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Here is another comment on the revised Exposure Draft, "Consolidated Financial Statements: Pur­
pose and Policy." 

The Exposure Draft (para. 7, italics added) states that "[t]he purpose of consolidated financial 
statements is to report financial position, results of operations, and cash flows of a reporting entity 
that comprises a parent and its affiliates essentially as if all of their assets, liabilities, and activities 
were held, incurred, and conducted by a single entity with one or more branches or divisions." Un­
fortunately, the italicized portion of this sentence mixes purpose of consolidated financial state­
ments with consolidation policy (which subsidiaries) and net asset valuation (full, not proportionate 
consolidation). 

My suggestion is to exclude consolidation policy and valuation issues, which are separate issues, 
from the discussion of the purpose of consolidated financial statements. What remains is the cen­
tral purpose of consolidated statements, i.e., to report financial position, results of operations, and 
cash flows of a parent company and its subsidiaries as if they were a single company with one or 
more branches or divisions. 

Sincerely, 

Hugo Nurnberg 
Professor 


