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[bookmark: _Toc235440412]1. Purpose & Scope
This Consolidation and Elimination Policy establishes the standards, procedures, and controls governing [Company Name]'s financial consolidation process. The policy ensures that consolidated financial statements accurately combine the results of all subsidiaries and related entities, eliminate intercompany transactions, and present the financial position and results of the consolidated group as a single economic entity in compliance with ASC 810 (Consolidation).
This policy applies to all entities included in [Company Name]'s consolidated financial statements: wholly-owned subsidiaries, majority-owned subsidiaries, variable interest entities (VIEs) where [Company Name] is the primary beneficiary, and equity method investments (for disclosure purposes).
[bookmark: _Toc235440413]1.1 Objectives
•  Produce accurate consolidated financial statements combining all controlled entities
•  Eliminate 100% of intercompany transactions and balances at consolidation
•  Properly account for non-controlling interests (minority interests) where applicable
•  Apply correct foreign currency translation methodologies for foreign subsidiaries
•  Maintain a documented consolidation process supporting timely financial close
•  Comply with ASC 810, ASC 830, and SEC reporting requirements for consolidated entities


[bookmark: _Toc235440414]2. Definitions
	Term
	Definition

	Consolidation
	The process of combining the financial statements of a parent and its subsidiaries into a single set of consolidated financial statements.

	Subsidiary
	An entity controlled by [Company Name] through majority voting interest or as the primary beneficiary of a VIE.

	Non-Controlling Interest (NCI)
	The portion of equity in a subsidiary not attributable to [Company Name] (minority interest).

	Variable Interest Entity (VIE)
	An entity in which [Company Name] has a variable interest and is the primary beneficiary (power to direct significant activities and obligation to absorb losses or receive benefits).

	Equity Method Investment
	An investment where [Company Name] has significant influence (typically 20-50% ownership) but not control.

	Intercompany Elimination
	Journal entries that remove the effect of transactions between consolidated entities (sales, purchases, receivables, payables, investments, dividends).

	Reporting Package
	The standardized financial data submission from each subsidiary to corporate for consolidation.

	Consolidation Adjustment
	Entries made at the corporate level that are not recorded in subsidiary books (purchase accounting, goodwill, NCI adjustments).

	Functional Currency
	The currency of the primary economic environment in which a subsidiary operates.

	Translation Adjustment
	The gain or loss arising from translating a subsidiary's financial statements from its functional currency to USD, recorded in Other Comprehensive Income.




[bookmark: _Toc235440415]3. Policy Statements
[bookmark: _Toc235440416]3.1 Consolidation Scope
[Company Name] shall consolidate all entities where it has a controlling financial interest. Control is established through: majority voting interest (>50% of outstanding voting shares), or primary beneficiary status for VIEs (power to direct activities that most significantly affect the VIE's economic performance AND the obligation to absorb losses or right to receive benefits). The Controller shall evaluate the consolidation status of all entities annually and upon any change in ownership, agreements, or circumstances.
[bookmark: _Toc235440417]3.2 Reporting Package Standards
Each consolidated entity shall submit a monthly reporting package to corporate accounting by Day [2] of the close. The package shall include: trial balance in the entity's functional currency, intercompany transaction detail by counterparty entity, intercompany balance confirmations, significant transaction and event descriptions, and supplemental schedules (revenue detail, CapEx, headcount).
[bookmark: _Toc235440418]3.3 Intercompany Elimination Requirements
The following intercompany items shall be eliminated at consolidation:
•  Intercompany sales and cost of sales (100% elimination)
•  Intercompany receivables and payables (must net to zero)
•  Intercompany interest income and expense
•  Intercompany dividends
•  Intercompany profit in inventory (unrealized profit on goods held by the purchasing entity)
•  Investment in subsidiary against subsidiary equity
•  Intercompany management fees, royalties, and cost allocations
All intercompany balances must net to zero at the consolidated level. Discrepancies must be resolved before the consolidated trial balance is finalized.
[bookmark: _Toc235440419]3.4 Foreign Currency Translation
Foreign subsidiary financial statements shall be translated per ASC 830: assets and liabilities at the closing rate on the balance sheet date, revenue and expenses at the average rate for the period (or transaction date rates for significant items), equity accounts at historical rates, and the resulting translation adjustment recorded in Accumulated Other Comprehensive Income (AOCI). The functional currency determination for each entity shall be documented and reviewed when significant changes in the subsidiary's operations occur.
[bookmark: _Toc235440420]3.5 Non-Controlling Interests
When [Company Name] consolidates a less-than-wholly-owned subsidiary, the NCI shall be: presented as a separate component of equity on the consolidated balance sheet, allocated its proportionate share of the subsidiary's net income on the consolidated income statement, and adjusted for any changes in ownership that do not result in a loss of control (equity transactions, no gain or loss in income).

[bookmark: _Toc235440421]4. Roles & Responsibilities
	Role
	Responsibilities

	CFO
	Owns the consolidation process. Reviews consolidated financial statements. Approves consolidation adjustments.

	Controller
	Manages the consolidation execution. Reviews elimination entries. Ensures ASC 810 and ASC 830 compliance.

	Consolidation Accountant
	Processes reporting packages, elimination entries, and translation. Reconciles intercompany balances. Prepares the consolidated trial balance.

	Subsidiary Controllers
	Prepare and submit reporting packages by deadline. Confirm intercompany balances. Investigate discrepancies.

	FP&A
	Prepares consolidated management reporting. Analyzes FX impact on results. Supports segment reporting.

	Tax
	Reviews consolidation for tax implications. Manages book-tax differences from consolidation entries.

	External Auditor
	Audits the consolidation process. Tests elimination entries. Evaluates VIE and equity method conclusions.




[bookmark: _Toc235440422]5. Detailed Procedures
[bookmark: _Toc235440423]5.1 Monthly Consolidation Process
1.  Subsidiary controllers submit reporting packages by Day [2]
2.  Consolidation Accountant loads packages into [consolidation system]
3.  Intercompany balance matching performed — discrepancies flagged and resolved by Day [3]
4.  Foreign currency translation performed using month-end and average rates from [rate source]
5.  Intercompany elimination entries generated (automated where possible)
6.  Consolidation adjustments posted (purchase accounting, goodwill, NCI)
7.  Consolidated trial balance generated and reviewed by the Controller
8.  CTA and translation adjustments reviewed and verified
9.  Consolidated financial statements compiled
10.  Controller and CFO review and approve
[bookmark: _Toc235440424]5.2 Intercompany Reconciliation
[bookmark: _Toc235440425]5.2.1 Monthly Matching
Each intercompany entity pair shall confirm their intercompany balances monthly. The matching process identifies: timing differences (one entity has recorded, the other has not), amount differences (different amounts recorded for the same transaction), and currency differences (FX translation timing). Differences exceeding [threshold] must be resolved before elimination. The Consolidation Accountant shall maintain a reconciliation for each entity pair.
[bookmark: _Toc235440426]5.2.2 Intercompany Profit Elimination
Unrealized profit on intercompany inventory (goods sold by one entity and held by another at period-end) shall be eliminated. The elimination is calculated as: intercompany inventory on hand × intercompany margin percentage. The eliminated profit is deferred until the inventory is sold to a third party. The Consolidation Accountant shall obtain intercompany inventory reports from each entity to calculate the elimination.
[bookmark: _Toc235440427]5.3 Purchase Accounting and Goodwill
For acquired entities, the following consolidation entries are maintained:
•  Fair value adjustments to assets and liabilities per the acquisition accounting (ASC 805)
•  Amortization of fair value adjustments (intangible assets, inventory step-up, below-market leases)
•  Goodwill recognized as the excess of purchase price over net identifiable assets
•  Annual goodwill impairment testing per ASC 350 (and interim testing if triggering events occur)
Purchase accounting entries shall be maintained in a separate consolidation layer, clearly distinguishable from subsidiary-level entries.
[bookmark: _Toc235440428]5.4 Segment Reporting
The consolidated financial statements shall include segment disclosures per ASC 280. The Controller shall ensure that: operating segments are identified based on how management evaluates performance, segment revenue and profit are reported per the management approach, intercompany transactions between segments are identified and disclosed, and reconciliation from segment totals to consolidated totals is provided.
[bookmark: _Toc235440429]5.5 Consolidation System
[Company Name] shall maintain a consolidation system [e.g., Oracle FCCS, SAP BPC, OneStream, Workiva] that supports: multi-entity data collection and validation, automated intercompany matching and elimination, multi-currency translation with rate management, consolidation journal entry management with audit trail, and financial statement and disclosure reporting.


[bookmark: _Toc235440430]6. Approval Authorities & Thresholds
	Consolidation Decision
	Threshold
	Approver

	New entity inclusion in consolidation
	All
	Controller + CFO

	Entity deconsolidation
	All
	Controller + CFO + Board notification

	VIE assessment conclusion
	All
	Controller + External Auditor

	Functional currency determination
	All entities
	Controller + Tax

	Purchase accounting fair values
	All acquisitions
	Controller + CFO + External Auditor

	Goodwill impairment conclusion
	All
	Controller + CFO + Audit Committee

	Consolidation adjustment > $[X]
	Material
	Controller + CFO

	Intercompany elimination override
	All
	Controller




[bookmark: _Toc235440431]7. Exceptions & Escalation
Intercompany balances that cannot be reconciled by Day [3] shall be escalated to the Controller. If unresolved by Day [4], the Controller shall determine whether to book a consolidation adjustment or extend the close timeline (with CFO approval). Entities that consistently submit late or inaccurate reporting packages shall be subject to a remediation plan developed by the Controller.


[bookmark: _Toc235440432]8. Compliance Monitoring & Testing
•  Monthly intercompany balance reconciliation (zero tolerance at consolidation)
•  Monthly CTA rollforward and review
•  Quarterly segment reporting reconciliation
•  Annual VIE reassessment for all entities with variable interests
•  Annual goodwill impairment testing
•  Annual consolidation process walkthrough by Internal Audit
[bookmark: _Toc235440433]8.1 Key Metrics
	Metric
	Target

	Reporting packages received by Day [2]
	100%

	Intercompany balance net to zero
	100% each month

	Consolidation completed by Day [5]
	100%

	Consolidation audit adjustments
	Zero material

	CTA reconciliation accuracy
	Fully reconciled each quarter




[bookmark: _Toc235440434]9. Related Policies & References
•  Intercompany Transactions & Transfer Pricing Policy
•  Financial Close & Reporting Policy
•  Foreign Currency Management Policy
•  M&A & Corporate Development Policy
•  ASC 810, Consolidation
•  ASC 830, Foreign Currency Matters
•  ASC 805, Business Combinations
•  ASC 280, Segment Reporting
•  ASC 350, Goodwill Impairment


[bookmark: _Toc235440435]10. Appendices
[bookmark: _Toc235440436]Appendix A — Entity Consolidation Register
	Entity
	Ownership %
	Consolidation Method

	[Parent]
	N/A
	Parent

	[Sub 1]
	100%
	Full consolidation

	[Sub 2 — Foreign]
	100%
	Full consolidation + translation

	[Sub 3 — JV]
	51%
	Full consolidation + NCI

	[Equity Investment]
	30%
	Equity method


[bookmark: _Toc235440437]Appendix B — Intercompany Elimination Checklist
•  Intercompany revenue / COGS eliminated
•  Intercompany receivables / payables net to zero
•  Intercompany interest eliminated
•  Intercompany dividends eliminated
•  Unrealized profit in inventory eliminated
•  Investment in sub / sub equity eliminated
•  Intercompany management fees eliminated
•  All eliminations balance (debits = credits)
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