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1. Objective and Scope of the Opinion  

The objective of the Opinion is to define the basic minimum disclosure requirements for 

financial debts, in particular for complex debts and derivative instruments.  

It applies to public accounting entities subject to the General Code of Local and Regional 

Authorities, to the Code for Social Action and Families, to the Code of Public Health and 

to the Code of Construction and Housing.  

2. Main Requirements of the Opinion  

In general, and more specifically for the following requirements, the Council recommends 

publishing comparative information for two periods.  

2.1 Basic Minimum Disclosures  

2.1.1 Information Relating to Financial Debts at their Date of Issue and at the 

Reporting Date 

General Characteristics 

Information on the general characteristics of financial debts issued should be published 

irrespective of their level of complexity. The information to be provided for each financial 

debt at issue and reporting dates is as follows: 

- issue date ;  

- maturity date ; 

- the nominal contractual amount, and the mobilized portion ; 

- the interest rate formula where this is complex, or, if not, the fixed or floating 

interest reference rate ; 

- the initial contractual interest rate ; 

- the actuarial rate1 ; 

                                                 
1 The actuarial interest rate should be given, if one exists or is communicated by the bank. 
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- the currency2 ; 

- capital repayment terms : at maturity, increasing, decreasing, equal annuities, 

etc. ; 

- the frequency of capital repayments : annual, quarterly, monthly ; 

- the terms of early redemption  and the exit fee  formula if applicable  

- the level of risk associated with the loan (see Appendix 2) ; 

- the capital outstanding at the reporting date. 

Refunding Transactions 

Public entities wishing to change the terms of a part of their debts sometimes resort to 

refunding transactions. Refunding transactions require specific disclosures in the notes to 

make it clear why such transactions were undertaken and to provide a comparison between 

the terms of the initial and refunded debts. These disclosures relate in particular to the 

purpose of the loans, their duration, the financial terms and the cost of exiting the initial 

loan. They may be presented either in tabular or literary form. 

2.1.2 Information on Complex Financial Debts  

In view of the diversity of the entities within the scope of the Opinion, and, consequently 

because of the variety of funding transactions concerned, it may be necessary to adapt the 

requirements with regard to the distinction between simple and complex loans, on the one 

hand, and with respect to the information to be published on the other hand. In particular, 

sub-categories may be introduced for simple or complex loans. 

Complex financial debts have a “rate component” or an “index component” of a risky 

nature. In order to gain an understanding of the notion of risk, the Council based its study 

on the so-called “Gissler Charter” which proposes a product classification according to the 

level of risk incurred. Structured financial debts or derivative instruments have therefore 

been classified according to the risk segmentation of this Charter, in function of the nature 

of the interest rate of the financial debt or the nature of the derivative instrument 

respectively.  

                                                 

2 The circular of the 25th June 2010 stipulates that certain structured products of a speculative nature should 
be avoided, in particular those products with a reference rate linked, for example, to the relative value of 
currencies, however many currencies are involved. Some public entities still retain foreign currency loans 
that were taken out before the publication of the circular advising strongly against it. 
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Loans considered to be complex have high exposure to interest rate fluctuations, to 

currency rates or to the value of indices, and generally have interest rates subject to a 

multiplying factor. 

Thus, we can distinguish three different types of complex loan with a risky “rate 

component”: 

- those incorporating a barrier with leverage effect or options to change the 

interest rate at the bank’s initiative 3,  

- those including in the interest rate formula a multiplying factor of up to 3 or up 

to and capped at 5,  

- those including a multiplying factor up to 5. 

In the same way, we can distinguish the following types of complex loans in euros or other 

currencies incorporating a risky “index component”: 

- those incorporating index based on spreads between indices of the eurozone  ; 

- those incorporating indices outside the euro zone and index spreads when one 

of the indices is outside the euro zone ; 

- those incorporating index  spreads outside the euro zone. 

A category “others” has been created for the loans and derivative instruments that are not 

in one of the above categories. The disclosures required for this category are the same as 

for complex loans. 

Generally, the same level of information is provided for complex loans as for simple loans 

with the following additional information for the former: 

- the minimum rate ; 

- the maximum rate ; 

- the indices or currencies that may affect the loan ; 

- the exit cost. 

                                                 
3 In the case of complex loans, options to change the interest rate at the bank’s initiative necessarily include 
a risk component. 
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2.1.3 Information on Derivative Instruments and Hedging Transactions   

Certain entities use derivative instruments (swaps, options, swaptions, caps, collars, floors, 

etc.) in order to limit their borrowing costs and manage their interest rate risk.  

The characteristics of derivative instruments are disclosed by category (swaps, options, 

etc.) and should include: 

- the notional amount ; 

- the type of instrument ; 

- the interest rate formula where this is complex, or, if not, the fixed or floating  

reference rate ; 

- the type of hedging (currency and/or interest rate) ; 

- the currency ; 

- the maturity date ; 

- the settlement terms for interest ; 

- the amount of financial expense/income associated with the instrument 

(interest, premium, etc.). 

The initial loan and the hedging instrument are two separate contracts. In order to inform 

users of the accounts about the purpose and nature of the hedging relationship, the 

characteristics of financial debts before and after hedging as well as an explanation of the 

relationship between the derivative and the hedged loan, including the resulting net 

interest rate obtained through hedging, are disclosed.  

In addition, the outstanding capital of the financial debt before and after the hedging 

transaction at the reporting date is disclosed by type of interest rate, type of index and by 

currency. 

The related interest expense is also disclosed by type of interest rate, index and by 

currency: 

- The amount of interest expense related to the financial debt  ; 

- The amount of interest income or expense associated with the derivative 

hedging instrument ;  

- The amount of the net interest expense after the hedging transaction. 
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2.2 Sensitive information 

Certain information is considered sensitive but essential. This information is generally 

difficult to obtain and needs to be accompanied by an appropriate commentary to be 

correctly understood.  

It includes the following information: 

- The timing of cash flows. 

It is presented by interest rate type, from the least to the most risky, broken 

down by period as follows: 1 year, 2 years, 3 years, 4 years, 5 years, more than 

5 years. Capital and interest are differentiated in order to identify the amount of 

interest expense. 

- Sensitivity analysis. 

This is particularly important for complex debts. It is necessary in order to 

determine the financial impact of a change  in interest or exchange rates on 

future interest expense. Assumptions for fluctuations in interest and exchange 

rates are disclosed. 

- Exit costs. 

It is the cost incurred by the entity for early repayment of its loan. This 

information gives an indication of the level of risk incurred by the entity. 

It is the Public Sector Accounting Standards Council view that this information is 

necessary and should be disclosed, preferably in the notes.  

3. Qualification of the Change 

The objective of the requirements of the Opinion is to complement the disclosures in the 

notes. The requirements do not consist of a change in accounting policy, a change in 

accounting estimate, a change in the way accounting policy is applied, or of corrections of 

errors.  
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4. Effective Date  

It is the Public Sector Accounting Standards Council’s opinion that these requirements 

should apply to the accounts for the period ended the 31st December 2012. 

Comparative information, which is required for two periods, relates to the periods ended 

the 31st December 2011 and the 31st December 2012. 


