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Comments Consultation Paper ESMA Guidelines on Alternative Performance Measures  

We would like to thank you for the opportunity to comment during the ongoing consultation round on 

Alternative Performance Measures (APMs); please find our position below.  

 

 

General Comments 

 

The disclosure of APMs may promote an improved understanding of companyperformance. In order to 

meet this objective, these APMs need to be presented in an intelligible and meaningful format. In light of 

the above, we basically subscribe to ESMA’s objective of improving transparency, consistency and 

comparability in the presentation of the APMs. However, we are doubtful whether the proposed Guidelines 

on Alternative Performance Measures will achieve this objective.  

 

Furthermore, we hold the view that the definition of the scope of application is not sufficiently 

unambiguous and that it is clearly excessively far-reaching. Furthermore, the ESMA should fine-tune the 

objective of the paper with a view to cost-benefit aspects. In our opinion, there is no urgent need for a 

review of the existing CESR recommendations (CESR(05-178b).  

 

 

Specific answers to the questions 

 

Q1. Do you agree that the ESMA [draft] guidelines should apply to all issuers defined as a legal 

entity governed by private or public law, other than Member States or Member State’s regional 

or local authorities, whose securities are admitted to trading on a regulated market, the issuer 

being, in the case of depository receipts representing securities, the issuer of the securities 

represented regardless of the financial reporting framework they use to report? If not, why?  

Please see our general comments [above]. We hold the view that the scope of application is clearly 

excessively broad.  

 

Q2: Do you agree that the ESMA [draft] guidelines should apply to APMs included in:  

a) financial statements prepared in accordance with the applicable financial reporting 

framework, that are made publicly available, and  

b) all other issued documents containing regulated information that are made publicly 

available?  

If not, why?  

[Under the current proposals], issuers and the competent national authorities shall apply the guidelines 

during the disclosure of APMs in financial statements and management reports, press releases and other 

reporting formats (except for prospectuses). However, if and when rules for the disclosure of APMs have 

been adopted in the individual reporting units, said mandatory requirements shall receive precedence. We 

hold the view that, on principle, a consistent application of the APMs across the different reporting 

formats makes sense. Notwithstanding the foregoing, the proposed scope of application is very 

comprehensive and fails to differentiate between documents of varying imortance. Regarding the financial 

reporting measures, see also our answer to question Q5. 
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Q3: Do you believe that the ESMA [draft] guidelines should also be applicable to prospectuses 

and other related documents, which include APMs (except for pro-forma information, profits 

forecasts or other measures which have specific requirements set out in the Prospectus 

Directive or Prospectus Directive implementing regulation)? Please provide your reasons.  

By virtue of the EU Prospectus Directive, the European legislator created an independent regulatory 

framework for the preparation, approval and disclosure of the securities prospectus. The securities 

prospectuses’ information content is geared towards the information needs of the respective securities 

investors. Hence, we hold the view that an extension of the APM guidelines’ scope of application to 

include prospectuses would not serve a useful purpose.  

 

Q4: Do you believe that issuing ESMA guidelines constitute a useful tool for dealing with the 

issues encountered with the use of APMs? If not, why? 

In our understanding, the disclosure of APMs constitutes a voluntary provision of additional financial 

information. It is usually in the own vested interest of those entities who prepare this financial 

information that counterparties will be capable of comprehending the content and significance of the 

APMs. Provided they do not lead to excessive (mandatory) disclosures of spurious benefit, guidelines 

aimed at improved intelligibility, transparency and comparability might prove helpful in this regard. 

Hence, the guidelines’ scope of application requires a clear, narrow and pertinent definition. Otherwise it 

might erode the willingness to disclose APMs in the first instance.  

 

Q5: Do you agree with the suggested scope of the term APM as used in the [draft] guidelines? 

If not, why?  

Contrary to the CESR recommendations existing to date, the present draft proposes changed APM 

definitions. Under the term “APM“, ESMA usually subsumes derived, numerical ratios which are based on 

financial reporting information that is not defined by the applicable accounting standards. Since the IFRS 

have been conceived of as high-level principles, there is but a limited number of performance measures 

featuring an explicit definition. In our view, the scope suggested by ESMA of the term APM as used in the 

[draft] guidelines is clearly excessively broad. In our opinion, the term “APM” should merely designate 

derived performance ratios which neither result from the mandatory, statutory financial reporting nor 

from any other regulatory areas such as, for instance, banking supervision law or capital market law. 

 

Q6: Do you believe that issuers should disclose in an appendix to the publication a list giving 

definitions of all APMs used? If not, why? 

On principle, we welcome the requested summary of the definitions of all APMs used in an independent 

annex (for instance in a business report or on an internet website). These definitions should also be 

eligible for incorporation by reference in other publications. However, we hold the view that the requested 

independent annex to each and any publication is clearly excessive.  

 

Q7: Do you agree that issuers should disclose a reconciliation of an APM to the most relevant 

amount presented in the financial statements? If not, why? 
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Although a reconciliation statement can be useful in principle, we have strong reservations over a generic 

request for a reconciliation of the APMs to the amounts presented in the financial statements. In an 

attempt to ensure the largest possible transparency for readers of annual financial statements, already 

today, a reconciliation statement in the notes is a rather common practice [wherever appropriate]. 

However, we doubt that a meaningful reconciliation would be feasible in each and every case without 

exception. More specifically, performance measures pertaining to the area of banking management do not 

really lend themselves to a full reconciliation with the data presented in the financial statements. 

Furthermore, we are afraid that comprehensive reconciliation will lead to an inflationary increase in the 

notes’ disclosures and thus clearly erode the entire business report’s transparency.  

 

Q8: Do you agree that issuers should explain the use of APMs? If not, why? 

Given the voluntary character of the APM disclosure, an issuer’s decision to disclose an APM will primarily 

be based on subjective reasons. This additional financial information regularly seeks to provide readers of 

this financial information with a more comprehensive view concerning the underlying business model thus 

facilitating a better understanding of corporate performance and important value drivers of the issuer. 

Hence, issuers will seek to explain the rationale and the benefit of such financial information to readers. 

 

Q9: Do you agree that APMs presented outside financial statements should be displayed with 

less prominence, emphasis or authority than measures directly stemming from financial 

statements prepared in accordance with the applicable financial reporting framework? If not, 

why? 

APMs constitute voluntary additional disclosures. Financial statements, on the other hand, are mandatory 

and have to be audited. Hence, we hold the view that there is a general need for a differentiated 

approach with regard to APMs that duly reflects the respective practical feasibility and the information 

benefit. APMs which do not have to be presented inside financial statements will, more often than not, be 

deemed less important.  

 

Q10: Do you agree that issuers should explain the reasons for changing the definition and/or 

calculation of an APM? If not, why?  

The transparency of APMs generally requires spelling out the overall context and putting it into 

perspective. Disclosures of changes regarding the definition and/or calculation of an APM may be helpful 

with a view to meaningfulness and transparency. 

 

Q11: Do you believe that issuers should provide comparatives and/or restatements when an 

APM changes? If not, why?  

In terms of the comparability and consistency of the APMs, comparisons with the previous periods might 

be helpful. 

 

Q12: Do you believe that issuers should provide explanations when they no longer use an 

APM? If not, why? 

If and when APM disclosures are of a purely voluntary nature, waiving the disclosure of an APM shall and 

may not incur any need for additional explanations and presentation of reasons. Otherwise, this would 
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incur the risk that companies refrain from an ad-hoc/situation-based disclosure of APMs triggered by 

external performance effects because they are deterred by subsequent, additional onerous disclosures 

explaining why they no longer present a given APM.  

 

Q13: Do you agree that the [draft] guidelines will improve transparency, neutrality and 

comparability on financial performance measures to users? If not, please provide suggestions. 

Essentially, the general request concerning comparability and consistency of performance indicators set 

out in the guidelines seems to make sense to us.  

 

Q14: Do you agree with the analysis of the cost and benefit impact of the [draft] guidelines? 

Please provide any evidence or data that would further inform the analysis of the likely cost 

and benefits impacts of the proposals. 

Depending on whether and how APMs are currently disclosed, more likely than not, there will be an 

increase in the costs both during first-time implementation as well as on an ongoing basis. From our point 

of view, it is doubtful whether the additional costs are fully justified by an equal gain in decision-useful 

information on the part of the readers of such financial information. Potential implementation costs should 

not exceed a reasonable threshold. 

 

Yours sincerely, 

on behalf of the German Banking Industry Committee 

National Association of German Cooperative Banks 

 

  

 

 

Gerhard Hofmann Dirk Peters 

 

 


