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Fourth Council Directive of 25 July 1978 based on Article 54 (3) (g) of the Treaty
on the annual accounts of certain types of companies (78/660/EEC) (repealed)

SECTION 4

Special provisions relating to certain balance sheet items

Article 15

1 Whether particular assets are to be shown as fixed assets or current assets shall depend
upon the purpose for which they are intended.

2 Fixed assets shall comprise those assets which are intended for use on a continuing
basis for the purposes of the undertaking's activities.

3
a Movements in the various fixed asset items shall be shown in the balance sheet or in

the notes on the accounts. To this end there shall be shown separately, starting with
the purchase price or production cost, for each fixed asset item, on the one hand,
the additions, disposals and transfers during the financial year and, on the other, the
cumulative value adjustments at the balance sheet date and the rectifications made
during the financial year to the value adjustments of previous financial years. Value
adjustments shall be shown either in the balance sheet, as clear deductions from the
relevant items, or in the notes on the accounts.

b If, when annual accounts are drawn up in accordance with this Directive for the first
time, the purchase price or production cost of a fixed asset cannot be determined without
undue expense or delay, the residual value at the beginning of the financial year may
be treated as the purchase price or production cost. Any application of this provision
must be disclosed in the notes on the accounts.

c Where Article 33 is applied, the movements in the various fixed asset items referred to
in subparagraph (a) of this paragraph shall be shown starting with the purchase price or
production cost resulting from revaluation.

4 Paragraph 3 (a) and (b) shall apply to the presentation of ‘Formation expenses’.

Article 16

Rights to immovables and other similar rights as defined by national law must be shown
under ‘Land and buildings’.

Article 17

For the purposes of this Directive, participating interest shall mean rights in the capital
of other undertakings, whether or not represented by certificates, which, by creating
a durable link with those undertakings, are intended to contribute to the company's
activities. The holding of part of the capital of another company shall be presumed to
constitute a participating interest where it exceeds a percentage fixed by the Member
States which may not exceed 20 %.

Article 18

Expenditure incurred during the financial year but relating to a subsequent financial
year, together with any income which, though relating to the financial year in question,
is not due until after its expiry must be shown under ‘Prepayments and accrued income’.
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The Member States may, however, provide that such income shall be included in
‘Debtors’. Where such income is material, it must be disclosed in the notes on the
accounts.

Article 19

Value adjustments shall comprise all adjustments intended to take account of reductions
in the values of individual assets established at the balance sheet date whether that
reduction is final or not.

Article 20

[F11 Provisions are intended to cover liabilities the nature of which is clearly defined and
which at the date of the balance sheet are either likely to be incurred, or certain to be incurred
but uncertain as to amount or as to the date on which they will arise.]

2 The Member States may also authorize the creation of provisions intended to cover
charges which have their origin in the financial year under review or in a previous financial
year, the nature of which is clearly defined and which at the date of the balance sheet are either
likely to be incurred, or certain to be incurred but uncertain as to amount or as to the date on
which they will arise.

[F13 Provisions may not be used to adjust the values of assets.]

Textual Amendments
F1 Substituted by Directive 2003/51/EC of the European Parliament and of the Council of 18 June

2003 amending Directives 78/660/EEC, 83/349/EEC, 86/635/EEC and 91/674/EEC on the annual
and consolidated accounts of certain types of companies, banks and other financial institutions and
insurance undertakings (Text with EEA relevance).

Article 21

Income receivable before the balance sheet date but relating to a subsequent financial
year, together with any charges which, though relating to the financial year in question,
will be paid only in the course of a subsequent financial year, must be shown under
‘Accruals and deferred income’. The Member States may, however, provide that such
charges shall be included in ‘Creditors’. Where such charges are material, they must be
disclosed in the notes on the accounts.
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