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EU Prospectus Directive: Update on the
Issues with Speakers from EU

Commission, UK FSA and Cisco Systems,
Inc.

June 29, 2007
8:45 a.m. - 9:45 a.m.

Moderator:  Valerie Diamond,
Baker & McKenzie LLP (US)
Speaker:  Alexy Armitage,
Consultant
Speaker:  Nancy Kobs,
Cisco Systems, Inc. (US)
Speaker:  Ruth Walters,
EU Commission Internal Ma (Belgium)
Speaker:  Adetutu Odutola,
The Financial Services Authority (UK)
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Agenda – Updates on Directive

• European Commission and FSA
• Employee Share Awards Subject to Directive?
• Exemptions/Exclusions Available?
• Current Prospectus/Passporting

Considerations?
• What does the Future Hold?  Will There Ever

be Harmony?
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The European Commission and the FSA

• Why are we here?
- What we can offer
- What we can’t promise

• Continuing work on the Prospectus regime
- Enforcement by the Commission
• Ensure effective ‘passport’ for prospectuses
• Unlawful additional requirements

- Legal clarification and guidance
- Role of CESR
- CESR FAQs
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Update on Forms of Awards Subject to
the Directive
• CESR Q&As July 18, 2006

- No public offer of securities if grantee is not
given the choice to accept or reject

- If grantee is given the choice to accept or
reject and the offer is for zero consideration,
exemption for offers of less than 2.5 million
Euro under Article 1,2.(h) and Euro 100,000
exemption applies
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PROBABLY NOTNO – provide vesting at
6+ months

Czech
Republic

No, but recommend confirmingNO, but recommend
confirming

Finland

NONOBelgium

YESNOHungary

NONO – however, for options
filing under local regime
may be required

Austria

Conflicting Interpretations among Member States
RSUsOptions

NO – if offered for no considerationYES – at vestingGermany

NONOFrance

Equity Awards Subject to Directive?
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NONO for non-negotiable optionsLuxembourg

NOYES – grant of options is a
simultaneous offer of underlying
shares that are freely
transferable.  Cashless
restriction may avoid need to file
a prospectus

Italy

PROBABLY NOT, but
confirm on case-by-
case basis

PROBABLY NOT,  but confirm
on case-by-case basis

Netherlands

Conflicting Interpretations among Member
States

RSUsOptions
NO – excluded under
Euro 2.5 million
exclusion as offer for
zero consideration

NO if non-transferableIreland

Equity Awards Subject to Directive?
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NOYESPoland

NO, but recommend
confirming

NO, but recommend
confirming

Romania

PROBABLY NOTNO, follow CESR’s ViewSlovak Republic

Conflicting Interpretations among Member
States

RSUsOptions

PROBABLY NOTNO, follow CESR’s ViewPortugal

Equity Awards Subject to Directive?
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Very narrow and
exception for ESPP
on case-by-case
basis

NO

ESPP
NONOSpain

Conflicting Interpretations among Member
States

RSUsOptions

NO – provided
RSUs offered for
no cash
consideration

NOUK

Equity Awards Subject to Directive?
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Any Movement on Which Employee Share
Awards are Subject to Directive?

• Comments of Ruth Walters
• Comments of Adetutu Odutola
• Additional Comments from Panel
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Availability of Exclusions and Exemptions

• Divergent Views on Euro 2.5 million Exclusion
• Divergent Views on Exemption for Offers to

Fewer than 100
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Divergent Views on Euro 2.5 Million
Exclusion

• Article 1,2. (h) of the PD excludes from the
Directive “securities included in an offer where
the total consideration of the offer is less than
Euro 2,500,000, which limit shall be calculated
over 12 months.”
• Meaning of “consideration” — are services

consideration?
- CESR Q&As:  services do not constitute

consideration, unless shares offered in place
of a quantifiable financial benefit
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Divergent Views on Euro 2.5 Million Exclusion

Country Limitations

Euro 1,000,000Sweden

Banks and
issuers whose
securities are
admitted to
trading on an
EU regulated
market

Germany

EU-wideOthers

Geographical Scope?

EU-wideCESR Q&As
July 2006

per Member
State

France
Netherlands
Spain
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Divergent Views of Offers to Fewer than
100 Exemption

“Small Offering Exemption”

Had taken similar position to Austria; now
looks only to the number of employees offered
securities in that country

Czech Republic
Hungary

100 person exemption not available if offer to
>100 employees in any Member State

Austria
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Any View on Changes to Application of
Exclusion and Exemptions?

• Comments of Ruth Walters
• Comments of Adetutu Odutola
• Additional Comments from Panel
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Current Prospectus/Passporting Considerations?

• Generally, filings that have been completed so far
are for employee stock purchase plans, not all of
which are Code section 423 plans
• Countries where prospectus filings have been made

for employee stock plans
- Belgium
- France
- Germany
- Luxembourg
- Netherlands
- UK
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Current Prospectus/Passporting Considerations?

• Additional Country Specific Requirements
Continue to Exist
- Publication of Advertisement
- Special Brokerage Arrangements
- Reporting or Special Fees
- Tax Disclosure
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Additional Reporting Obligations

Annual report of total purchasers and shares
(options?, ESPP)

Italy

10K,10Q and 8K filed on regular basisHungary

Total shares purchaed over 12 month period of
prospectus

Belgium

Sales report within 14 days of end of subscription
period

Poland
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Cisco’s Equity Plans

• Approximately 59,000 employees world-wide
• Mobile Employee Population

 326 Expatriates
 1,655 Permanent Transfers

• U.S. Plans implemented globally (SIP, ESPP)
- Options - 91 countries (broad-based)
- RSUs - 17 countries
- ESPP - 70 countries (broad-based)

• 122 acquisitions to-date – 114 active stock plans
• Basic terms & conditions

- Options:  9 year term, 5 years vesting
- RSUs:  5 years annual vesting
- ESPP:  6 months offering/purchase periods, 10% max

contributions, 15% discount, look-back
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Cisco’s Offerings – Options, RSUs, ESPP
Non-U.S. Countries

Blue = SIP and ESPP offered; Red = SIP offered only; * = RSUs offered
 Shaded in Yellow = EU Prospectus Passported

ZimbabweSloveniaNew ZealandIsraelCzech Republic

Yugoslavia /SerbiaSlovakiaNetherlands*IrelandCyprus

VietnamSingaporeMoroccoIndonesiaCroatia

VenezuelaSenegalMexico*India*Costa Rica

UzbekistanScotlandMauritiusIcelandColombia

UruguaySaudi ArabiaMalaysiaHungaryChina*

United Arab Emirates*Russia*MacedoniaHong Kong*Chile

UkraineRomaniaLuxembourgGreeceCanada*

UK*QatarLithuaniaGhanaCameroon

TurkeyPuerto RicoLebanonGermany*Bulgaria

TunisiaPortugalLatviaFrance*Brazil*

ThailandPolandKuwaitFinland
Bosnia and
Herzegovina

TaiwanPhilippinesKorea*EstoniaBelgium*

SwitzerlandPeruKenyaEl SalvadorAzerbaijan

SwedenPanamaKazakhstanEgyptAustria

Sri LankaPakistanJordanEcuadorAustralia*

SpainNorwayJapan*Dominican RepublicArgentina*

South AfricaNigeriaItalyDenmarkAlgeria
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Cisco’s Prospectus Filing

• Plans Covered – ESPP, 2005 SIP
• Home Member State – France
• Passport Countries – Austria, Belgium, Denmark,

Germany, Italy, Netherlands, Poland, Spain & UK
• Translations – All except Netherlands & UK
• Publish Ads – Germany
• Special Broker – Poland
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Cisco’s EU Prospectus Directive
Key Milestones

7- FINAL ACTION
FILING DATE

- B&M France files EU
Prospectus

3 - PLANNING
(T – 6 wks)

- Engage auditors (PWC):
• review prospectus
• approval of translations
• signing of Consent Letter
• upcoming schedule

2 – PLANNING
(T – 6 wks)

- Coordinate w/Legal counsel (B&M)
for first draft of prospectus

1- PLANNING
(T – 7 wks)

- Define populations/
countries where filing
will be required
- Gather tax disclosures
- Initiate internal
communications

6 – IMPLEMENTATION
(T – 2 days)

- CFO/CEO Certification
- Final EU Prospectus is delivered to
B&M

5 - IMPLEMENTATION
(T – 9 days)

 - Final draft EU Prospectus, as
reviewed/approved by Accounting, Legal &
Stock is provided to B&M

4- IMPLEMENTATION
(T – 30 days)

 - Draft EU Prospectus
received from B&M

PRE –
10K

POST
ANNOUNCE

10K
FILING
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What does the future hold?
Will we ever have harmony?

• Will any changes occur prior to the general review
of the Directive in 2008?
• Will All forms of Employee Share Awards Ever be

Considered Outside the Directive?
• Will Non-EU Listed Issuers ever be able to rely on

Employee Share Exemption?



  

 12

22

What does the future hold?
Will we ever have harmony?

• Is the Commission aware of stifling effect of
Directive on non-EU listed companies employee
share offerings in the EU?  Is it concerned that EU
employees are left out?
• Will the form of prospectus filed for an employee

share offering ever be consistent among member
states?
• Will there ever be an abbreviated form of

prospectus?  What will that look like?  How long
before that occurs?
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Questions?

THANK YOU FOR YOUR PARTICIPATION


