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Abstract: India is one of the nation whose economy is expanding globally at a quicker pace in recent era. These 

days, the expansion & development is so expensive, commercial organizations struggle greatly to increase the 

region in which they operate their business activities. India is one of the few countries where companies are 

required to give both consolidated financial statements as well as standalone financial statements. Consolidated 

financial statements (CFS) are the financial statements of parent company and one or more legally distinct 

subsidiaries presented as group like a single economic entity. While parent-only statements have been in 

existence for a long time, CFS was introduced recently. The relevance of consolidated financial statements is 

examined through an analysis of data of selected companies under this study. The purpose of this paper is to 

examine the relevance of consolidated financial statements in India. The study examines the net profit values 

consolidated and standalone analysed is analysed. This paper examines the relevance of consolidated versus 

standalone financial information of selected companies. The result of this paper reveals that consolidated 

financial reporting, with the standalone financial results shows the overall financial situation of selected 

companies which more useful to the stakeholders.  

Keywords: - Financial reporting, Accounting information, Relevance, Consolidated Financial Reporting. 

Introduction 

Consolidated financial statements (CFS) are the financial statements of parent company and one or more legally distinct 

subsidiaries presented as group like a single economic entity. Under the entity concept approach, the interrelationships 

and dependencies of the parent company and its subsidiaries are represented in the financial statements. CFS thus 

reflects the total resources held by the group. CFS along with parent-only statements becomes a basis for estimating 

and assessing the parent company’s earnings as well as the return on its investments. A fundamental assumption made 

while analysing the consolidated statements is that the assets and liabilities of the consolidated entity are controlled by 

and are available to the parent company and hence, to its shareholders. This assumption may or may not reflect the 

parent’s ownership position. Arguments against CFS are from two perspectives. In cases of partly owned subsidiaries, 

mere preparation of consolidated statements may not help in interpreting the performance of the parent company and 

may lead to misinterpretation of its income.  

Consolidation may additionally resource the management in smoothening the mentioned income of the conserving 

agencies’ as a means of fostering monetary thru propping. therefore, relying upon the financials of the subsidiary, 

consolidation may additionally bring about financial statements that appearance better or worse than the real results. 

Consolidated monetary statements are in existence for a long term inside the united states of America & UK and no 

determine-best statements are available to the investors. In rest of the sector CFS is a latest requirement. In India, Japan 

and some European nations each consolidated and figure-handiest statements are pronounced. The lifestyles of both 

consolidated and discern simplest statements gives a unique possibility for examining the cost relevance of these 

statements. This paper investigates whether parent organization earnings or the consolidated income, provide more fee 

relevant data for pricing discern organisation stocks. In inspecting the cost relevance of profits we consider accrual 

income as well as coins’ drift from operations. further, we increase us observe to observe the cost relevance of 

consolidated profits supplied through corporations on a quarterly foundation. it's far exciting to examine how markets 

react to information when regulating corporations in a rustic prescribe extraordinary reporting requirements relating to 

consolidated profits. One regulating enterprise requires all corporations to offer both figure and consolidated financial 

statistics on an annual basis. the other regulator does now not mandate consolidated data on the subject of quarterly 

reporting of profits. 

Consolidated Financial Statements in India: -  

The presence of multinational and FII’s in India increased significantly after the initiation of market reforms in the early 

1990s. Growing foreign investments as well as the free mobility of these investments led to economic and political 

pressure to reform the financial and other systems to be acceptable to the international investors. The need for better 

transparency and good governance is imperative in order to attract both domestic as well as foreign capital. Financial 

reporting in India is governed predominantly by the Companies Act of 1956, the Indian Accounting Standards (IAS), 

http://www.ijrti.org/


                           © June 2024 IJRTI | Volume 9, Issue 6 | ISSN: 2456-3315 

IJRTI2406076 International Journal for Research Trends and Innovation (www.ijrti.org) 524 

 

and to some extent by the stock exchange listing agreements. Most of the laws in India are historically modelled in-line 

with the UK laws including The Companies Act, 1956 that governs registered companies. The Companies Act, 1956 

specifies the format and content of financial statement reporting. All companies are required to file their annual reports 

with the Registrar of Companies which is part of the Ministry of Company Affairs (MCA). CFS was mandated in 2001, 

as a move toward achieving convergence between IAS and IFRS. Currently Indian companies prepare financial 

statements of parent-only and subsidiary companies as per the provisions of The Companies Act, 1956 and CFS as 

specified in AS 21. Although, financial statements of parent-only and consolidated statements are to be provided to all 

shareholders, Indian companies should provide the financial statements of subsidiary companies to interested 

shareholders. AS 21 requires companies to prepare consolidated balance sheet, profit and loss statements as well as 

consolidated cash flow statement. The Indian AS 21 is substantially in conformity with IAS-27. Companies listed in 

stock exchanges are also required to publish quarterly results within one month from the end of each quarter. Companies 

have an option to publish consolidated results. However, the choice once exercised in the first quarter cannot be changed 

during the year. This option to provide quarterly consolidated statements causes significant variation in disclosure 

practices of Indian companies. The income tax rules do not consider the “entity concept” and the parent and subsidiary 

are treated as separate entities and no set off losses and other benefits can be derived by consolidation. 

Objective and Research Methodology: -  

The following are the paper's objectives: 

 To study the relevance of consolidated financial statements.  

 To examine the financial results of selected companies for the selected study period.  

 To analyse the consolidated and standalone results of the companies. 

In order to conduct this research, I used secondary data from the annual reports of selected companies (Top 5 companies 

as per market capitalization) with the available literature like research papers, journal articles, and different publications. 

Relevance of Consolidated Financial Statements in India: - 

The parent company that prepares consolidated financial statements must present these statements together with its 

separate financial statements. Users of the parent company's financial statements are often not only interested in the 

company's operating and financial results, but must also understand the group's financial results, its work and money, 

and receive relevant training. To comply with requirements for providing financial information to users - 

 Standalone financial statements of a parent; and 

 Consolidated financial statements that provide financial information about the business group as that of a lone 

enterprise without respect to the legal restrictions of the distinct legal entities. 

The parent company that prepares consolidated financial statements is required to present these statements together with 

its separate financial statements. Users of the parent company's financial statements are generally not only interested in 

the company's operations and financial results, but also need to understand the group's financial results, operations and 

money, and receive relevant training. This need is met by providing users with financial information - the parent 

company that compiles the consolidated financial information must consolidate all of its foreign subsidiaries and its 

home. If a company is not a sole proprietorship but has partners and/or joint ventures, the company is also required to 

prepare consolidated financial statements in accordance accounting standard 23. Accounting for Subsidiaries in 

Consolidated Financial Statements and Accounting Standard 27 - Partnerships. Ventures Finance is interested in equity. 

In order to consolidate the financial information of the group in a way that presents it as a separate entity, a company 

must take several steps. 

 

 Eliminate the cost to the parent of its investment made in each of its subsidiaries and such parent’s equity 

portion of each of its subsidiaries, at the date when the investment in such subsidiaries are made 

 any additional cost to the parent company of the investment in the subsidiary over the parent company’s share 

of the equity of subsidiary, at the date on which the investment in such subsidiary is done, must be shown as goodwill 

for recognizing as the asset in its consolidated financial statements 

 when the cost to the parent of the investment in the subsidiary is lower than the parent company’s share of the 

equity of subsidiary, a date on which the investment in such subsidiary is done, the difference must be treated as the 

capital reserve in its consolidated financial statements 

 a portion of minority interests in net income of the consolidated subsidiary for reporting period must be 

recognized and adjusted against income of the group for arriving at the net income which is attributable to owners of 

such parent company; and 
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 a portion of minority interests in net assets of the consolidated subsidiaries must be recognized and provided 

for in consolidated balance sheet distinctly from the equity and liabilities of the parent company. 

 Minority interests in net assets comprise of: 

 amount of equity which is attributable to the minorities at the date on which such investment in the subsidiary 

is done; and 

 minorities’ share of the movements in equity from the date the relationship of parent-subsidiary came in to force 

 Where carrying investment amount in a subsidiary is different from the cost, such carrying amount is to be 

considered for the above calculations. 

Analysis of Data of Selected Companies: -  

 

Net Profit of Selected Companies 

 

  RELIANCE TCS HDFC BANK INFOSYS HUL 

  
Consoli

dated 

Standa

lone 

Consoli

dated 

Standa

lone 

Consoli

dated 

Standa

lone 

Consoli

dated 

Standa

lone 

Consoli

dated 

Standa

lone 

2018-

19 
39,734 35,163 31,562 30,065 22,446 21,078 15,410 14,702 6,060 6,036 

2019-

20 
39,773 30,903 32,447 33,260 27,296 26,257 16,639 15,543 6,764 6,738 

2020-

21 
53,223 31,944 32,562 30,960 31,857 31,117 19,423 18,048 8,000 7,954 

2021-

22 
67,565 39,084 38,449 38,187 38,151 36,961 22,146 21,235 8,887 8,818 

2022-

23 
73,646 43,017 42,303 39,106 46,149 44,109 24,108 23,268 10,145 9,962 

Aver

age 54,788 36,022 35,465 34,316 33,180 31,904 19,545 18,559 7,971 7,902 
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The Net Profit of the selected companies under the study represents in above table shows the profitability of selected 

companies. Net profit margin measures how much net income is generated as a percentage of revenues received. Net 

profit margin helps investors assess if a company's management is generating enough profit from its sales and whether 

operating costs and overhead costs are being contained. 

The Net Profit analysis of reliance shows the continues growth under the study period from 2018-19 to 2022-23. There 

is an overall positive growth in the net profit value within the period of study. The highest consolidated profit was 

earned in the year 2022-23 with the net profit of Rs. 73,646 crore followed in the year 2021-22 with the net profit of Rs. 

67,565 crore. The average amount of consolidated net profit is Rs. 54,788 which indicating the less fluctuation in the 

consolidated net profit of reliance. As per the data of TCS we find that the highest consolidated net profit in the year 

2022-23 with the net profit of Rs. 42,303 crore followed in the year 2021-22 with the net profit of Rs. 38,449crore. The 

average amount of net profit of TCS is Rs. 35,465 which indicating the less fluctuation in the consolidated net profit of 

TCS. The results of HDFC bank the data shows the highest consolidated profit was earned in the year 2022-23 with the  

net profit of Rs. 46,149 crore followed in the year 2021-22 with the net profit of Rs. 38,151 crore. The average amount 

of net profit of HDFC bank is Rs. 33,180 which indicating the less fluctuation in the consolidated net profit of HDFC 

bank. The results of Infosys the data shows the highest consolidated profit was earned in the year 2022-23 with the net 

profit of Rs. 24,108 crore followed in the year 2021-22 with the net profit of Rs. 22,146 crore. The average amount of 

net profit of Infosys is Rs. 19,545 which indicating the less fluctuation in the consolidated net profit of Infosys. The 

results of HUL the data shows the highest consolidated profit was earned in the year 2022-23 with the net profit of Rs. 

10,145 crore followed in the year 2021-22 with the net profit of Rs. 8,887 crore. The average amount of net profit of 

HUL is Rs. 19,545 which indicating the less fluctuation in the consolidated net profit of HUL. The data of net profit 

under the study period in both category as consolidated profit & standalone profit shows the positive growth in the 

profits of selected companies. As per the data we find that the companies have the less profits and growth in the profits 

in the year 2019-20 due to covid pandemic. 

 

Conclusions: -  

The continued utility, transparency and integrity of consolidated financial reporting have to be assured by Indian 

companies which will enhance the value and worth of information for all the stakeholders including the information of 

parent or subsidiary group. So as to enhance the usefulness of consolidated financial reporting and disclosure are 

important for the future of financial reporting and disclosure by Indian companies. The low disclosure practices for 

mandatory and voluntary as well as financial and non-financial items of information demonstrate the need for a shift in 

strategic thinking at the top level management of Indian companies. The Consolidated Financial Reporting Practices is 
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seen to provide relevant and undistorted financial information to internal and external stakeholders that encompasses 

every subsidiary or department and clears out any internal transactions, as well as mutual assets and liabilities. A stricter 

adherence to fair disclosure principles by management of the entities will ensure maximum disclosure in respect of 

mandatory disclosure items related to the parent and subsidiary companies with the help of consolidated financial 

reporting practices. 
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