The Problems in Determining the Range of
Consolidation on the Consolidated
Financial Statements

Yoshitaka Nagashima

The system of consolidated financial statements has already been en-
forced based on the Securities and Exchénge Law, and enterprises
who fall under this new regulation are obliged to submit consolidated
financial statements as documents attached to the reports of securities and
to the notifications of securities, from the business year starting from April,
1977. In this situation, the first problem will be how to determine the
range of consolidation. To determine the range of consolidation is the most
fundamental consolidation policy to determine the outline of the enterpriese
group concerned. Needless to say, the respective results obtained in the
consolidated settlement of accounts must properly express the actual manag-
ement condition of the enterprise group as a whole. For this. purpose, the
consolidation of subsidiaries is desirable, but there are some subsidiaries
excluded from the consolidation due to various reasons.

This paper discusses these problems in reference to various laws, ordinan-
ces and circular notices already enforced in this country, according to the
following contents.

Introduction
I. Subsidiaries to be consolidated
II. Subsidiaries excluded from the range of consolidation
III. Principle of importance concerning the range of consolidation
IV. Disclosure of non-consolidated subsidiaries
Afterword
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