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CYPRUS SECURITIES AND EXCHANGE COMMISSION





Practical Guide to the EU Transparency Directive (2013/50/EU)
Cyprus Securities and Exchange Commission (CySEC) would like to inform all interested parties of the publication of  Directive 2013/50/EU amending Directive 2004/109/EC of the European Parliament and of the Council on the harmonisation of transparency requirements in relation to information about issuers whose securities are admitted to trading on a regulated market, Directive 2003/71/EC of the European Parliament and of the Council on the prospectus to be published when securities are offered to the public or admitted to trading and Commission Directive 2007/14/EC laying down detailed rules for the implementation of certain provisions of Directive 2004/109/EC (‘Transparency Directive’ or ‘TD’).
The Transparency Directive entered into force on 26th November 2013. Cyprus is required to amend the following national legislation by 26/11/2015 in order to comply with provisions of the TD:

(i) The Transparency Requirements (Securities Admitted to Trading on a Regulated Market) Laws of 2007 to 2013.
(ii) The Third Countries (Equivalent Requirement) Directive DI190-2007-05 of 2012 (paragraph 6).
CySEC will undertake all necessary work and drafting for the transposition of the TD.

A. Actions to be taken: 

1. Amend national legislation.

2. Exercise options / discretions explicitly foreseen in the TD.

3. Implement upcoming binding regulatory technical standards and delegated acts of the European Commission. 

B. MAJOR CHANGES introduced by TD 

1. Clarification of definitions

· Definition of “issuer”

The definition now expressly includes an issuer of non-listed securities represented by depositary receipts admitted to trading on the regulated market.

· Definition of “home Member State”

The definition clarifies how the home Member State is determined and sets rules regarding the disclosure of the choice of the home Member State.

2. Abolition of interim management statements

Interim management statements are abolished, although the Home Member State may require issuers to publish additional periodic financial information under certain conditions.

Before taking a decision to oblige issuers publishing additional periodic financial information, the Member State must make an assessment on the impact of such a requirement.
3. Publication deadline for half-yearly financial reports is extended

The issuer of shares or debt securities will publish a half-yearly financial report as soon as possible after the end of the relevant period and at the latest three (3) months thereafter.

4. Availability of financial reports is extended to ten (10) years.

Annual and half-yearly financial reports must remain publicly available for at least ten (10) years.

5. Publication by issuers active in the extractive or logging of primary forest industries
Issuers active in the extractive or logging of primary forest industries will prepare on an annual basis, in accordance with Chapter 10 of the Directive 2013/34/EU, a report for all payments of €100,000 or more made to governments.

This report is made public at the latest six (6) months after the end of each financial year and remains publicly available for at least ten (10) years.

6. Notification requirement is extended to financial instruments with similar economic effect to holding shares and entitlements to acquire shares
Notification for major holdings of voting rights is extended to include direct and indirect holdings of financial instruments having the same economic effect as the holding of shares, whether or not they confer a right of physical settlement.


Notifications will be required to include a breakdown by type of financial instruments held, distinguishing between physically-settled and cash-settled instruments.

Financial instruments with similar economic effect to holding shares and entitlements to acquire shares which provide for cash settlement will be calculated on a ‘delta-adjusted’ basis, by multiplying the notional amount of underlying shares by the delta of the instrument. 
7. Aggregation of holdings 
Holdings of financial instruments will be aggregated with holdings of shares and voting rights for the purpose of calculating the thresholds for notification.

8. Abolition of the obligation to disclose new loan issues 
9. Abolition of the obligation to communicate to the authorities and the regulated market draft amendments in the Issuer’s instrument of incorporation or statute. 
10. Establishment of a European electronic access point
By 1st January 2018, a web portal serving as a European electronic access point to regulated information will be established. Member States must ensure access to their central storage mechanisms via the access point.
11. Single electronic reporting format
From 1st January 2020 all annual financial reports shall be prepared in a single electronic reporting format, provided that a cost-benefit analysis has been undertaken by ESMA.

12. Administrative sanctions and measures

The new framework composes of:

· Public statement indicating the person responsible and the nature of the breach.
· Order requiring the person responsible to cease the conduct.
· Pecuniary sanctions: For failure to perform the required disclosures, a fine-

(i) in the case of a legal entity: (a) up to €10 million or 5% of annual turnover, or (b) up to twice the profits gained or losses avoided because of the breach, whichever is higher,

(ii) in the case of a natural person: (a) up to €2 million, or (b) up to twice the profits gained or losses avoided because of the breach, whichever is higher.

· Possibility of suspending the voting rights attached to the shares, at least for the most serious breaches, where there is failure to make the required notification within the required time limit for the acquisition or disposal of major holdings of voting rights.

13. Powers of Competent Authorities

· Co-operation with other competent authorities when exercising sanctioning and investigating powers.

· New provisions on the exercise of sanctioning powers.
· New provisions on the publication of decisions.
C. Anticipated Technical Standards, Delegated Acts and other actions by ESMA and the European Commission.

On the following articles of the TD the Commission and ESMA will issue Level II measures to further codify/clarify their application:

1. Article 4(1) – Regulatory Technical Standard (RTS) to specify the electronic reporting format for the preparation of the annual financial reports.

2. Article 9(6b) – RTS to specify the method of calculation of the 5% threshold applying for the market maker and the trading book exemption.

3. Article 13(1a) – RTS to specify the method for calculating the number of voting rights in the case of financial instruments referenced to a basket of shares or an index. 

4. Article 13(1a) – RTS to specify the methods for determining ‘delta’ for the purposes of calculating voting rights in the case of financial instruments which provide exclusively for a cash settlement. 
5. Article 13(2) – Delegated Acts in relation to notifications on financial instruments. 

6. Article 13(4) – RTS to specify the cases in which exemptions in Article 9(4),(5) and (6) and in Article 12(3), (4) and (5) apply to financial instruments. 

7. Article 22(1) – RTS for access to regulated information at Union level. 

Other actions to be performed:

· Article 13(1b) - ESMA will establish and periodically update an indicative list of financial instruments that are subject to notification requirements.
· Article 21a(1) - ESMA by 1 January 2018 shall develop and operate the European access point for regulated information.
Nicosia, 6 October 2014
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