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SEVENTH COUNCIL DIRECTIVE
of 13 June 1983

based on the Article 54 (3) (g) of the Treaty on consolidated
accounts

(83/349/EEC)

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic
Community, and in particular Article 54 (3) (g) thereof,

Having regard to the proposal from the Commission (*),
Having regard to the opinion of the European Parliament (%),

Having regard to the opinion of the Economic and Social
Committee (%),

Whereas on 25 July 1978 the Council adopted Directive 78/660/
EEC (*) on the coordination of national legislation governing the annual
accounts of certain types of companies; whereas many companies are
members of bodies of undertakings; whereas consolidated accounts
must be drawn up so that financial information concerning such bodies
of undertakings may be conveyed to members and third parties;
whereas national legislation governing consolidated accounts must
therefore be coordinated in order to achieve the objectives of compar-
ability and equivalence in the information which companies must
publish within the Community;

» C1 Whereas, in the determination of the conditions for consolida-
tion, account must be taken not only of cases in <« which the power
of control is based on a majority of voting rights but also of those in
which it is based on agreements, where these are permitted; whercas,
furthermore, Member States in which the possibility occurs must be
permitted to cover cases in which in certain circumstances control has
been effectively exercised on the basis of a minority holding; whereas
the Member States must be permitted to cover the case of bodies of
undertakings in which the undertakings exist on an equal footing with
cach other;

Whereas the aim of coordinating the legislation governing consolidated
accounts is to protect the interests subsisting in companies with share
capital; whereas such protection implies the principle of the preparation
of consolidated accounts where such a company is a member of a body
of undertakings, and that such accounts must be drawn up at least
where such a company is a parent undertaking; whereas, furthermore,
the cause of full information also requires that a subsidiary undertaking
which is itself a parent undertaking draw up consolidated accounts;
whereas, nevertheless, such a parent undertaking may, and, in certain
circumstances, must be exempted from the obligation to draw up such
consolidated accounts provided that its members and third parties are
sufficiently protected;

Whereas, for bodies of undertakings not exceeding a certain size,
exemption from the obligation to prepare consolidated accounts may
be justified; whereas, accordingly, maximum limits must be set for
such exemptions; whereas it follows therefrom that the Member States
may either provide that it is sufficient to exceed the limit of one only
of the three criteria for the exemption not to apply or adopt limits
lower than those prescribed in the Directive;

Whereas 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; whereas, therefore

() OINo C 121, 2. 6. 1976, p. 2.
(3 OINo C 163, 10. 7. 1978, p. 60.
(') OINo C 75, 26. 3. 1977, p. 5.
() OINo L 222, 14. 8. 1978, p. 11.
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consolidation should in principle include all of those undertakings;
whereas 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; whereas, however, the necessary corrections must be made to

climinate the effects of the financial relations between the undertakings
consolidated;

Whereas a number of principles relating to the preparation of consoli-
dated 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;

Whereas participating interests in he capital of undertakings over which
undertakings included in a consolidation exercise significant influence

must be included in consolidated accounts by means of the equity
method;

Whereas the notes on consolidated accounts must give details of the
undertakings to be consolidated;

Whereas certain derogations originally provided for on a transitional
basis in Directive 78/660/EEC may be continued subject to review at
a later date,

HAS ADOPTED THIS DIRECTIVE:

SECTION 1

Conditions for the preparation of consolidated accounts

Article 1

1. 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 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 under-
taking (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. Those Member States the laws of which do
not provide for each contracts or clauses shall not be required to
apply this provision; or

(

~—

is a shareholder in or member of an undertaking, and:

(aa) a majority of the members of the administrative, management
or supervisory bodies of that undertaking (a subsidiary under-
taking) 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; or

(bb) controls alone, pursuant to an agreement with other share-
holders in or members of that undertaking (a subsidiary
undertaking), a majority of shareholders' or members' voting
rights in that undertaking. The Member States may introduce
more detailed provisions concerning the form and contents of
such agreements.
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The Member States shall prescribc at least the arrangements
referred to in (bb) above.

They may make the application of (aa) above dependent upon the

holding's representing 20 % or more of the shareholders' or
members' voting rights.

However, (aa) 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.

YMS
2.  Apart from the cases mentioned in paragraph 1 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.
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