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Please send your comments to paul@efrag.org
XX July 2005
Mr Fabrice Demarigny

Secretary General, CESR

11-13 avenue de Friedland

75008 Paris

France
E-mail: XXXXX@cesr-eu.org
Dear Mr Demarigny
CESR draft ‘Recommendation on Alternative Performance Indicators’
On behalf of the European Financial Reporting Advisory Group (EFRAG) I am writing to comment on the CESR draft Recommendation on Alternative Performance Indicators.  EFRAG welcomes CESR’s decision to address this important subject.  Our comments on the draft Recommendation are set out below.  
1 We note that companies will not be required to comply with the recommendation.  Although we understand why that is so, in our view much of the benefit from this Recommendation will be derived only if it is widely adopted and consistently enforced. 

2 We agree with the overall message of the paper, which is that alternative performance indicators need to be used with care and put in an appropriate context.  We therefore agree, for example, with the principle in paragraph 21 that defined performance measures should be given greater prominence than alternative performance measures.  

3 Management commentaries often contain information about alternative performance measures.  Indeed, that is seen by many to be one of the purposes of such commentaries.  We agree with the proposal that the Recommendation in its final form should apply to alternative performance measures shown in, amongst other things, management commentaries.
4 Paragraph 23 explains that auditors should be “involved” in relation to alternative performance measures.  This reference to ‘involved’ is rather vague and it would be preferable if the final Recommendation described the form the involvement should take rather more precisely.  

We hope that you find the above comments helpful.  If you wish to discuss them further, please do not hesitate to contact Paul Ebling or myself.

Yours sincerely

Stig Enevoldsen
EFRAG, Chairman
