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The aim of coordinating the legislation governing consolidated accounts 
is to protect the interests subsisting in companies with share capital. This 
paper presents some aspects regarded consolidated accounts in EU’s 
entities. 
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INTRODUCTION 
Consolidated accounts must give a true and fair view of the assets 

and liabilities, the financial position and the profit and loss of all the 
undertakings consolidated taken as a whole. Such consolidation requires the 
full incorporation of the assets and liabilities and of the income and 
expenditure of those undertakings and the separate disclosure of the 
interests of persons outwith such bodies. However, the necessary corrections 
must be made to eliminate the effects of the financial relations between the 
undertakings consolidated. 

Whereas a number of principles relating to the preparation of 
consolidated accounts and valuation in the context of such accounts must be 
laid down in order to ensure that items are disclosed consistently, and may 
readily be compared not only as regards the methods used in their valuation 
but also as regards the periods covered by the accounts. 

CONDITIONS FOR THE PREPARATION OF CONSOLIDATED 
ACCOUNTS 

A Member State shall require any undertaking governed by its 
national law to draw up consolidated accounts and a consolidated annual 
report if that undertaking (a parent undertaking): 
(a) has a majority of the shareholders' or members' voting rights in another  
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undertaking (a subsidiary undertaking); or 
(b) has the right to appoint or remove a majority of the members of the 
administrative, management or supervisory body of another undertaking (a 
subsidiary undertaking) and is at the same time a shareholder in or member 
of that undertaking; or 
(c) has the right to exercise a dominant influence over an undertaking (a 
subsidiary undertaking) of which it is a shareholder or member, pursuant to 
a contract entered into with that undertaking or to a provision in its 
memorandum or articles of association, where the law governing that 
subsidiary undertaking permits its being subject to such contracts or 
provisions. A Member State need not prescribe that a parent undertaking 
must be a shareholder in or member of its subsidiary undertaking; or 
(d) is a shareholder in or member of an undertaking, and:  

- a majority of the members of the administrative, management or 
supervisory bodies of that undertaking (a subsidiary undertaking) who have 
held office during the financial year, during the preceding financial year and 
up to the time when the consolidated accounts are drawn up, have been 
appointed solely as a result of the exercise of its voting rights; 

- controls alone, pursuant to an agreement with other shareholders in 
or members of that undertaking (a subsidiary undertaking), a majority of 
shareholders' or members' voting rights in that undertaking.  

They may make the application first situation describes  above 
dependent upon the holding's representing 20 % or more of the shareholders' 
or members' voting rights. However above shall not apply where another 
undertaking has the rights referred to in subparagraphs (a), (b) or (c) above 
with regard to that subsidiary undertaking. 

Also the Member States may require any undertaking governed by 
their national law to draw up consolidated accounts and a consolidated 
annual report if: 
(a) that undertaking (a parent undertaking) has the power to exercise, or 
actually exercises, dominant influence or control over another undertaking 
(the subsidiary undertaking); or 
(b) that undertaking (a parent undertaking) and another undertaking (the 
subsidiary undertaking) are managed on a unified basis by the parent 
undertaking. 

The voting rights and the rights of appointment and removal of any 
other subsidiary undertaking as well as those of any person acting in his 
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own name but on behalf of the parent undertaking or of another subsidiary 
undertaking must be added to those of the parent undertaking. 

The rights mentioned above must be reduced by the rights: 
(a) attaching to shares held on behalf of a person who is neither the parent 
undertaking nor a subsidiary thereof; or 
(b) attaching to shares held by way of security, provided that the rights in 
question are exercised in accordance with the instructions received, or held 
in connection with the granting of loans as part of normal business 
activities, provided that the voting rights are exercised in the interests of the 
person providing the security. 

The total of the shareholders' or members' voting rights in the 
subsidiary undertaking must be reduced by the voting rights attaching to the 
shares held by that undertaking itself by a subsidiary undertaking of that 
undertaking or by a person acting in his own name but on behalf of those 
undertakings. 

THE CONSOLIDATED ANNUAL REPORT 
The consolidated annual report shall include at least a fair review of 

the development and performance of the business and of the position of the 
undertakings included in the consolidation taken as a whole, together with a 
description of the principal risks and uncertainties that they face. 

The review shall be a balanced and comprehensive analysis of the 
development and performance of the business and of the position of the 
undertakings included in the consolidation taken as a whole, consistent with 
the size and complexity of the business. To the extent necessary for an 
understanding of such development, performance or position, the analysis 
shall include both financial and, where appropriate, non-financial key 
performance indicators relevant to the particular business, including 
information relating to environmental and employee matters. 

In providing its analysis, the consolidated annual report shall, where 
appropriate, provide references to and additional explanations of amounts 
reported in the consolidated accounts. 

 In respect of those undertakings, the report shall also give an 
indication of: 
(a) any important events that have occurred since the end of the financial 
year; 
(b) the likely future development of those undertakings taken as a whole; 
(c) the activities of those undertakings taken as whole in the field of  
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research and development; 
(d) the number and nominal value or, in the absence of a nominal value, the 
accounting par value of all of the parent undertaking's shares held by that 
undertaking itself, by subsidiary undertakings of that undertaking or by a 
person acting in his own name but on behalf of those undertakings; 
(e) in relation to the use by the undertakings of financial instruments and, 
where material for the assessment of assets, liabilities, financial position and 
profit or loss; 
(f) a description of the main features of the group's internal control and risk 
management systems in relation to the process for preparing consolidated 
accounts, where an undertaking has its securities admitted to trading on a 
regulated market. 

Where a consolidated annual report is required in addition to an 
annual report, the two reports may be presented as a single report. In 
preparing such a single report, it may be appropriate to give greater 
emphasis to those matters which are significant to the undertakings included 
in the consolidation taken as a whole. 

 

CONCLUSION 
When, for the first time, consolidated accounts are drawn up in 

accordance with this seventh Directive for a body of undertakings which 
was already connected, before application of the provisions a Member State 
may require or permit that account be taken of the book value of a holding 
and the proportion of the capital and reserves that it represents as at a date 
before or the same as that of the first consolidation. 

The paragraph above shall apply mutatis mutandis to the valuation 
of a holding, or of the proportion of capital and reserves that it represents, in 
the capital of an undertaking associated with an undertaking included in the 
consolidation, and to the proportional consolidation. 
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