
 
Conseil de normalisation 

  des comptes publics 

On July 6, 2021, the Public Sector Accounting Standards Council (CNOCP) adopted a 

new standard on consolidated financial statements for public establishments that will be 

included in the Public Establishments Accounting Standards Manual.  

Public establishments have been required to prepare and issue consolidated financial 

statements since 2006, pursuant to Article 13 of Law n° 85-11 dated 3 January 1985 

relating to the consolidated financial statements of commercial companies and public 

enterprises and to the French Financial Security Act of 1 August 2003. The Budget and 

Accounting Regulation n°08_17_M9 dated 3 April 2008, determines how the 

consolidated financial statements for the public establishments covered by those 

legislative requirements should be elaborated on. 

This standard completes the Public Establishments Accounting Standards Manual1. 

Implementation requirements of the standard will be provided by the Public Finances 

Directorate General in a dedicated booklet of the common  accounting instruction for 

public establishments, and the aforementioned regulation dated 2008 will be 

superseded. 

This standard sets up modifications that qualify for changes in accounting policies in 

accordance with standard 14 “Changes in Accounting Policy, Changes in Accounting 

Estimates and the Correction of Errors” of the Public Establishments Accounting 

Standards Manual. Accordingly, retrospective application is required. 

However, if applying the changes in accounting policy retrospectively leads to an 

unfavourable cost-benefit ratio, the new accounting method is applied prospectively. 

The CNOCP is of the opinion that the requirements of this standard should apply as of 1 

January 2024 (accounting period ended 31 December 2024).  

                                                 
1  The Introduction of the Public Establishments Accounting Standards Manual was modified accordingly, see appendix 

to this opinion. 
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APPENDIX 

Modification of the introduction to the  

Public Establishments Accounting Standards Manual 

1.2. Accounts 

The Manual sets out the accrual accounting requirements applicable to the separate financial 

statements of entities within its scope.  

The Manuel also contains a specific standard for entities with a legal obligation2 to prepare 

consolidated financial statements apply the provisions of Regulation 08_017_M9 of 3 April 2008 

entitled “The consolidated accounts of national public establishments”. 

Budgetary accounting is outside the scope of this Manual. 

                                                 
2  Article 13 of the Law 85-11 of 3 January 1985 on the consolidated financial statements of certain commercial 

companies and public enterprises amended by Article 136 - I of the Financial Security Act 2003-706 of  1 August 2003. 
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STANDARD ON 

CONSOLIDATED FINANCIAL 

STATEMENTS 

Introduction 

I. BACKGROUND AND SCOPE 

The purpose of consolidated financial statements is to present a global economic view of entities 

that belong to a single group. Consolidation provides an overall view of the activities and projects 

carried out by the group—comprising the public consolidating entity and its subsidiaries and 

interests—for governing and management bodies, supervisory authorities, inspection officials and 

partners. 

Public establishments in France are required to prepare and issue consolidated financial 

statements since 2006, pursuant to Article 13 of Law n° 85-11 dated 3 January 1985 relating to 

the consolidated financial statements of commercial companies and public enterprises as well as 

the French Financial Security Act of 1 August 20031. Article 13 states that "Where Government-

owned establishments control one or more legal entities or exercise significant influence under 

the conditions provided in Articles L. 233-16 et seq. of the French Commercial Code, they are 

required to prepare and issue consolidated financial statements and a directors’ report in 

accordance with these articles. (...)3". 

The scope of this standard ("Standard") provides that the requirement to prepare consolidated 

financial statements arises from the existence of control that ties a consolidating entity together 

with other entities. The term "control" herein refers to "exclusive control" or "joint control". 

Consolidation is required if an entity controls one or more other entities.  An entity that only 

exercises significant influence over other entities is not required to prepare consolidated financial 

statements.  

However, if an entity is required to prepare and issue consolidated financial statements because 

it has exclusive or joint control over one or more entities, the entities over which it exercises 

significant influence must also be consolidated. 

In line with the French Commercial Code, the Standard provides the option to leave an investment 

or subsidiary outside the scope of consolidation if the entity, alone or with others, does not 

materially affect the faithful representation of the group’s consolidated assets and liabilities, 

financial position and surplus or deficit, or if the cost of consolidation is deemed excessive in 

relation to the overall impact it would have. 

                                                 
3  This requirement does not apply when the group—comprising the public establishment and legal entities under its 

control—does not exceed, for two consecutive periods based on the last closing annual financial statements, a size 

determined based on two of the three criteria set out in Article L. 123-16 of said code, in accordance with the 

procedures established by decree adopted after consultation with the Conseil d'État (French Supreme Administrative 

Court). 
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The Standard does so by assessing materiality; an entity is included in the scope provided its 

consolidation, alone or with that of other entities requiring consolidation, is material in relation to 

the consolidated financial statements of all entities within the scope. 

An entity may be excluded from the scope of consolidation if there is no adverse impact to the 

faithful representation of the group. Furthermore, it is not for the Standard to provide thresholds 

for determining materiality. Indeed, a threshold based on revenues or any another measure is not 

necessarily always appropriate. 

This approach is set out in French Accounting Standards Authority (ANC) regulation n° 2020-01 

dated 6 March 2020 relating to consolidated financial statements. The regulation also states that 

the consolidating entity can opt to consolidate a newly created entity with negligible revenues or 

assets, and over which it has control or significant influence, if it considers the entity to be a 

strategic investment. 

Invariably, however, materiality, or lack thereof, must be assessed in relation to the group as a 

whole and not against the public consolidating entity alone. In addition, the assessment is not 

exclusively quantitative in nature and must be made by the parent entity on a case-by-case basis.  

The existence of control between different entities of a group is the basis for the consolidation of 

their financial statements. When the link that exists between entities results from economic 

relations (without any controlling relationship), a combined set of accounts may be prepared. In 

this case, the term "combined financial statements" is generally used. The Standard does not 

cover the preparation of these financial statements. 

Furthermore, when a public entity acquires a stake in another entity, the principle of 

specialisation—whereby an acquirer is not allowed to pursue business activities that fall outside 

the scope of its statutory mandate—must be respected unless these activities are a natural 

complement to the mandate and immediately useful in carrying it out. Therefore, the acquisition 

of a stake in a third-party must be consistent with the parent entity's mandate. This principle is 

among the reasons why the Standard did not adopt certain of the provisions in the aforementioned 

ANC regulation. 

II. GENERAL PRINCIPLES 

Precedence of this Manual’s principles and methods for separate 

financial statements 

In general, public entities that must prepare and issue consolidated financial statements have a 

limited number of subsidiaries and are considerably larger than the other entities in the group.  

For the preparation of their consolidated financial statements, the Standard builds on the 

accounting standards for public establishments (the accounting framework of the consolidating 

entity). 

In this manner, consolidated financial statements can reflect the distinctive features of public 

action. It is important, however, to preserve some leeway to adjust or further elaborate the 

presentation of certain items on the balance sheet and surplus or deficit statement4 when such 

                                                 
4  The differences in the presentation of financial statements based on the French General Chart of Accounts and 

Public Establishments Accounting Standards, including this Standard, apply to a limited number of items and mainly 

include equity, revenues, intervention expenses, and extraordinary income and expenses. 
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adjustments facilitate the reader's understanding of the consolidated group's economic situation 

and financial position. 

This flexibility ensures that the presentation of consolidated financial statements can be adapted 

to the different situations and circumstances of different groups, particularly when subsidiaries 

that were established under different legal forms prepare their separate financial statements in 

accordance with ANC regulation n° 2014-03 relating to the French General Chart of Accounts.  

Thus, as for the provisions on separate financial statements contained in Standard 1 of this 

Manual, the model for presenting consolidated financial statements can be adjusted by adding or 

modifying certain items, provided that it still adheres to the basic structure and that an explanation 

for these modifications is disclosed in the notes. 

The accounting treatment to follow when preparing the consolidated financial statements of public 

entities is laid out in the Standard’s requirements. However, if any specific situations are not 

covered, entities should refer to the provisions contained in ANC regulation n° 2020-01 dated 6 

March 2020 relating to consolidated financial statements. Those provisions, however, shall not 

conflict with the general principles of this Manual or the conceptual framework of public accounts. 

Lastly, in cases where, for regulatory reasons (e.g. when debt is issued on a regulated market) 

or any other reason duly approved by supervisory authorities, an entity must prepare consolidated 

financial statements under IFRS, it shall not have to prepare a second set of consolidated financial 

statements in accordance with this Manual.  

Valuation difference 

When an entity gains exclusive or joint control of an entity, the identifiable assets and liabilities of 

that entity are valued at their acquisition-date fair value and recorded on the group's consolidated 

balance sheet in those amounts. For example, the fair value of a building may, at the time of the 

acquisition, be greater than the carrying amount shown on the acquired entity's balance sheet. 

This fair value will be recorded on the group's consolidated balance sheet (new gross value). 

Upon first consolidation, the assets and liabilities of the acquired entity are therefore recorded on 

the consolidated balance sheet at their fair value, and the difference between the fair value and 

the carrying amount of these same items on the balance sheet of the acquired entity is named a 

"valuation difference".  

Goodwill 

The Standard also defines "goodwill" as the difference between the acquisition cost and the 

consolidating entity's share in the identifiable assets and liabilities of the acquired entity, 

measured at their entry value. Goodwill is recorded on the asset side of the consolidated balance 

sheet if positive, and on the liabilities side if negative. 

The Standard also lays out how goodwill shall be amortised and impaired.  

Special situations 

Public sector entities and their subsidiaries generally engage in similar business activities, owing 

particularly to the principle of specialisation (see above). There are nevertheless certain situations 

where an entity, which does not operate in the same business sector as the group, applies 

accounting rules that are specific to its sector. In such instances, the entity's accounting rules are 

adopted in the consolidated financial statements as they are tied to legal rules or contractual rights 

that are specific to the business activity of the consolidated entity. 
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These provisions, however, do not apply to restatements made to ensure standardisation and 

shall not conflict with the harmonisation of accounting principles across the group, such as 

depreciation periods for fixed assets or the reclassification of extraordinary income and expenses. 

However, when deciding to adopt an accounting rule, its cost must be weighed against the 

benefits derived. 

Materiality 

Restatements made for consolidation purposes shall also consider materiality. For example, 

when a restatement is not deemed to be materially significant, or if its cost is regarded as 

excessive in relation to the impact it would have on the financial statements, an entity need not 

perform it. 

Drafting conventions 

˃ Securities, interests, rights  

Under this Standard, the scope of consolidation is composed of a public consolidating entity and 

all entities that it controls, either exclusively or jointly, as well as all entities over which it has 

significant influence. When these entities belong to the commercial sector, they are generally 

established as joint-stock companies. However, as some controlled entities may not have any 

share capital, the Standard generally refers to "securities/interests/rights" to ensure that all 

situations are covered (despite the resulting cumbersome phrasing). This notion should be 

understood in a broader sense than just the ownership of shares; it should also include the 

ownership of membership shares and other forms of equity rights, in particular as they relate to 

the governance of consolidated entities in the public sector. 

˃ Equity  

For the reasons given above, the Standard uses the term "equity". 

˃ Shareholders, partners, members 

The pertinence of the terms "shareholders" and "partners" was examined when the Standard was 

developed. 

Because they apply to a wide range of entities (joint-stock companies, groups, etc.), these terms 

were deemed to be suitable. The term "members" was also added when necessary to factor in 

public interest groups. 

III. RECOGNITION 

Outside asset funding 

Outside asset funding is specific to public sector entities and defined under Standard 20 of the 

Manual. The funding, whether provided by the Central Government or third parties, is long-term 

in nature and the Standard thus provides for recognising such funding in consolidated equity. 

Translation of financial statements expressed in a foreign currency  

The Standard requires that entities which prepare financial statements in a foreign currency shall 

translate them using the closing rate method, whereas ANC regulation n° 2020-01 offers two 

methods of translation: the closing rate method and the historical rate method. 
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The historical rate method applies to the translation of financial statements for non-autonomous 

foreign entities, namely those entities whose functional currency is not their local currency but the 

functional currency of the entity to which they belong. Since this is not a situation that applies to 

public entities, the Standard provides for only one translation method, the closing rate method. 

If, however, non-autonomous entities were to be identified, the wording “as a general rule” in the 

requirements allows for the alternative historical rate method, more suited to this situation, to be 

used. 

Leasing and similar transactions 

The requirements specify the treatment adopted in the consolidated financial statements for 

leasing and similar transactions as defined by Article L.313-7 of the Monetary and Financial 

Code5. 

IV. POSITION OF THE STANDARD AS COMPARED TO OTHER 

SETS OF ACCOUNTING STANDARDS 

IV.1 Position of the standard as compared to ANC regulation 

n° 2020-01 dated 6 March 2020 relating to consolidated 

financial statements 

This Standard is based on the provisions of the new ANC regulation issued in 20206, which 

replaced CRC regulation n° 99-02 previously in force. 

However, some of the regulation's provisions apply to situations that are not encountered in the 

public sphere. These provisions were not adopted. For the same reason, certain measures were 

simplified.  

Examples include requirements for special purpose entities, cross-sector groups, entities located 

in countries with high inflation, the acquisition or disposal of a full and autonomous business 

segment, the combination of entities under common control, etc. 

For the translation of financial statements expressed in a foreign currency, the closing rate method 

was adopted, while the regulation also provides for the option to use the historical rate method. 

The Standard also deviates from the regulation in terms of the presentation of consolidated 

financial statements (balance sheet, surplus or deficit statement, and cash flow statement) and 

the consolidated statement of changes in equity. Financial statement models that are specifically 

tailored to public entities have been developed. 

  

                                                 
5  For public entities, these transactions are regulated by order, as defined in the provisions on financial debt contained in 

Standard 11 of this Manual. 
6  For provisions applicable to commercial companies, excluding banks and insurance companies 
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Lastly, the Standard did not adopt the ANC regulation's provisions on the presentation of non-

controlling interest. While the regulation provides for non-controlling interest to be recorded 

outside equity, the Standard shows it on a separate line within equity, in conformity with the 

approach adopted by international standards. Moreover, non-controlling interest does not meet 

the definition of liabilities under the conceptual framework for public accounts and Standard 12 of 

this Manual, providing further support for this approach.  

IV.2 Position of the standard as compared to international 

accounting standards 

The consolidation of financial statements is addressed in international standards IPSAS 35 and 

IFRS 10 ("Consolidated Financial Statements"). The recognition of interests in other entities is 

covered by the following standards: IPSAS 36 and IAS 28 ("Investments in Associates and Joint 

Ventures"), IPSAS 37 and IFRS 11 ("Joint Arrangements"), as well as IPSAS 38 and IFRS 12 

("Disclosure of Interests in Other Entities"). 

IPSAS 35, which addresses the consolidation of public entity financial statements, focuses its 

attention on the definition of control and how to best assess it in a public sector environment. 

These lengthy provisions on assessing control and benefits were not included in this Standard.   

IPSAS 35 also analyses the special case of investment entities and ultimately chose to exclude 

these entities from its scope. This Standard does not address investment entities, considering 

that such entities, where they exist in the public sector, fall outside the scope of this Manual. 

Lastly, this Standard defines and presents the accounting policies and methods used to prepare 

consolidated financial statements, while IPSAS 35 does not. 
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STANDARD ON 

CONSOLIDATED FINANCIAL 

STATEMENTS 

Requirements 

1. GENERAL PRINCIPLES AND PURPOSE OF CONSOLIDATED 

FINANCIAL STATEMENTS 

1.1. Scope  

The provisions in this Standard apply to any entity that is required to prepare consolidated 

financial statements.   

The requirement to prepare consolidated financial statements arises from the presence of control 

that ties a public consolidating entity together with other entities. The term "control" herein refers 

to "exclusive control" or "joint control". An entity that has no control over other entities but 

exercises significant influence over them is not required to prepare consolidated financial 

statements. 

A group is composed of a public consolidating entity and all entities over which it has exclusive 

control, joint control or significant influence.  

When an entity is not required to prepare consolidated financial statements but opts to do so, it 

shall refer to this Standard and apply the entirety of its provisions.  

1.2. Contents of the consolidated financial statements  

Consolidated financial statements provide all material information on the assets, financial position 

and surplus or deficit of a consolidating entity and its consolidated entities as if they were those 

of a single economic entity.  

They consist of a consolidated balance sheet, surplus or deficit statement and notes that must be 

published together. 

1.3. Reporting dates 

Consolidated financial statements cover a 12-month period and are prepared as at the reporting 

date of the consolidating entity's accounts. 

Entities that do not report on the same date are consolidated based on interim accounts. 

However, consolidated entities whose reporting dates are within no more than three months of 

the consolidating entity's reporting date, are not required to prepare interim financial statements, 

provided that any material transactions that took place during this time are disclosed.  
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1.4. First-time consolidation  

Retrospective restatement principle  

When an entity prepares consolidated financial statements for the first time, this Standard shall 

be applied retrospectively using the accounting rules and policies in effect on the reporting date 

of the first consolidated financial statements.  

The resulting adjustments shall be made to equity in the opening balance sheet for the period 

preceding the one for which the first consolidated financial statements are prepared unless the 

group does not present a comparison with the previous period. In that case, adjustments shall be 

recorded under equity in the opening balance sheet of the period for which the first consolidated 

financial statements are prepared.  

If it proves difficult to objectively estimate the effect at opening, in particular when this Standard 

requires that a method based on assumptions be used, the method shall be applied from the 

opening date of the period for which the first consolidated financial statements are prepared. Prior 

periods shall not be restated. 

A group may present a balance sheet, surplus or deficit statement and notes without a prior period 

comparison in the following cases: 

˃ existing group newly subject to the requirement to prepare consolidated financial statements; 

˃ existing group that voluntarily prepares consolidated financial statements for the first time; 

˃ newly created group. 

Exceptions to retrospective restatement 

Entities may be exempt from retrospectively applying this Standard if it proves too complex when 

preparing consolidated financial statements for the first time. In that case, prospective application 

is allowed. 

Prior acquisition of entities   

For entities acquired prior to the beginning of the reporting period for which the first consolidated 

financial statements are prepared, the consolidating entity may opt not to retrospectively apply 

the Standard’s provisions on identifying and measuring acquired assets and liabilities and 

determining related goodwill.  

However, where the consolidating entity decides to retrospectively apply the aforementioned 

provisions for a given acquisition, it shall do the same for all acquisitions that occurred after the 

date of that acquisition.  

For those acquisitions that are not subject to retrospective restatement, the difference between 

the carrying amount of the consolidating entity's securities/interests/rights and the equity interest 

in the consolidated entity to which they correspond shall be recognised under consolidated 

reserves on the first consolidated balance sheet. The difference, which can be positive or 

negative, shall be calculated without restatement:  

˃ at the beginning of the reporting period for which the first consolidated financial statements 

are prepared; or 

˃ on the date control was obtained, if that date occurred during the prior period that is 

presented for comparison; or 
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˃ at the beginning of the period that is presented for comparison if control was obtained before 

the beginning of that period.  

Prior acquisition of investments in entities accounted for using the 

equity method  

The exception relating to acquiring control also applies to investments in entities accounted for 

using the equity method. The equity method value is calculated on the date defined in the previous 

paragraph for the calculation of the difference in consolidation of controlled entities.   

2. SCOPE OF CONSOLIDATION 

2.1. Entities within the scope of consolidation 

Entities that shall be consolidated when preparing consolidated financial statements are:  

˃ the consolidating entity;  

˃ entities under exclusive control;  

˃ entities under joint control; 

˃ entities over which significant influence is exercised. 

An entity is included in the scope provided its consolidation, alone or with other entities requiring 

consolidation, has a material effect in relation to the consolidated financial statements of all 

entities included in the scope. 

2.1.1. Consolidating entity 

The consolidating entity is the entity which exclusively or jointly controls other entities, regardless 

of their legal form, or which exercises significant influence over them. 

2.1.2.  Entities under exclusive control 

Exclusive control is the power to direct the financial and operating policies of an entity to obtain 

benefits from its activities. Exclusive control exists when: 

˃ The consolidating entity holds, directly or indirectly, more than half the voting rights in another 

entity; 

˃ The consolidating entity appoints the majority of members in another entity’s administrative, 

management and supervisory bodies during two consecutive periods; the consolidating 

entity is presumed to have made these appointments from the moment it directly or indirectly 

held more than 40% of voting rights during this period and no other 

shareholder/partner/member directly or indirectly held a greater share than the consolidating 

entity. 

˃ The consolidating entity exercises significant influence over an entity under a statute or an 

agreement, where permitted by applicable law. Significant influence arises when, under the 

conditions described above, the consolidating entity can use or direct the use of assets, 

liabilities and off-balance sheet items in the same manner as it controls similar elements in 

its own entity.  
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Control is assessed at the level of the consolidating entity (instead of the Government or other 

contributors) by factoring in all relevant contractual arrangements.  

Exclusive control shall be presumed to exist if the consolidating entity directly or indirectly holds 

more than half the voting rights, unless specific terms contained in related contracts or 

agreements, such as a shareholders' agreement, indicate otherwise.  

2.1.3.  Entities under joint control 

Joint control is the sharing of control of an entity that is jointly operated by a limited number of 

shareholders/partners/members such that the financial and operating policy decisions require the 

consent of the parties sharing control. 

Joint control exists only on the following two conditions: 

˃ A limited number of shareholders/partners/members share the control. No party with joint 

control can exercise exclusive control by unilaterally imposing its decisions on the other 

parties; joint control does not exclude the presence of non-controlling 

shareholders/partners/members that do not have joint control; 

˃ A contractual agreement that: 

 Gives the parties joint control over the entity’s business activity, 

 Sets out the policies that are essential to achieve the jointly operated entity’s objectives 

and require the unanimous consent of all shareholders/partners/members sharing 

control. 

2.1.4. Entities under significant influence 

Significant influence is the power to participate in the financial and operating policy decisions of 

an entity without having control over it. For instance, significant influence can arise through 

representation on management or governing bodies, participation in strategic decision making, 

material intercompany transactions, the transfer of senior management and technological 

dependency. 

A threshold of 20% of the voting power, held directly or indirectly, generally decides whether a 

consolidating entity has significant influence over the financial and operating policy decision-

making of an entity. 

2.2. Determining control and significant influence 

Exclusive control, joint control, and significant influence are determined on the basis of direct or 

indirect ownership of voting rights.  

To assess the voting rights held by an entity in the general meetings of shareholders of another 

entity, the total voting rights held by the consolidating entity and all entities which it controls 

exclusively shall be considered. 
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To calculate the portion of voting rights held, consideration must be given to shares that carry 

double voting rights, voting right certificates tied to issued investment certificates and 

securities/interests/rights subject to firm commitments, held on behalf of the consolidating entity. 

2.3.  Date of entry into and removal from the scope of consolidation 

2.3.1. Date of entry into the scope of consolidation 

An entity is consolidated on the date control or significant influence is obtained by the 

consolidating entity or any entity under its control. 

This date can correspond to: 

˃ The acquisition date of securities/interests/rights by the consolidating entity or a consolidated 

entity; 

˃ The date control or significant influence was obtained if the acquisition took place in several 

stages; 

˃ The date shown in the contract if it is stated that the transfer of control shall not occur on the 

same date as the transfer of acquired securities/interests/rights. 

A contract containing a retroactive effectiveness clause is not sufficient grounds for setting the 

date on which control is transferred to one that is different from the transfer of 

securities/interests/rights. 

2.3.2. Initial consolidation of an entity controlled exclusively or under 

significant influence for several periods 

When a previously unconsolidated entity that is either controlled or under significant influence 

meets the criteria for materiality, it shall be consolidated. Its consolidation is accounted for as if it 

had been consolidated since the date on which the consolidating entity obtained control or 

significant influence. However, the entity's accumulated surplus or deficit since the date on which 

control or significant influence was obtained shall not be recognised in opening reserves but in 

surplus or deficit, after deduction of any dividends received by the group and the amortisation and 

impairment of goodwill, if any.  

2.3.3. Date of removal from the scope of consolidation 

An entity is removed from the scope of consolidation on the date where control or significant 

influence is lost. 

For a disposal, the transfer of control or significant influence generally occurs in tandem with the 

transfer of voting rights tied to the securities/interests/rights. For example, even if the agreement 

to dispose of a consolidated entity was reached at the end of the reporting period, the transferor 

shall continue to consolidate the entity if it still has control over it.  

However, the controlled entity can be removed from the scope of consolidation in exceptional 

circumstances including: where the transfer of control takes place before the transfer of 

securities/interests/rights; subsequent to changes made to management or governing bodies; and 

by virtue of a contract entered into by the parties before the reporting date. The transferor shall 

then factually substantiate that the loss of control is effective before the transfer of voting rights. 
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The temporary disposal, with no loss of control, of consolidated entity securities/interests/rights 

that are repurchased shortly thereafter shall not impact the preparation of consolidated financial 

statements on the reporting date for the entity that temporarily sold them. 

In the case of the loss of control not involving a disposal, for example owing to dilution or severe 

and long-term restrictions, the entity is removed from the scope in tandem with the event that led 

to loss of control. 

2.4. Exclusion from the scope of consolidation 

A controlled entity or an entity under significant influence shall not be consolidated when it 

operates under severe and long-term restrictions which make it difficult for the consolidating entity 

to exert control or influence over said entity, or for funds to be transferred by said entity. 

An entity may also be kept outside the scope of consolidation if: 

˃ the group intends to dispose of the securities/interests/rights held in the subsidiary; 

˃ the subsidiary or interest does not, alone or with others, materially affect the lawful and 

faithful representation of the group's assets and liabilities, financial position and surplus or 

deficit  in the consolidated financial statements; 

˃ the information required to prepare consolidated financial statements cannot be obtained at 

a reasonable cost or in time for the approval of the financial statements. 

A justification for exclusion shall be disclosed in the notes.  

Where the group intends to partially dispose of securities/interests/rights in the controlled entity 

or entity under significant influence, control or significant influence is defined by the share to be 

retained in the long term.  

Where an entity is excluded from the scope of consolidation, the related securities/interests/rights 

are recognised as financial assets in the consolidated financial statements.  

3. METHODS OF CONSOLIDATION  

The methods of consolidation are the following: 

˃ For entities that are exclusively controlled, full consolidation; 

˃ For entities that are jointly controlled, proportional consolidation; 

˃ For entities under significant influence, the equity method of accounting. 

3.1.  Full consolidation 

Full consolidation consists in: 

˃ Adding all elements from the financial statements of the consolidated entity to the financial 

statements of the consolidating entity, after any restatements; 

˃ Allocating the consolidated entity’s equity and surplus or deficit to the consolidating entity 

and other shareholders/partners/members ("non-controlling interests") according to their pro 

rata share of ownership in the consolidated entity; 

˃ Eliminating transactions and balances between the fully consolidated entity and other entities 

within the scope of consolidation. 
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The rule according to which entities under exclusive control are fully consolidated also applies to 

those whose standalone financial statements are structured differently than the financial 

statements of other entities included in the scope of consolidation, as they prepare their financial 

statements under a different accounting framework.  

3.2.  Proportional consolidation 

Proportional consolidation consists in: 

˃ Adding to the financial statements of the consolidating entity its share in the elements of the 

consolidated entity's financial statements according to its pro rata share of ownership, after 

any restatements. Non-controlling interest is thus not recognised; 

˃ Eliminating transactions and balances between the proportionally consolidated entity and 

other entities within the scope of consolidation. 

3.3. Equity method of accounting 

The equity method of accounting, as applied to securities/interests/rights held in entities under 

significant influence, consists in: 

˃ Replacing the carrying amount of the securities/interests/rights with the share attributable to 

the consolidating entity in the consolidated entity's equity, including the surplus or deficit for 

the period, calculated according to the accounting policies applied in the consolidated 

financial statements; 

˃ Eliminating transactions and balances between the entity accounted for using the equity 

method and other entities within the scope of consolidation.  

4. CONSOLIDATION OF AN ENTITY IN A SINGLE TRANSACTION 

The consolidation of an entity results from a consolidating entity obtaining control or significant 

influence over it, regardless of the legal terms pertaining to the transaction. 

4.1. Acquisition cost  

An entity's acquisition cost is equal to the consideration paid to the seller by the consolidating 

entity (cash, assets or securities issued by a consolidated entity, estimated at market value), plus 

costs directly attributable to the acquisition net of corresponding tax savings. When payment is 

deferred or spread out over time, the cost shall be discounted if discounting has a material effect. 

Costs directly attributable to the acquisition include registration duties as well as fees paid to 

consultants and external experts involved in the transaction.  

When foreign-currency-denominated securities are purchased, the conversion rate shall be the 

exchange rate on the date of consolidation or the hedging rate (after swap point adjustment) if a 

hedge was put in place prior to the transaction. Costs incurred to set up hedges are also included 

in the acquisition cost. 

4.2.  Identifiable assets and liabilities  

An explicit and well-documented approach is used to identify and measure assets and liabilities. 
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The identifiable assets and liabilities of an acquired entity, including intangible assets, are 

measured separately, allowing for their values to be monitored. 

To qualify for recognition, identifiable assets and liabilities must satisfy the definitions set out in 

the Manual's standards on separate financial statements.  

This may lead the consolidating entity to recognise certain assets and liabilities that the acquired 

entity had not previously recognised in its own individual financial statements.  

Examples include patents, acquired or internally generated brands, contractual relations with the 

acquired entity's customers, and ongoing development projects that meet the conditions of 

Standard 5. 

Similarly, in terms of provisions for risks and liabilities, provisions for restructuring costs are only 

recognised if they meet the recognition criteria set out in Standard 12 by the acquisition date. 

However, some assets and liabilities are not identifiable, including: 

˃ residual goodwill shown on the acquired entity's consolidated balance sheet, if it controls any 

subsidiaries. Here, the portion of goodwill that corresponds to this sub-group shall be 

allocated to the relevant activity;  

˃ exchange differences (gains or losses) on foreign-currency-denominated receivables, debt 

and provisions;  

˃ debt issuance costs, bond redemption premiums not yet amortised as of the acquisition date, 

etc. 

4.3.  Measurement principles  

When an entity under exclusive control is consolidated for the first time, the identifiable assets 

and liabilities are recorded on the consolidated balance sheet at their entry value.  

Identifiable assets and liabilities must be measured based on circumstances existing on the date 

the entity is consolidated, without taking subsequent events into consideration.  

4.3.1.  Determining the entry value  

The entry value corresponds to the price that the acquiring entity would have accepted paying if 

it had acquired identified assets and liabilities separately.  

Measuring an asset’s entry value shall factor in the acquiring entity’s expected use of the asset. 

Deferred tax assets and liabilities tied to valuation differences shall be recorded according to the 

requirements of this Standard.  

Non-controlling rights shall be calculated based on the acquired entity's revalued net assets.   

4.3.2. Subsequent monitoring of entry values 

Entry values shall be subsequently measured on each reporting date in accordance with the 

accounting policies of this Standard. 

Entry values which are no longer deemed accurate, owing to an error (and not to a change in 

accounting estimate) that was made during initial consolidation, must be corrected and a 

corresponding retroactive adjustment to goodwill must be made 
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4.3.3. Valuation difference and goodwill 

The difference between the entry value recorded on the group's consolidated balance sheet and 

the carrying amount of the same item on the balance sheet of the controlled entity restated 

according to the accounting standards of the group is called a "valuation difference".  

The difference between the acquisition price and the acquiring entity's share in the acquired 

entity's assets and liabilities measured at their entry value, on the date of the acquisition, is called 

goodwill. 

4.3.4. Measurement period 

At the end of the first reporting period following the acquisition, a provisional measurement of 

identifiable assets and liabilities that can be estimated with sufficient reliability must be made. 

The consolidating entity has, however, until the end of the first period beginning after the period 

during which the acquisition took place to conduct the necessary analyses and appraisals to 

measure and account for identifiable assets and liabilities.  

During this measurement period, the consolidating entity shall recognise additional assets and 

liabilities, or adjust the provisional amounts of identified assets and liabilities, if new information 

is obtained about facts and circumstances that existed at the date of acquisition, which, if known, 

would have resulted in the recognition of those assets and liabilities on that date.  

The initial values that were recorded in the consolidated balance sheet are accordingly modified, 

resulting in a change in gross value and a corresponding adjustment to the carrying amount of 

goodwill. 

Adjustments recorded after the period during which the acquisition took place have an impact on 

the opening balance sheet of that subsequent period and therefore do not affect the consolidated 

financial statements of the acquisition period.  

Gains and losses that are realised during the measurement period on elements identified during 

initial consolidation, or the effective use of provisions, can impact their entry value. Conversely, 

the entry value does not change if gains or losses result from an event that was subsequent to, 

and independent from, the acquisition.  

4.3.5. Positive goodwill  

Positive goodwill is recorded under fixed assets. 

The consolidating entity will determine if goodwill has a finite or indefinite useful life based on a 

well-documented analysis of the acquisition's relevant characteristics, and in particular those 

related to technical, economic and legal aspects (e.g., limited life cycle of products derived from 

the acquisition, expected synergies, legal or contractual reasons that may constrain future 

business activity, etc.). 

Where there is no foreseeable limit to the useful life during which goodwill provides economic 

benefits to the group, goodwill is not amortised.  
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Where, at the time of the acquisition, there is a foreseeable limit to the useful life, goodwill is 

amortised over this period using the straight-line method, or, if the useful life cannot be determined 

reliably, over 10 years. Any significant change made to the useful life of goodwill shall be treated 

prospectively. 

At each reporting date, the consolidating entity must determine if there is any evidence of 

impairment to goodwill. 

If evidence exists, an impairment test shall be performed: the net carrying amount of goodwill is 

compared to its present value.  

If the fair value of goodwill falls below its net carrying amount, the latter is written down to the fair 

value by recognising an impairment charge. 

If the useful life of goodwill is indefinite, the impairment test shall be performed at least annually, 

whether or not there is any evidence of impairment. 

Impairment losses shall never be reversed.  

If unamortised goodwill is subsequently determined to have a finite useful life according to the 

criteria stated in the second paragraph of section 4.3.5., the asset shall be tested for impairment 

and goodwill shall be amortised over its remaining estimated useful life. 

4.3.6. Negative goodwill 

Negative goodwill generally corresponds to a potential gain from a bargain purchase or insufficient 

profitability of the acquired entity. 

However, at the time of the acquisition, identified intangible assets that cannot be measured 

reliably by reference to an active market shall not be recognised on the consolidated balance 

sheet if they give rise to, or increase, a negative goodwill balance.  

The negative surplus, if any, shall be recognised in surplus or deficit over a period that reflects 

the assumptions made and terms set at the time of the acquisition. 

Negative goodwill is recorded on the balance sheet as a liability, on a specific line item separate 

from equity. 

5.  OTHER CHANGES IN CONTROLLING OR OWNERSHIP 

INTEREST 

5.1.  Obtaining exclusive control over an entity in successive 

stages 

5.1.1. Full consolidation of an entity previously consolidated using the 

equity method of accounting 

For the full consolidation of an entity previously consolidated using the equity method, the total 

acquisition cost (initial acquisition and additional acquisitions that give exclusive control) is 

determined according to paragraph 4.1 on acquisition cost. 
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Assets and liabilities are identified and valued, on the date control is acquired7, according to 

paragraphs 4.2. through 4.3.1. The possible revaluation gain or loss relative to the share in equity 

previously consolidated using the equity method is directly credited to consolidated reserves. 

5.1.2. Full consolidation of an entity previously consolidated using 

proportional consolidation 

For the full consolidation of an entity previously consolidated using proportional consolidation, the 

total acquisition cost (initial acquisition and additional acquisitions that give exclusive control) is 

determined according to paragraph 4.1 on acquisition cost. 

Assets and liabilities are identified and valued, on the date exclusive control is established, 

according to paragraphs 4.2. through 4.3.1.  The possible revaluation gain or loss relative to the 

share in equity previously consolidated proportionally is directly credited to consolidated reserves. 

5.2. Changes in the ownership interest in an entity previously 

consolidated in full  

5.2.1. Increase in the ownership interest in a fully consolidated entity  

Where the ownership interest in a fully consolidated entity is increased, additional acquisitions do 

not affect the valuations of identified assets and liabilities that were made on the date control was 

obtained. The resulting difference is entirely reflected under goodwill. 

Additional goodwill is recognised according to paragraph 4.3.5. 

A resulting negative difference implies that the acquisition cost is less than the proportional 

interest it represents in the value of identified assets and liabilities. The value of the consolidated 

entity’s assets shall be reviewed, which may lead to an impairment loss being recognised. 

The remaining negative difference is charged against the positive difference that resulted from 

the initial full consolidation and, if a negative balance still remains, it shall be recorded as a liability, 

separately from equity. The negative balance shall be recognised in surplus or deficit over a 

period that reflects the assumptions made and terms set at the time of the last acquisition. 

5.2.2. Disposal of a percentage of ownership interest in an already fully 

consolidated entity 

Removal from the scope of consolidation 

When an entity is disposed of, its removal from the scope of consolidation takes place on the 

same date as the transfer of control to the acquiring entity. 

The consolidated surplus or deficit statement shall monitor the revenues generated and costs 

incurred by the entity that was disposed of, until control is transferred. 

If the disposal of an entity is material, the group’s share in the divested entity's net surplus or 

deficit may be presented on a separate line on the surplus or deficit statement to facilitate 

comparisons over time.  

                                                 
7  Exclusive control or joint control. 
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If any agreements to sell entities were entered into on the reporting date and control is transferred 

before the consolidated financial statements are finalised, the entity's assets and liabilities that 

are held for sale can be grouped together on a separate line entitled "Net assets or liabilities held 

for sale" on the consolidated balance sheet. 

The surplus or deficit statement is also presented according to the requirements defined in the 

above paragraph. 

Gain or loss on disposal of assets 

The gain or loss on the disposal of assets is recognised when realised, that is on the date when 

the consolidating entity transferred control over the entity. A capital loss provision shall be 

recorded, however, as soon as the loss is deemed probable. 

The capital gain or loss from a disposal is calculated based on the most recent carrying amount 

of the entity, including surplus or deficit until the date of disposal, the residual goodwill and any 

foreign currency exchange differences recorded under equity attributable to the group. 

Partial disposal - Entity remains fully or proportionally consolidated or 

accounted for using the equity method 

Where a group disposes of an entity partially, and the entity remains fully or proportionally 

consolidated, the factors involved in determining the capital gain or loss (including the share of 

goodwill and foreign currency exchange differences) shall be taken into consideration based on 

the share that was disposed of in relation to the share held prior to disposal, to determine the gain 

or loss on disposal. 

Where a partial disposal results in a change in consolidation method from full consolidation to the 

equity method, the gain or loss on disposal shall be calculated in the same manner.  

In accordance with the equity method of accounting, assets and liabilities of the disposed entity 

shall no longer be consolidated line-by-line on the dates and according to the requirements set 

out above under "Removal from the scope of consolidation” and "Gain or loss on disposal of 

assets". 

Partial disposal - Entity removed from the scope of consolidation 

When a partial disposal results in an entity being removed from the scope of consolidation, the 

gain or loss on disposal shall be calculated in the same manner as set out above under "Partial 

disposal - Entity remains fully or proportionally consolidated or accounted for using the equity 

method".  

Assets and liabilities shall no longer be consolidated on the dates and according to the 

requirements set out above under "Removal from the scope of consolidation” and "Gain or loss 

on disposal of assets". 

The carrying amount of the retained interest, including any residual goodwill on this date, is 

treated as its entry value.  
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5.2.3.  Other changes in ownership interest in securities/interests/rights of 

an entity 

Equity increase in an exclusively controlled entity 

Situations where a decrease in ownership interest follows a capital increase in an exclusively 

controlled entity, that capital increase being unequally subscribed among the partners (or an 

equity contribution which is unequally divided among the partners), some of whom do not belong 

to the group, are treated as a partial disposal and give rise to the recognition of the resulting 

capital gain or loss under surplus or deficit. 

Situations where an increase in ownership interest follows a capital increase in an exclusively 

controlled entity, that capital increase being unequally subscribed among the partners (or an 

equity contribution which is unequally divided among the partners), some of whom do not belong 

to the group, are treated as a partial acquisition and give rise to the recognition of goodwill. 

Reclassification of securities/interests/rights within a group 

When the reclassification of securities/interests/rights within a group involves two fully 

consolidated entities, the resulting capital gain or loss is internal in nature. It is eliminated in full 

and allocated between consolidating entity interests and non-controlling interests in the entity 

having achieved the surplus or deficit. Assets and liabilities are maintained at the value already 

recorded in the consolidated financial statements. 

The treatment of changes in ownership interest related to the full or partial transfer of 

securities/interests/rights of a consolidated entity between two entities that are fully consolidated 

but held with different percentages of ownership does not affect the surplus or deficit. 

Indeed, to the extent that these transfers do not enable the acquisition or disposal of all or part of 

the securities/interests/rights of the transferred entity (or either entity involved in the transfer) held 

by non-controlling interests, and that there are no transactions outside the group, any change in 

non-controlling interest resulting from a reclassification of securities/interests/rights within the 

group will be offset by a change in consolidated reserves with no resulting impact on surplus or 

deficit. This accounting treatment also applies to the reclassification of assets. 

5.2.4. Removal from the scope of consolidation without disposal 

If removal from the scope of consolidation is driven by loss of control or significant influence 

without disposal (for example because severe and long-term restrictions impact the control that 

is exerted over the entity) or by materiality having fallen below required thresholds, 

securities/interests/rights are recorded on the balance sheet at the equity stake they represent on 

the date of removal from the scope of consolidation, plus any residual goodwill. The transaction 

does not itself cause a capital gain, capital loss, or change in equity. 

6. OTHER REQUIREMENTS FOR FULL CONSOLIDATION 

6.1.  Elimination of intercompany transactions 

6.1.1. Transactions with no impact on consolidated surplus or deficit 

All intercompany receivables and payables, as well as intercompany income and expenses are 

eliminated in full. 

The same applies for off-balance sheet commitments.  
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6.1.2. Transactions with an impact on consolidated surplus or deficit 

For transactions that have an impact on consolidated surplus or deficit:  

˃ Gains and losses, as well as capital gains and losses, are eliminated in full and allocated 

between consolidating entity interests and non-controlling interests in the entity that achieved 

the surplus or deficit.  

˃ In the case of elimination of losses, it is important to ensure that the value of the asset 

disposed of is not subject to depreciation. 

˃ By eliminating the effects of internal transactions related to assets, their value is reduced to 

their carrying amount prior to the transaction on the consolidated balance sheet 

(consolidated historical cost).  

˃ Income tax is adjusted to remove the effects of internal results. 

˃ Intra-group dividends are also eliminated in full, including dividends related to results prior to 

initial consolidation. 

˃ Impairment charges to equity investments recorded by the entity that holds the investments, 

and provisions recorded due to losses incurred by exclusively controlled entities are 

eliminated in full.  

Examples of internal transactions that shall be eliminated include capital gains and losses on the 

internal disposal of fixed assets and intercompany profit in inventory transactions.  

All internal transactions shall be eliminated even when the entities included in the scope of 

consolidation belong to different industries.  

6.2.  Non-controlling interest 

6.2.1. Debit balances on non-controlling interest 

Where, owing to losses, the share of non-controlling interest in a fully consolidated entity becomes 

negative, the surplus and subsequent losses attributable to non-controlling interests are deducted 

from controlling interests, unless the shareholders/partners/members are contractually obligated 

to cover the losses.  

If, the consolidated entity achieves a surplus at a later date, controlling interests are credited with 

100% of the profits until the share of assumed losses attributable to non-controlling interests is 

eliminated in full. 

6.2.2.  Exchange of non-controlling interest 

In accordance with the general principle, any exchange of non-controlling interest shall be 

recognised at the more reliable value of the two exchanged ownership stakes and gives rise to a 

capital gain or loss compared to their consolidated carrying amount. 

7.  PROPORTIONAL CONSOLIDATION METHOD  

7.1.  General principles 

The main difference with full consolidation is that elements comprising the assets and liabilities 

as well as surplus and deficit of the entity under joint control are added to the consolidating entity's 
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financial statements in proportion to the owner's interest in the securities/interests/rights without 

any recognition of direct non-controlling interests. 

However, the general rules of consolidation, as defined for full consolidation, apply to the 

measurement of equity and surplus or deficit of proportionally consolidated entities, subject to the 

specific requirements set out below. 

Subsequent changes in ownership interest – proportional consolidation 

maintained 

An increase in the ownership interest in a proportionally consolidated entity that remains 

accounted for using the same method is treated as follows:  

˃ Additional acquisitions of securities/interests/rights do not impact the valuations of identified 

assets and liabilities determined on the date joint control was established, as the resulting 

difference is allocated to goodwill in full; 

˃ Additional goodwill is recognised according to paragraphs 4.3.5. and 4.3.6. on positive and 

negative goodwill. 

7.2.  Elimination of intercompany transactions 

7.2.1. Transactions with no impact on consolidated surplus or deficit 

For transactions between a proportionally consolidated entity and a fully consolidated entity, 

intercompany receivables, payables, revenues and expenses are eliminated according to the 

percentage of ownership of the jointly controlled entity. The difference between the amount 

eliminated and the balance of receivables and payables is treated as receivables and payables 

with entities outside the group. 

7.2.2. Transactions with an impact on consolidated surplus or deficit 

For transactions between a proportionally consolidated entity and a fully consolidated entity that 

affect consolidated surplus or deficit:  

˃ In the case of a disposal by a fully consolidated entity to a proportionally consolidated entity, 

or vice versa, the elimination is in the amount of the percentage ownership of the jointly 

controlled entity. 

˃ If a proportionally consolidated entity incurs losses leading to the impairment of equity 

investments recorded by the entity that holds the securities/interests/rights, the impairment 

charge is eliminated in full. 

7.2.3. Elimination of transactions between two proportionally 

consolidated entities 

In the case of a transaction between two proportionally consolidated entities, the elimination shall 

be in proportion to the lower of the two ownership stakes. 



Standard on Consolidated Financial Statements - Requirements 

26 

8. EQUITY METHOD  

8.1.  General principles 

The general rules of consolidation, as defined for full consolidation, apply to the measurement of 

equity and surplus or deficit of entities accounted for using the equity method, subject to the 

specific requirements set out below.  

As with full and proportional consolidation, restatements and eliminations are made and disclosed 

only if material. 

8.1.1.  Initial consolidation 

On the date of first consolidation, the equity method consists in replacing the carrying amount of 

securities/interests/rights with their share in the equity of the consolidated entity, including surplus 

or deficit. The equity is equal to the difference between identifiable assets and identifiable 

liabilities determined according to the rules defined for full consolidation. Any resulting goodwill is 

presented in the same manner as goodwill under full consolidation.  

The consolidating entity's share of the consolidated entity's net surplus or deficit is also shown in 

the surplus or deficit statement under a line relating to the share in the surplus or deficit of equity-

accounted entities. 

8.1.2.  Subsequent consolidations 

The value of the securities/interests/rights accounted for using the equity method is equal, at the 

end of each period, to the share they represent in the restated equity of the consolidated entity. 

Changes of any kind in the restated equity of equity-accounted entities therefore increases or 

decreases the value of equity-accounted securities/interests/rights at the end of the previous 

reporting period. 

The change in value of securities/interests/rights from one period to the next may have several 

explanations other than acquisitions and disposals: surplus or deficit, dividend distributions, 

capital transactions, mergers by acquisition, partial contributions of assets, exchange rate 

variations for foreign entities, etc. 

The portion of the surplus or deficit of these entities shall be clearly delineated on the consolidated 

surplus or deficit statement.  

Dividends received from equity-accounted entities shall be eliminated from the surplus or deficit 

statement of the entity holding the securities/interests/rights and added to consolidated reserves. 

When the share of the entity holding the securities/interests/rights in the equity of an entity whose 

securities/interests/rights are accounted for using the equity method becomes negative, that 

share is generally recorded at a value of zero. However, if the holding entity has a legal or 

constructive obligation not to divest its shareholding, the negative portion of equity is recorded in 

provisions. The provision is adjusted at the end of each period according to the share in equity of 

the equity-accounted entity. 

8.2. Elimination of intercompany results 

The following intercompany results shall be eliminated: intercompany gains and losses included 

in investments, inventories, fixed assets and other assets arising from transactions between: a) 

entities in which the securities/interests/rights are accounted for using the equity method and 



Standard on Consolidated Financial Statements - Requirements 

27 

entities that are fully or proportionally consolidated, and b) entities over which significant influence 

is exercised. 

Gains and losses included in investments, inventories, fixed assets and other assets, and those 

arising from transactions between the equity-accounted entity and fully consolidated entities are 

eliminated in proportion to the group's ownership interest in the equity-accounted entity. 

If the transactions were carried out with a proportionally consolidated or equity-accounted entity, 

the elimination is made in proportion to the product of the ownership interest of the two stakes. 

If losses are incurred by entities whose securities/interests/rights are accounted for using the 

equity method, impairment charges to equity investments recorded by the entity that holds the 

securities/interests/rights are eliminated in full. 

8.3. Subsequent changes in ownership interest  

In the case of subsequent changes in ownership interest, three cases may arise: 

˃ The entity that was previously consolidated using full or proportional consolidation is now 

accounted for using the equity method. Here, rules defined under the section entitled "Partial 

disposal - Entity remains fully or proportionally consolidated or accounted for using the equity 

method” in paragraph 5.2.2. (“Disposal of a percentage of ownership interest in an already 

fully consolidated entity”) shall apply; 

˃ The entity that was previously accounted for using the equity method is now fully or 

proportionally consolidated. In this case, the rules defined in paragraph 5.1.1 (“Full 

consolidation of an entity previously accounted for using the equity method of accounting”) 

shall apply; 

˃ The entity previously accounted for using the equity method remains consolidated using the 

same method. Here, the value of the securities/interests/rights accounted for using the equity 

method as well as any goodwill are adjusted as follows: 

 For additional acquisitions, the equity method is applied to new securities/interests/rights 

following the same rules as those applied at the time of initial consolidation. Any new 

goodwill shall be recognised according to paragraphs 4.3.5. (“Positive goodwill”) and 

4.3.6. (“Negative goodwill”) and any difference resulting from the revaluation of the equity 

method value shall be credited directly to consolidated equity; 

 For disposals, the capital gain or loss that must be recognised in the surplus or deficit 

statement is equal to the difference, on the date of disposal, between the disposal 

consideration and the sold portion of the share in equity (accounted for using the equity 

method), plus, where applicable, the corresponding portions of the residual balances in 

goodwill and foreign currency exchange differences. 

Situations where a decrease in ownership interest follows a capital/equity increase in an equity-

accounted entity, and where the capital increase is unequally subscribed among its 

shareholders/partners/members, some of which do not belong to the group, are treated as a 

partial disposal and give rise to the recognition of the resulting capital gain or loss under surplus 

or deficit. 
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Situations where an increase in ownership interest follows a capital/equity increase in an equity-

accounted entity, and where the capital increase is unequally subscribed among the 

shareholders/partners/members, some of which do not belong to the group, are treated as a 

partial acquisition and give rise to the recognition of goodwill. 

9.  GROUP ACCOUNTING POLICIES 

9.1.  Definitions and restatements to conform with group 

accounting policies  

9.1.1. Definitions 

The objectives of a group's accounting policies are to provide a uniform representation of all 

entities included in the scope of consolidation by taking into account the specific characteristics 

of consolidation and the financial reporting objectives of the consolidated financial statements.  

The group’s accounting policies correspond to those set out in the Manual's other standards for 

separate financial statements, subject to:  

i. the group's choice of alternative accounting policies where a choice of accounting policy 

is provided for by the Manual's provisions on separate financial statements,  

ii. the accounting policies that are mandatory under this standard notwithstanding the fact 

that they may be optional for separate financial statements,  

iii. the optional accounting policies set out in this standard.  

9.1.2. Restatements to ensure uniformity   

A group's accounting policies shall be uniformly applied for like transactions and other events in 

similar circumstances. 

If an entity lying inside the scope of consolidation uses accounting policies other than those 

adopted by the group for like transactions and events in similar circumstances, its separate 

financial statements shall be restated for the preparation of the group's consolidated financial 

statements.  

9.2. Mandatory accounting policies for all group entities  

9.2.1. Special accounting treatment for certain assets and liabilities  

9.2.1.1. Impact of accounting entries recorded for tax reporting purposes  

The impact of accounting entries recorded solely for tax reporting purposes is eliminated. 

Examples include: 

˃ The recognition and reversal of special depreciation allowances for tax purposes when a 

consolidated entity uses a diminishing-balance method of depreciation as provided for by 

French tax legislation, but considers it more appropriate to employ the straight-line method 

in its financial statements for accounting purposes; 

˃ The creation and reversal of regulated provisions; 
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˃ The recognition in surplus or deficit of the impact of a change in methods. 

9.2.1.2. Recognition of leases and similar arrangements on the balance 

sheet 

Leases and similar arrangements are recognised: 

˃ On the lessee's balance sheet as a fixed asset and corresponding loan, and on the surplus 

or deficit statement as depreciation and financial expenses; 

˃ On the lessor's balance sheet as a loan. 

An arrangement that is similar to a lease shall meet at least one of the following conditions:  

˃ The contract provides for the transfer of legal title at the end of the lease term with a purchase 

option, and the lessee is reasonably certain to exercise the option on the date the lease 

begins; 

˃ The term of the lease covers the major part of the asset's useful life under the lessee's 

conditions of use; 

˃ The present value of the minimum lease payments approximates the fair market value of the 

underlying leased asset on the date the lease begins.  

9.2.1.3.  Sale and leaseback transactions 

If an entity sells an asset to a third party and leases it back under a finance lease or similar 

arrangement, the sale is not deemed to have taken place and the seller-lessee shall:  

˃ Eliminate the gain or loss from the sale on the surplus or deficit statement; 

˃ Recognise the gross value and accumulated depreciation of the asset sold on the date of 

sale on the asset side of the balance sheet; 

˃ Continue to depreciate the sold asset under the same conditions as before the sale, over its 

useful life or the term of the arrangement if shorter; 

˃ Record debt on the balance sheet equal to the disposal consideration that was received; 

˃ Subsequently record the cash flow from the related debt. 

In the event of a capital loss, the asset is written down if its current value is less than its net 

carrying amount.  

9.2.1.4. Borrowing costs 

Borrowing costs are distributed over the term of the loan on a linear or actuarial basis (or using 

any other method deemed more suitable) according to the loan’s repayment schedule. 

Borrowing costs include:  

˃ Issuance costs, 

˃ Issuance premiums,  

˃ Redemption premiums. 
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9.2.1.5. Business formation expenses 

Expenses for set-up, conversion and start-up are recognised on the surplus or deficit statement 

during the period in which they are incurred.  

9.2.1.6. Capitalisation of certain costs 

The following costs are capitalised on the balance sheet provided they meet the criteria set out in 

the Manual's other standards: 

˃ Development costs and website creation costs under the conditions set out in standard 5; 

˃ transfer taxes, fees or commissions and legal fees related to the acquisition of an asset under 

the conditions set out in standards 5, 6 and 7.  

9.2.2. Income taxes 

Income taxes include all taxes levied on profits, whether current or deferred. 

When taxes are due or owed and settlement does not depend on executing future operations, 

they are treated as current, even if the settlement is spread over several periods. They may 

appear on the balance sheet as assets or as liabilities depending on the particular situation. 

An entity's operations may have positive or negative tax implications other than those considered 

when calculating taxes payable. This gives rise to tax assets or liabilities that are classified as 

deferred.  

Deferred tax assets and liabilities occur when, as a result of operations already carried out—

whether recognised in both separate and consolidated financial statements or only in the latter 

(e.g. restatements or elimination of intra-group profits or losses)—differences arise in the future 

between the entity's taxable income and accounting income, such as when operations carried out 

in a given period are not taxable until the following period. Such differences are described as 

temporary. 

Other examples include tax credits for which recovery depends on circumstances other than time, 

and tax deductions related to tax loss carryforwards. 

All deferred tax liabilities shall be recognised, except as provided in this Standard. However, 

deferred tax assets are recognised only to the extent that recovery is likely.  

9.2.2.1.  Temporary differences 

A temporary difference arises whenever the accounting base and tax base of an asset or liability 

are different. 

˃ Examples of temporary differences that give rise to future taxation and therefore to deferred 

tax liabilities include: 

 Tax-deferred income, such as accrued financial income that will only become taxable 

when due; 

 Capitalised expenses that are immediately deductible for tax purposes but whose 

recognition will be amortised or deferred; 
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 Assets which, upon disposal or during use, will only give rise to tax deductions that are 

lower than their book value. This applies in particular to assets which, when control is 

obtained, are recorded in consolidated assets at a higher value than the value which, 

from a tax perspective, gives rise to a deduction, either upon disposal of the asset, or as 

it is used at the rate of depreciation ("tax value" of the asset lower than its "book value"). 

˃ Temporary differences that give rise to future tax deductions and therefore to deferred tax 

assets include expenses that only become tax deductible at a later date, such as provisions 

that become deductible at the time a risk or liability materialises (in France, for example, the 

provision for retirement benefits). 

9.2.2.2.  Recognition of deferred tax assets 

Deferred tax assets are only recognised: 

˃ if recoverability of the deferred tax assets does not depend on future surplus or deficit. If 

such is the case, they shall be recorded in the amount of the deferred tax liabilities already 

recognised and expiring in the period during which these assets become or remain 

recoverable. It is possible, in this case, to take account of tax options used to extend the 

period separating the date on which a tax asset becomes recoverable from the date on which 

it lapses; 

˃ or if it is likely that the entity will successfully recover the deferred tax assets owing to an 

expected taxable profit in that period. It is presumed that such a profit cannot exist when the 

entity has incurred losses in the last two periods unless there is convincing evidence to the 

contrary, for example if losses are the result of exceptional circumstances that are not 

expected to recur in the foreseeable future or if exceptional profits are expected.  

Deferred tax asset recovery rates can consequently be difficult to consistently estimate when 

losses can be carried forward indefinitely. In particular, 

˃ profits earned beyond 5 years are, by nature, more unpredictable and uncertain; 

˃ the potential for recovering losses must be diligently assessed for new business activities 

and new companies. 

9.2.2.3.  Exceptions relating to the recognition of deferred tax liabilities 

Deferred tax liabilities shall not be recognised if they arise from: 

˃ the recognition of goodwill when its amortisation or impairment is not tax deductible; 

˃ the recognition of valuation differences involving intangible assets that are generally 

unamortised and cannot be disposed of separately from the acquired entity;  

˃ the initial recognition of asset purchases, depreciable for tax purposes at less than cost, and 

whose tax value on disposal does not take account of this depreciation differential, even 

though these purchases lead to temporary differences. 

In addition, differences between the tax value of equity investments in consolidated entities and 

their carrying amount in consolidated financial statements only give rise to deferred taxes under 

the conditions set out in the following paragraph relating to the taxation of equity in consolidated 

entities. 
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9.2.2.4. Taxation of equity in consolidated entities 

˃ Public consolidating entity: 

Taxes owed by the consolidating entity as a result of distributions to its shareholders8 (usually the 

Government) are recognised directly as a deduction from equity and do not give rise to the 

recognition of deferred taxes. 

˃ Other consolidated entities: 

Only non-recoverable taxes on approved or probable distributions are recognised as deferred 

taxes. 

9.2.2.5.  Accounting treatment of tax assets and liabilities 

Tax assets and liabilities shall be measured using the tax rate and tax rules in force at the end of 

the period. For deferred taxes, the tax rate and tax rules to be used are those resulting from the 

tax laws in force at the end of the period and which will apply when the future difference is realised, 

for example, when the tax laws in force at the end of the period provide for the introduction or 

elimination of tax increases or reductions in the future. If these laws do not provide for changes 

in the applicable tax rate and rules, the tax rate and rules in force at the reporting date shall be 

used, irrespective of how likely they will change. 

If, under the tax rules in force at the reporting date, the applicable rate changes in function of how 

the future difference will be realised, the applicable rate for the most likely way of realising the 

difference shall be used.  

Deferred tax assets and liabilities are not discounted. 

Compliance with the conditions for recognising deferred tax assets must be reviewed at each 

reporting date.  

Offsetting accounting entries for deferred taxes 

The offsetting entry for a deferred tax asset or liability shall be treated in the same way as the 

operation that gave rise to it. In most cases, when the transaction impacts income, the offsetting 

entry for deferred taxes will impact the income tax expense. 

When the operation impacts equity, the offsetting entry for deferred taxes also directly impacts 

equity. This is the case, for example, for the impact of a change in accounting policy on the 

opening balance sheet. 

The effect of changes in tax rates and tax rules on existing deferred tax assets and liabilities 

impacts income, even when the offsetting entry for these was originally recognised directly in 

equity.  

When the operation consists in determining valuation differences for the acquisition of an entity 

by the group, the offsetting entry for the deferred tax increases or decreases the amount of 

goodwill. 

                                                 
8  The term "shareholder" should be considered in a broad sense since it refers, in this Manual, essentially to the 

Central Government. 
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Presentation 

Deferred tax assets and liabilities, regardless of when they expire, shall be presented as a net 

balance on the balance sheet when they relate to the same tax entity. 

9.2.3. Translation of financial statements expressed in a foreign currency  

9.2.3.1. Closing rate method 

As a general rule, the closing rate method is used to translate the financial statements of foreign 

entities. 

The translation is done as follows: 

˃ all assets and liabilities, whether monetary or non-monetary, are translated at the exchange 

rate prevailing at the end of the reporting date; 

˃ all revenues and expenses (including amortisation and provisions) are translated using the 

average rate for the period. 

9.2.3.2. Recognising foreign currency exchange differences 

Foreign currency exchange differences, relating to the opening balance sheet and surplus or 

deficit statement, are recorded as equity on the consolidating entity's balance sheet under "foreign 

currency exchange differences" (for the share of the consolidating entity) and "non-controlling 

interests” (for the share of third parties).  

In the event of liquidation or disposal of all or part of the interest in a foreign entity, the share of 

the currency exchange difference relating to the interest sold is transferred back to the surplus or 

deficit statement.  
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10.  MODELS FOR CONSOLIDATED FINANCIAL STATEMENTS AND 

CONTENTS OF THE NOTES 

The model for presenting financial statements, shown below, may be adapted by adding or 

changing certain line items. Information on these changes shall be disclosed in the notes to the 

financial statements. 

Model for the consolidated balance sheet  

ASSETS Period N Period N 

- 1 

LIABILITIES Period N Period N 

- 1 

Fixed assets   Equity    

Intangible assets  

of which positive goodwill 

  Government funding (1)  

Other funding (2) 

Consolidated reserves 

Consolidated surplus or deficit  

  

   Other (3)   

Tangible fixed assets   Non-controlling interest    

Financial assets    Negative goodwill   

Investments in equity affiliates     Provisions   

Current assets      

Inventories and work in progress    Debt   

Trade accounts receivable    Loans and financial liabilities   

Other receivables (4)   Trade accounts payable   

Marketable securities   Other debt (5)   

Cash       

Prepayments and accrued income 

(assets) 

  Accruals and deferred income 

(liabilities) 

  

Total assets    Total liabilities   

(1) Initial and additional grants received from the Government (equity contributions made to the 

consolidating entity), whether or not assigned to an asset. 

(2) Outside asset funding for the consolidating entity's assets, excluding initial and additional allocations 

received from the Central Government and outside asset funding (excluding initial and additional 

allocations) for the assets of consolidated entities. 

(3) Details are provided in the analysis of the change in consolidated equity (group share). 

(4) Of which deferred tax assets. 

(5) Of which deferred tax liabilities.  
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Model for the consolidated surplus or deficit statement  
 

  Period N Period N - 1 

Revenue (1)      

- Non-exchange revenue (including grants and similar revenue)     

- Exchange revenue (or direct operating revenue, including from the 

sale of goods and services) 
    

- Other operating revenue     

Operating expenses     

- Purchases consumed      

- Staff costs (2)     

- Other operating expenses 

Intervention expenses 
    

Taxes      

Depreciation, impairment and provisions (3) 

Reversal of funding tied to a specific asset 
    

Operating surplus or deficit before amortisation and 

impairment of goodwill 
    

Amortisation and impairment of goodwill     

Operating surplus or deficit after amortisation and impairment 

of goodwill 
    

Financial expenses 

Financial revenue 

Financial surplus or deficit  

    

Income tax     

Net surplus or deficit of consolidated entities     

Share in the surplus or deficit of entities accounted for using the 

equity method  
    

Net surplus or deficit of the consolidated group  

    Non-controlling interest 

Net surplus or deficit (group share) 

(1) Excluding financial revenue. 

(2) Including employee profit sharing 

(3) Excluding amortisation and impairment of goodwill. 
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11. DISCLOSURE 

11.1. General principles  

The notes to the consolidated financial statements refer to this standard as the framework used 

to prepare consolidated financial statements. 

The notes include additional information to what is presented in the consolidated balance sheet 

and surplus or deficit statement.   

This information enables users of the consolidated financial statements to assess the assets and 

liabilities, financial position and surplus or deficit of the consolidated entities. The information is 

presented in the notes in the order in which the items to which they relate are presented in the 

consolidated balance sheet and surplus or deficit statement. 

The disclosures required by this standard are not exhaustive and should be supplemented in the 

notes when certain elements that are specific to the group's situation may be material.  

The figures are reported for the current and previous period. 

Where consolidated entities have a different reporting date than the one used for the consolidated 

financial statements, this shall be disclosed and justified in the notes.  

11.2. Accounting policies 

The notes to the consolidated financial statements set out the group's significant accounting 

policies in order to provide a clear understanding of the consolidated financial statements, taking 

into account the group’s activities and transactions. 

This list of policies identifies those that are adopted by the group where a choice is possible and 

has a material impact.  

The notes shall outline the circumstances that prevent a period-over-period comparison of the 

consolidated balance sheet and surplus or deficit statement items. 

In the event of a change in accounting policy, the required disclosures are set out in Standard 14 

of the Manual.  

11.3. Information on scope of consolidation 

11.3.1.  Information on entities included in the scope of consolidation 

The notes to the consolidated financial statements shall include the following information relating 

to the identification of entities included in the scope of consolidation, to the extent that they are 

material: 

˃ name and location of headquarters; 

˃ the share of their equity held directly and indirectly, as well as their method of consolidation, 

distinguishing between full consolidation, proportional consolidation and the equity method. 

Such information may be omitted insofar as its disclosure would be seriously prejudicial to any of 

the entities to which it relates. In this case, a reference shall be made stating that the information 

provided is not complete.  
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11.3.2.  Information on determining the scope of consolidation 

The notes to the financial statements shall specify the criteria used by the group to define its 

scope of consolidation along with the following justifications:  

˃ justification for cases of full consolidation where the proportion of voting rights held is 40% 

or less; 

˃ justification for exclusion from full consolidation where the proportion of voting rights held is 

greater than 50%; 

˃ justification for exclusion from full consolidation where the consolidating entity directly or 

indirectly held more than 40% of the voting rights and no other partner or shareholder directly 

or indirectly held a greater share than the consolidating entity; 

˃ justification for cases of consolidation using the equity method where the share of voting 

rights held is less than 20%; 

˃ justification for exclusion from consolidation using the equity method where the share of 

voting rights held is greater than 20%. 

11.3.3.  Information on excluding entities from the scope of consolidation 

For entities excluded from consolidation, the notes shall include the following information:   

˃ justification for exclusion from the scope of consolidation with indication of the name and 

location of the excluded entities;  

˃ the share of equity held directly and indirectly in the entity excluded from the scope of 

consolidation. 

11.3.4.  Information on controlled entities entering the scope of 

consolidation  

The notes to the financial statements shall include information on the entrance of a controlled 

entity into the scope of consolidation. Thus, 

˃ for the acquisition of an entity to be fully or proportionally consolidated, all relevant 

information concerning the acquisition cost and the amount of goodwill shall be disclosed at 

the date of entry into the scope. Where goodwill is negative, this situation shall be justified; 

˃ the methods for determining the useful life, finite or indefinite, of positive goodwill shall be 

explained; 

˃ the methods for determining the entry value of identified assets and liabilities shall be 

explained. 

˃ In the specific case of intangible assets identified and recognised at the date of acquisition, 

the following information shall be specified:  

 the nature of the intangible assets identified and recognised at the date of acquisition; 

 the method used to determine their entry value; 

 the methods used to monitor their values on reporting dates that follow the date of 

acquisition. 

˃ Indication of the acquisition’s impact on all balance sheet, surplus or deficit statement and 

cash flow statement items. 
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˃ Income relating to the activity and surplus or deficit of the entity entering the scope of 

consolidation, as if entry into the scope had occurred at the beginning of the period. 

11.3.5. Information on changes in ownership interest 

The notes to the financial statements shall include information on the impact of changes in 

ownership. Thus,  

˃ for subsequent changes in the ownership interest of securities, whether or not they lead to a 

change in consolidation method, all relevant information concerning the impact of significant 

changes on any balance sheet, surplus or deficit statement and cash flow statement item 

shall be disclosed; 

˃ for the disposal of a previously fully consolidated entity, if the group's share in the net surplus 

or deficit of the disposed entity is presented on a single line on the surplus or deficit 

statement, information shall be provided on the main items of the disposed entity's surplus 

or deficit statement up to the date on which control was transferred. 

11.4.  Other information  

11.4.1.  Events subsequent to the reporting date  

Information on events subsequent to the reporting date shall include:  

˃ Information on material events subsequent to the reporting date that have not been 

recognised in the balance sheet or surplus or deficit statement;  

˃ Information on the cost of material acquisitions made between the end of the period and the 

the date the financial statements are finalised. 

If disposals are made between the end of the period and the date on which the financial 

statements are finalised, information on how the disposal consideration was calculated shall be 

provided.  

For entities held for sale on the the date the financial statements are finalised, the terms of the 

disposal transaction and the expected completion date shall be disclosed. 

11.4.2. Staffing  

The average number of employees during the period shall be provided; the average number of 

employees at proportionally consolidated entities shall be reported separately. 

11.4.3. Auditors' fees  

For each auditor, the total amount of fees included in the consolidated surplus or deficit statement 

for the period shall be indicated, separating the fees relating to the certification of financial 

statements from those relating to other services. 
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11.5.  Information on balance sheet and surplus or deficit statement 

items and commitments given and received 

11.5.1. General information  

The notes to the consolidated financial statements shall provide all information helpful in 

understanding the consolidated balance sheet and surplus or deficit statement. They shall provide 

information on trends in the group's assets and liabilities, financial position and surplus or deficit.  

The notes shall also provide insight on the group's activities and the environment in which it 

operates.  

To explain any material items on the consolidated balance sheet and surplus or deficit statement, 

the group shall present a breakdown of the relevant balance sheet and surplus or deficit statement 

items and corresponding amounts in the notes.  

In particular, the group shall provide, where it deems relevant, an analysis of performance by 

segment of activity.  

This information shall be presented for the current and previous period.  

11.5.2. Other information disclosed in the notes 

11.5.2.1. Translation of entities that express their financial statements in a 

foreign currency 

For entities included in the scope of consolidation that prepare their financial statements in a 

foreign currency, an analysis of the foreign currency exchange differences resulting from the 

consolidation of foreign subsidiaries in the consolidated financial statements shall be presented. 

11.5.2.2. Goodwill 

Information relating to goodwill shall disclose: 

˃ a breakdown of goodwill to identify:  

 amortised goodwill: gross amount, amortisation and net carrying amount;  

 unamortised goodwill; 

 goodwill related to entities accounted for using the equity method; 

˃ the useful life of goodwill; 

˃ how goodwill is allocated to assets or groups of assets, at which level the impairment tests 

are performed; 

˃ how the goodwill impairment test is performed; 

˃ information on the main assumptions used in the goodwill impairment test and information 

on the test’s sensitivity to the assumptions used; 

˃ the method used to reverse negative goodwill and the duration used for the reversal. 
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11.5.2.3. Intangible assets arising from entity combinations 

Intangible assets that are generated internally may be recognised in the consolidated financial 

statements after consolidation of the entity that generated them. In this case, the following 

information shall be disclosed:    

˃ gross values, amortisation;  

˃ useful life;  

˃ amortisation and/or impairment testing method.  

11.5.2.4. Investments in equity affiliates 

The notes to the consolidated financial statements shall: 

˃ include information on gross values, impairments and changes in equity-accounted 

securities/interests; 

˃ show the contributions to equity and consolidated surplus or deficit of the main equity-

accounted entities.  

11.5.2.5 Leasing and similar arrangements 

The following information shall be provided for leasing and similar arrangements:  

˃ information relating to leasing and similar arrangements where the group is lessee, including 

their impact on the balance sheet and surplus or deficit statement: amounts recorded as 

fixed assets, corresponding depreciation and impairment,  debt; 

˃ analysis of the change in debt between the beginning and the end of the period, including 

information on payments made and expenses recorded; 

˃ maturity schedule of contractual payments (up to one year, over one and up to five years 

and over five years). 

11.5.2.6. Equity 

The notes shall include the following information on equity:  

˃ Breakdown of equity and indication of the amounts relating to the following items: funding 

received (contributions or other), reserves, surplus or deficit, other, total equity.  

˃ A numerical analysis of the change in equity between the beginning and the end of the 

period. 

The above analyses shall be provided using tables and may be supplemented by a tabular 

analysis of the change in non-controlling interest.  

Change in equity 

Changes in consolidated equity may arise from:  

˃ changes in the contribution received by the consolidating entity;  

˃ the consolidating entity's share in the consolidated surplus or deficit for the period (net 

surplus or deficit (group share);  
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˃ distributions (and withdrawals from reserves) made by the consolidating entity during the 

period;  

˃ changes in grants (outside asset funding); 

˃ the impact of changes in exchange rates;  

˃ changes in accounting policies;   

˃ reclassification of securities/interests/rights within the group;  

˃ the allocation of tax expenses related to dividends paid by the consolidating entity.  
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Model for the consolidated statement of changes in equity 

The following model can be adjusted: 

  

Situation at 
closing n-1 

Allocation of 
result n-1 

Surplus or 
deficit n 

Change in investment 
grants/outside asset funding 
not tied to a specific asset  

Change in investment 
grants/outside asset funding 

tied to a specific asset  

Changes in 
the scope of 
consolidation 

Change of 
methods 

Other changes (3) 
Situation at 
closing n 

        Increase Decrease Increase Decrease     Increase Decrease   

Funding received from the 
Central Government by the 
consolidating entity (1) 
 

                        

 Other funding received (2)                         

- from the Central Government 
                        

- from other entities 
                        

Consolidated reserves                         

Surplus or deficit for the period                         

Other (3)                         

Total equity (group share)                         

Non-controlling interest                         

(1) Initial and additional contributions received from the Central Government (equity contributions made to the consolidating entity), whether or not assigned to an asset.  

(2) Outside funding for the consolidating entity's assets (excluding initial and additional contributions received from the Central Government) and outside funding for the assets of 
consolidated entities (excluding initial and additional contributions received from the Central Government). 

(3) To be detailed if material.      
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11.5.2.7. Deferred taxes and tax expense 

For the analysis of deferred tax assets and liabilities and tax expense, the following information 

shall be provided: 

˃ the amount of deferred tax assets not recognised because recoverability is not considered 

likely, along with an indication of the furthest expiry date; 

˃ justification for recognising a deferred tax asset when the entity has experienced a recent 

tax loss; 

˃ breakdown of recognised deferred tax assets and liabilities by major category: temporary 

differences, tax credits or tax loss carryforwards; 

˃ breakdown between deferred and current taxes;  

˃ reconciliation between the total tax expense recognised in the surplus or deficit statement 

and the theoretical tax expense, calculated by applying the consolidating entity’s applicable 

tax rate based on tax laws in force to pre-tax accounting income. Reconciling items include 

the impact of lower or higher tax rates for certain categories of transactions, as well as the 

impact of differences in tax rates on the net surplus of consolidated entities other than the 

consolidating entity. 

11.5.2.8. Pension and similar benefit obligations9 

The following information shall be provided for pension and similar benefit obligations:  

˃ Accounting method used by the group for its pension and similar benefit obligations 

(provision or disclosure in the notes). 

˃ General description of the types of plans, distinguishing, for example, between pension plans 

(pensions, supplementary pensions), retirement benefits and similar benefits (post-

employment health plans). 

˃ Valuation method used and main actuarial assumptions used at the reporting date, including 

how the assumptions were determined (discount rate, salary growth rate, staff turnover rate, 

etc.). 

˃ Description of the composition of the plan's assets and/or reimbursement rights where they 

exist. 

˃ Amount of commitments at the end of the current period and previous period; description of 

main material changes. 

The following additional information shall be provided when provisions are made for pension and 

similar benefit obligations: 

˃ Reconciliation of opening and closing balances between amounts recorded on the balance 

sheet and the present value of the defined benefit obligation, showing: 

 unrecognised actuarial gains and losses; 

 past service costs not recognised on the balance sheet; 

                                                 
9  In accordance with the provisions of Standard 13 in this Manual, when a consolidating entity prepares its consolidated 

financial statements, it can choose between recognising pension and similar benefit obligations or disclosing them in 

the notes. 
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 total plan assets and the impact of the asset ceiling. 

˃ Analysis of the change in liabilities recorded in the balance sheet, showing:  

 the opening and closing carrying balances; 

 the amount of provisions made during the period. 

˃ Indication of the accounting policy used to recognise actuarial gains and losses. 

˃ Description of major events during the period (amendment, curtailment or settlement of the 

plan, etc.) and their impact on the balance sheet and surplus or deficit statement.  

11.5.2.9. Details on commitments given and received  

Commitments given and received shall be broken down by type. Specific information shall be 

provided when firm commitments or options could lead to a change in the scope of consolidation.  

An annotated analysis of the main balances and changes for the period shall be provided.  

11.6.  Cash flow statement 

11.6.1. General principles 

The cash flow statement provides information on the receipts and payments of cash and cash 

equivalents related to operating activities, investing activities, financing activities, and 

transactions managed for third parties 

Short-term, highly liquid investments that are readily convertible to known amounts of cash and 

are not subject to a significant risk of change in value are considered cash equivalents. 

Operating activities are the main income-generating activities and all activities other than those 

defined as investing or financing activities. 

Investing activities are the acquisition and disposal of long-term assets and any other investment 

not included in cash equivalents. 

Financing activities are those transactions that result in changes to the size and composition of 

the group's equity and debt capital. 

11.6.2. Presentation of the cash flow statement 

1° Cash flow from operations 

The consolidating entity shall present cash flows from operations using the indirect method, 

whereby net accounting income is adjusted to take into account the impact of non-cash 

transactions, any deferrals or adjustments of past or future receipts or disbursements related to 

operating activities as well as revenue or expense items in connection with cash flows relating to 

investing activities, financing activities and transactions managed for third parties. 
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2° Cash flow from investing and financing activities 

The consolidating entity shall present the main categories of cash receipts and payments related 

to investing and financing activities on a gross basis, with the following exceptions. 

Option to present cash flow on a net basis  

As an exception to the above rules, the cash flows that are generated by the following operating, 

investing or financing activities may be presented on a net basis: 

˃ Change in financial debt and receivables when the cash flow statement is presented as an 

analysis of the change in net debt; in this case, the group shall disclose in the notes the 

amount of net debt in relation to amounts shown on the balance sheet as well as the changes 

in its underlying components during the period. 

˃ Receipts and payments for items where the turnover is quick, the amounts are large, and the 

maturities are short. 
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Model for the consolidated cash flow statement 

CASH FLOW STATEMENT PERIOD N 

CASH FLOW FROM OPERATING ACTIVITIES 

NET SURPLUS OR DEFICIT FROM CONSOLIDATED ENTITIES 

Elimination of non-cash or non-operating revenue and expense: 

Depreciation, impairment and provisions10, net of reversals 

Changes in deferred taxes 

Gain on disposals, net of tax 

Dividends received from entities accounted for using the equity method 

Change in working capital requirements related to operations11 

 

TOTAL (I)  

CASH FLOW FROM INVESTING ACTIVITIES  

Acquisitions of fixed assets  

Disposals of fixed assets, net of tax 

Effect of changes in scope of consolidation12 

 

TOTAL (II)  

CASH FLOW FROM FINANCING ACTIVITIES  

Equity contributions (including outside asset funding) in cash 

Grants received 

Dividends / withdrawals from reserves paid to the Government  

Dividends paid to non-controlling shareholders of consolidated entities 

    Loan issues 

Loan repayment 

Other transactions  

 

TOTAL (III)  

CASH FLOW FROM TRANSACTIONS MANAGED FOR THIRD PARTIES 

RECEIPTS 

PAYMENTS 
 

TOTAL (IV)  

CHANGE IN CASH POSITION (V=I+II+III+IV)  

CASH POSITION AT BEGINNING OF THE PERIOD  

CASH POSITION AT END OF THE PERIOD  

 

 

                                                 
10   Excluding provisions on current assets. 

11  To be broken down by main headings (inventories, operations-related receivables and payables, unsettled 

provisional account assignments). 

12  Purchase or sale price plus or minus cash received or paid - to be broken down in a note. 


