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This section implements Article 10 of the Takeovers Directive. Article 10.1 and 10.2
reguire companies admitted to trading on aregulated market to provide in their annual
reports detailed information relating to matters such as the control and share structures
of the company. It is, therefore, provided by amendment to Part 7 of the 1985 Act that
the information required by the Directive must be set out in the directors’ report.

Additionally, Article 10.3 of the Directive requires boards of companies to present an
explanatory report to shareholders on the issues referred to in Article 10.1 and 10.2 at
the company’ sannual general meeting. This section requiresthisadditional explanatory
material to be contained in the directors report submitted to the annual meeting of
shareholders.

Section 992(5) amends section 251 of the 1985 Act on summary financial statements.
It provides for the explanatory material required by Article 10.3 of the Takeovers
Directive either to be included in the summary financial statement or to accompany it.

Failure to include either the information concerning control and share structures or
explanatory material in the annual report will attract existing criminal sanctions under
section 234(5) of the 1985 Act (directors responsible for the failure to comply with
provisions related to the directors' report are to be liable to afine).

Section 992(6) provides that these new provisions will apply in relation to directors
reports for financial years beginning on or after 20 May 2006 (the date by which the
Directive had to be implemented).

These are general requirements designed to bring greater transparency to the market
and apply to all relevant companies whether or not they are involved in a takeover.
Accordingly, the requirements will apply to al companies registered in the UK which
have vating sharestraded on aregulated market, whether or not that includes an official
listing on the London Stock Exchange.

Under Part 15 of the Act (section 416), the Secretary of State may in future make
regulations as to the contents of the directors’ report and those regulations will be able
to incorporate the provisions introduced by section 992(2) to (4). Regulations under
sections 427 and 428 will be able to make provision for the additional explanatory
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material when a summary financial statement is sent out rather than the full accounts
and report.



