues, climate risks). The AMF also applies a rotation
approach, differentiated by compartment, to ensure that the financial statements of each issuer in a given
compartment are examined at least once during a given period.

Of the companies selected in 2023, 65% were selected following a risk-based analysis:

Issuer selection

m Risks 65% (56% in
2022)

m Rotation 32%
(33% en 2022)
Random 3% (11%
in 2022)

76% (vs. 63% last year) of the examinations carried out during the period were unlimited scope examinations (i.e.
of all the financial statements). Focused examinations (on one or more specific topics) during the period focused
mainly on the impact of financial difficulties, significant acquisitions or disposals, changes in operating segments
and the impact of the war in Ukraine.
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2.2.2. Recommendations and areas for improvement

In its end-of-examination letters, the AMF issues recommendations and areas for improvement. The
recommendations are systematically followed up at the next annual closing and are taken into account by ESMA
in its activity report, whereas the areas for improvement generally concern issues that are less significant at the
time and are not reported to ESMA.

The average number of recommendations and areas for improvement per examination is 5 per company (4 in
2022). As far as recommendations are concerned, their number is 2.6 this year vs. 2.4 in 2022. This slight increase
is explained by an increase in messages concerning the application of the ESEF electronic format, exposure to
climate change and the fact that more examinations were unlimited scope examinations.

W With recommendations
and areas for improvement
(76% in 2023 vs. 77% by
2022)

W With areas for
improvement only (7% in
2023 vs. 5% in 2022)

With no specific action
(17% in 2023 vs. 18% by

2022)

A: Presentation of Financial F: Operating segments (IFRS 8)

Statements (IAS 1, IAS 8) G: Financial instruments, fair value (IAS 32, IFRS 7, IFRS 9, IFRS 13)

B: Statement of Cash Flows (lAS 7) H: Revenue (IFRS 15)

C: Leases (IFRS 16) I: ESEF

D: Impairment of Assets (IAS 36)

E: Tax (IAS 12) J: Other (IAS 37, IAS 33, IFRS 3, IAS 2, IAS 38, IAS 37,
recommendations relating to climate change, etc.)

Trend in the distribution of recommendations and areas for improvement by topic
over the last three periods

10%
0% I
A B C D E g G H I J

2022-23 W2021-22 W2020-21

Breakdown of recommendations and areas for improvement issued over the period 2022 - 2023
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Trend in the distribution of recommendations between those relating solely to
information in the notes to the financial statements and other information for the last two periods
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B Request for additional information in the notes

W Requests to change an accounting policy or the presentation of primary financial
statements

2.2.3. Summary of recommendations and areas for improvement

The graphs below show, for each topic, the figures presented above on the distinctions between disclosures in the
notes and changes in the accounting treatment or presentation of the primary statements, and the distinction
between recommendations and areas for improvement.

Presentation of financial statements (IAS 1, IAS 8) (14% in 2022-23 vs. 11% in 2021-22)

Distinction between requests for additions to the notes | These points focused mainly on the following topics:
to the financial statements and changes to an accounting | a. No longer using headings from standards that are
treatment or to the primary statements for 2023/2022 no longer applicable (e.g. categories of financial
and 2022/2021: instruments);
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b. The importance of disclosing the nature of items
headed "Other" in the notes to the financial

\ statements when movements or balances are
material;

c. The classification of certain income and expense
items as non-current within operating income, in
particular the classification of share-based
payments, which are recurring in nature;

d. Clarity in the wording of the indicators presented
in the income statement;

e. Figures on the exposure of companies in Russia,
where this was significant, whether in terms of
results (revenue, operating profit) or assets
(including cash).

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

Statement of cash flows (I1AS 7) (6% in 2022-23 vs. 6% in 2021-22)

Distinction between requests for additions to the notes | The main recommendations and areas for

to the financial statements and changes to an accounting | improvement focused on the importance of:

treatment or to the primary statements for 2023/2022 |a. Cross-referencing the cash flow statement to the

and 2022/2021: notes to the financial statements so as to
understand the main cash flows ;

b. Reconciling the cash flow statement with changes
in financial debt;

c. Detailing the nature and characteristics of cash
equivalents and the analysis performed to ensure
that they meet the criteria for cash equivalents.

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

Leases (IFRS 16) (7% in 2022-23 vs. 9% in 2021-22)

Distinction between requests for additions to the notes | The AMF made comments that were relatively similar

to the financial statements and changes to an accounting | to those made during the 2022 examinations:

treatment or to the primary statements for 2023/2022 | a. Describe the nature and characteristics of the

and 2022/2021: main leases;

b. Present the key assumptions used to measure
lease liabilities and rights of use;
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O

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

O

c. Show the amount of expenses not included in
lease liabilities;

d. Presentthe rights of use by category of significant
underlying assets;

e. Present a schedule of lease liabilities.

Finally, the AMF has asked companies that are
significant lessors to disclose the nature and
characteristics of the leases and the amount of rentals
for subsequent periods.

Impairment of Assets (IAS 36) (9% in 2022-23 vs. 12% in 2021-22)

Distinction between requests for additions to the notes
to the financial statements and changes to an accounting
treatment or to the primary statements for 2023/2022
and 2022/2021:

O

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

O

The recommendations and areas for improvement

mainly concerned:

a. A narrative presentation of the key operating
assumptions used in the impairment tests;

b. The disclosure of sensitivity analyses of key
operating assumptions;

c. The widening of the range considered as a
reasonably possible variation in its sensitivity
analyses, given the recent volatility experienced
by the company.

When companies used fair value in their impairment
tests, the AMF asked them to explain precisely the
method used to determine fair value (for example, the
multiples used and how they were defined). In some
cases, the AMF also asked companies to question the
relevance of the multiples used and the comparability
of the transactions used to define them.

Finally, the AMF reiterated that information on fair
value sensitivity is required.

Operating segments (IFRS 8) (8% in 2022-23 vs. 7% in 2021-22)
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Distinction between requests for additions to the notes
to the financial statements and changes to an accounting
treatment or to the primary statements for 2023/2022
and 2022/2021:

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

O

The recommendations and areas for improvement
mainly concerned:

a. The need to disclose the amount of revenue and
non-current assets held in countries other than
the entity’s country of domicile whenever these
amounts are material;

b. The figures to be provided for customers with a

revenue of 10% or more.

The AMF also noted cases where segment reporting
(income statement aggregates presented, segments)
was not consistent with the internal reporting used by
the chief operating decision-maker.

The AMF has also reminded companies of the
expected consistency between the income statement
items presented in other financial communications
and those presented in the financial statements
(income statement, segment reporting).

Financial instruments, fair value (IAS 32, IFRS 7, IFRS 9, IF

RS 13) (19% in 2022-23 vs. 20% in 2021-22)

Distinction between requests for additions to the notes
to the financial statements and changes to an accounting
treatment or to the primary statements for 2023/2022

and 2022/2021:
O

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

The AMF has often asked to disclose the gross value
and impairment of receivables broken down by age
and, in some cases, a description of the impairment
method used for trade receivables.

The AMF has also reminded companies of the need to
disclose the nature and extent of risks arising from
financial instruments, and has asked companies to
supplement their financial statements with
quantitative and qualitative information on credit,
liquidity and market risks.

The AMF also reiterated the need to disclose the fair
value hierarchy for financial instruments within the
meaning of IFRS 13, including those classified at
amortised cost, and, where applicable, to specify the
valuation method for certain instruments measured
at fair value in Level 3.

Finally, the AMF has asked companies with significant
deconsolidating factoring programmes to describe
these programmes, the amounts involved and the
analysis carried out to conclude that these contracts
are deconsolidated.

Revenue (IFRS 15) (8% in 2022-23 vs. 8% in 2021-22)
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Distinction between requests for additions to the notes
to the financial statements and changes to an accounting
treatment or to the primary statements for 2023/2022
and 2022/2021:

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

The main recommendations and areas for
improvement related to revenue recognition were to
ask companies to:

a. Present the breakdown of revenue in the
financial statements in a manner that is
consistent with the other communications of the
company;

b. Detail the revenue recognition methods by type

of revenue and contract;

c. Present contract assets and liabilities separately
on the balance sheet or in the notes, and explain
significant movements.

On several occasions, the AMF has also asked
companies to complete the accounting principles and
methods relating to the order backlog, in particular to
clarify the definition of contracts included; to present
the amount of remaining performance obligations by
maturity and to explain the main movements during
the period.

Lastly, the AMF pointed out that when the order
backlog presented outside the financial statements
was not presented in accordance with IFRS 15, it was
an alternative performance measure that had to be
defined and reconciled with the information
presented in the financial statements.

European Single Electronic Format (ESEF) (5% in 2022-23)

Distinction between requests for additions to the notes
to the financial statements and changes to an accounting
treatment or to the primary statements for 2023/2022
and 2022/2021:

Distinction between recommendations and areas for
improvement for 2023/2022 and 2022/2021:

O

As part of the second year of tagging primary
statements and the first application of macro-tagging
of notes, the AMF highlighted the importance of:

a. Completeness of primary statements tagging,
including footnotes;
b. The relevance of the extensions used and their

anchoring;
c. The need to tag null data;
The obligation to make annual reports available
in ESEF format on company websites, since this is
the official version of the annual report.

Other (IAS 37, IAS 33, IFRS 3, IAS 2, IAS 38, IAS 40 etc.) (20% in 2022-23 vs. 25% in 2021-22)
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Distinction between requests for additions to the notes | This year, in 10% of its examinations, the AMF asked
to the financial statements and changes to an accounting | companies to provide more information on the
treatment or to the primary statements for 2023/2022 | impact of climate change where this was material.
and 2022/2021:
The other recommendations and areas for
y improvement mainly related to:

a. The presentation and calculation of earnings per
share (IAS 33, 4%);

b. Information disclosed in the case of business
combinations: on several occasions, the AMF has
asked companies to disclose additional
information on the revenue and net income of
the acquired company, as well as on the main

Distinction between recommendations and areas for assets and liabilities acquired (IFRS 3, 4%);

improvement for 2023/2022 and 2022/2021: c. Retirement benefit obligations: Presentation of a
sensitivity analysis of the provision to the key

assumptions used or to wider ranges of variation
of these assumptions (IAS 19, 1%);

d. Investment property: presentation of the
valuation method used to measure investment
property at fair value and a sensitivity analysis to
changes in the main key assumptions (IAS 40,
1%).

2.2.4. European Single Electronic Format

ESMA has postponed the update of the Regulatory Technical Standards (RTS) on the European Single Electronic
Format (ESEF) until 2024, as the changes to the IFRS taxonomy in 2023 were considered to be limited. Issuers will
therefore have to use the ESEF 2022 taxonomy?° to tag their 2023 financial statements (the 2021 taxonomy is no
longer applicable).

Companies are also invited to refer to the latest version of ESMA's?! Reporting Manual published in September
2023, which includes some updated recommendations to facilitate the application of the ESEF Regulation. These
changes bring a number of improvements and additional clarifications (for example on the content of tags, which
must be clear and legible, or on macro-tags, for which flexibility has been introduced).

The AMF also reminds issuers that from 2024 onwards, they must file only the official version (ESEF version) of
their annual financial report (AFR) with the AMF (i.e., no more multiple filings) and that publication of this official
version on the issuer's website is mandatory as soon as it is filed with the AMF (see AMF Instructions 2007-03 and
2019-212%2 updated in July 2023). If a company wishes to publish on its website other versions of its AFR or Universal
Registration Document (URD) as AFR (in formats or languages other than the official version), it must indicate this
in these other versions, including one of the references listed in Annex 2 of AMF Instructions 2007-03 and 2019-
21. In addition, the AMF now authorises the filing of half-yearly financial reports in ESEF format.

In addition to the points identified above, the AMF has identified a number of specific areas for attention, including
the following:

20 jncluded as an annex to the RTS in delegated regulation 2022/2553: https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32022R2553

21ESMA, Reporting Manual https.//www.esma.europa.eu/document/esef-reporting-manual

22 https://www.amf-france.orq/sites/institutionnel/files/private/2023-07/Instruction%202007-03%2020230728.pdf
https://www.amf-france.org/sites/institutionnel/files/private/2023-07/Instruction%202019-21%2020230728 0.pdf
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i) The creation of a group "identity card" listing all the mandatory elements of the taxonomy to be tagged
(even if they are not applicable or relevant). The AMF points out that this practice is not recommended as
it is not the objective of the ESEF tagging and that, as indicated in the ESMA Reporting Manual
(recommendation 1.3.3.), only the mandatory elements of the taxonomy present in the financial statements
should be tagged;

ii) Anchoring extensions created in the primary statements: The AMF reiterates that any extension created as
part of the tagging process must be anchored to at least one wider concept. The AMF also recommends
ensuring that the extensions created are more specific than the tags included in the taxonomy (see
Recommendation 1.4.1 of the Reporting Manual);

iii) Absence of certain calculation relationships in the primary statements: The AMF notes that some issuers
have eliminated certain calculation relationships in order to avoid failing controls. The AMF reiterates the
need to describe the calculation relationships applied in the financial statements as they are used to
perform automated verifications. The fact that they fail, for example because of rounding or duplication, is
of no consequence;

iv) Scale anomalies: The AMF notes that some issuers select a scale that does not correspond to the information
presented, for example when calculating earnings per share.

Lastly, the AMF draws issuers' attention to the preparatory work initiated by ESMA and EFRAG to begin developing
the taxonomy that will be used to tag sustainability information in the management report. Consultations are
expected to take place over the coming months, and it will be important to obtain the views of as many
stakeholders as possible.

2.3. Prospectus examinations
2.3.1. IPO projects

The financial statements of 6 companies were examined as part of IPO prospectuses between October 2022 and
September 2023, including 5 on the Euronext Growth market and 1 as part of a public offering of tokens. In all
these cases, the AMF's examinations led to a reapproval of the financial statements and/or additional information
on the financial statements in the Prospectus.

During the previous period, the financial statements of 30 companies were examined, including 15 on the Euronext
market and 15 on Euronext Growth.

2.3.2. Pro forma information

The AMF examines the pro forma financial information presented in information documents for mergers and
acquisitions, and in prospectuses for equity and bond issues.

Between October 2022 and September 2023, the AMF examined the pro forma financial information of 5
companies (3 in the previous period).

The AMF reminds investors that in the case of acquisitions, disposals, demergers, carve-outs, mergers or partial
transfers of assets, pro forma information must be disclosed if the transactions carried out or planned significantly
modify the financial statements of the companies concerned (i.e. a change of more than 25% in one or more
indicators of the size of the issuer's business), whether in a prospectus or in a universal registration document.
Although these are not strictly speaking IFRS financial statements, this pro forma financial information is based on
IFRS principles, which will subsequently be used in the issuer's consolidated financial statements. The AMF
therefore pays particular attention to the accounting methods used in this information.

The AMF points out that pro forma information must not reflect transactions (e.g. restructuring) if they are not
directly related to the transactions that are the subject of the pro forma information. Similarly, financing which is
not the subject of the Prospectus and which is not secured shall not be taken into account in the pro forma
information.
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