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The Working Group on External Financial
Reporting (“Externe Unternehmensrech-
nung”) of the “Schmalenbach-Gesellschaft—
Deutsche Gesellschaft fiir Betriebswirtschaft”
developed the following position paper con-
cerning German Accounting Principles which
apply mainly to limited liability companies.
The paper attempts to facilitate a better un-
derstanding of the meaning of German Ac-
counting Principles in other countries and at
the same time to contribute to the interna-
tional harmonization of financial reporting.

Harmonization has to take the socio-eco-
nomic conditions of the individual countries
into account. The accounting principles have
evolved in Germany over centuries and their
meaning has changed according to the chang-
ing environment they operate in. The grow-
ing internationalisation of accounting, result-
ing from capital market developments, has
induced necessary adaptations of the prin-
ciples.

The “Schmalenbach-Gesellschaft” is the
leading scientific society in the area of busi-
ness administration in Germany. In numer-
ous working groups an active discourse be-
tween theory and practice is cultivated in or-

der to develop solutions for common problems.
The Working group on External Financial
Reporting was set up in 1978 and consists of
practitioners, auditors and academics. It has
published accounting recommendations, some
of them together with other organizations.
These recommendations have a significant
influence on business practice.

The International Accounting Standards
Committee (IASC) is pursuing the worldwide
acceptance and introduction of its Interna-
tional Accounting Standards (IAS). These
standards are largely based on Anglo-Saxon
principles of accounting, which give priority
to the matching of revenues and expenses, as
compared to the continental European prin-
ciple of conservatism.

The IASC and the International Organi-
zation of Securities Commissions (I0SCO)
agreed, that IOSCO will use its influence to
encourage the usage of the IAS. Discussion
papers relating to accounting issues, such as

A comprehensive list of publications concerning German
Accounting (in English) is available upon request from
Prof. Dr. Dieter Ordelheide, J. W. Goethe-Universitat,
Postfach 111932, 60054 Frankfurt am Main, Germany.
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foreign currency translation, accounting for
leases and accounting for subsidies and
grants, which have been presented by the Ac-
counting Advisory Forum of the EU-Commis-
sion, are largely based on the IASC standards.
There is concern in Germany and other
member states of the EU that this apparent
international trend to weaken the principle
of conservatism in accounting will lead to a
different interpretation, or a revision, of the
4th and 7th EC Directives.

The international criticism of German ac-
counting principles usually not only misjudges
their substance and their effect (e.g. on the
capital market), but also gives little consider-
ation to the framework under which these
principles were developed, and have operated
in practice for a long period of time. With this
paper the Working Group on External Finan-
cial Reporting hopes to facilitate a better un-
derstanding of German accounting principles
in the international accounting community.

PRESENTATION OF FINANCIAL
STATEMENTS AND THE SOCIO-
ECONOMIC ENVIRONMENT

The guidelines used for determining the
value and economic success of a corporation
are a central element of every economic sys-
tem and involve interdependencies with many
other elements. A correct understanding of
particular guidelines, and the underlying pur-
pose of financial statements, is only possible if
the socio-economic environment and its histori-
cal development are taken into consideration.

While the German accounting acts regu-
late the presentation of a large number of eco-
nomic transactions in the financial state-
ments, it is not intended, nor is it possible, to
cover all theoretically conceivable situations
through specific legal regulations. To the ex-
tent that there are no legal regulations in ex-
istence, the legislative body refers to the Ger-
man version of accepted accounting principles
(Grundsitze ordnungsméifiger Buchfiihrung
or GoB). The GoB used in the presentation of
accounts have been developed over time as a
result of teachings, practice and administra-
tion of justice. While they may supplement
written law, they do not replace it.

As far as legal considerations for the
preparation of financial statements are
concerned, the Commercial Code
(Handelsgesetzbuch) plays an important role
in Germany. In its current basic form, it has
been in effect since January 1, 1900. However,
it has been updated and adjusted several
times. A major change resulted from the har-
monization of accounting within the EU
through the 4th and 7th EC Directives. In or-
der to implement the EC directives, the Com-
mercial Code was revised, effective from Janu-
ary 1, 1986. A major component of this reform
concerned consolidated financial statements
and required, among other changes, that con-
solidated financial statements on a worldwide
basis be provided. Financial statements for
German groups of companies have to be based
on essentially the same accounting principles
as the ones in effect for the individual compa-
nies on a stand-alone basis. This means that
legal requirements in effect for individual com-
panies are also applicable for consolidated fi-
nancial statements. Specific issues with re-
gard to consolidated financial statements are
addressed later.

An important characteristic of German fi-
nancial statements is the significance of the
principle of creditor protection. This principle
results in a complete presentation of all as-
sets and liabilities and a conservative valua-
tion that is cognizant of risks. This principle
of protecting creditors appeared in the mid
19th century General German Commercial
Code, as well as in the French Ordonnance de
Commerce, from 1673, and in the Code de Com-
merce, dated 1807, which became the basis for
the Commercial Code of many other nations.
The principle of protecting creditors was in-
cluded in the EC directives, as part of the com-
promise of the positions of individual nations.
The German accounting regulations, which be-
long to the continental European accounting
system, remain different from the Anglo-Saxon
presentation of accounts in many aspects.

Another cornerstone of German Account-
ing is the longstanding principle that the
treatment of transactions in the tax financial
statements shall be consistent with that in the
commercial balance sheet. Even though this

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



94

principle is of primary importance for tax pur-
poses, it also exerts influence on the commer-
cial balance sheet. This occurs because an op-
timized tax strategy affects the commercial
financial statements and the respective asset
carrying values, thus emphasizing the prin-
ciple of conservatism. One important reason
for the close interrelationship between the
commercial and tax statements is seen in the
fact that most corporations required to pre-
pare financial statements are small compa-
nies. The expenses involved in the prepara-
tion of financial statements are significantly
reduced for those companies if they need to
prepare only one set of financial statements.

The German financial statements—as
stated above—serve the interests of the share-
holders as well as those of the creditors and
tax authorities. In addition, there is a respon-
sibility to employees, government, society and
the environment. Another peculiarity is that
the regulations covering financial statements
are not only valid for publicly traded and other
corporations but also for companies operating
under different legal forms and—as stated
above—therefore even for small companies.
With the introduction of the European ac-
counting regulations, which are written for
corporations (in Germany about 250,000),
there are sometimes different regulations for
corporations and for other companies, because
for other companies the former German regu-
lations prevail. The following comments ad-
dress issues concerning incorporated compa-
nies, in Germany so called “AG’s” or “GmbH’s”,
since most large companies are established as
corporations. It is important to recognize, that
the majority of German corporations have only
one or a few individuals as owners, who at the
same time are involved in the management
of the enterprise.

As for the importance of the various users
of financial statements, and the background
of their respective interests, specific national
traits can be identified. When analyzing the
make-up of shareholders and company struc-
tures of joint-stock corporations in Germany
(about 2,700), it is noteworthy that individual
small investors play only a minor role. This
might be one of the main reasons why, for the
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majority of stockholders in German corpora-
tions, entrepreneurial issues are of major im-
portance, and why there is a distinct appre-
ciation for long-term strategies. A short-term
profit orientation is not of major concern.

With regard to financing of German cor-
porations it is significant that equity financ-
ing plays a relatively minor role. For instance,
at the end of 1990 the equity element of the
balance sheets of large corporations (exclud-
ing banks and insurance companies) ac-
counted for only an average of 27 percent of
total assets. It must be recognized, however,
that this low level of equity is partially due to
differing accounting standards and taxation
practices, as well as differences in the presen-
tation of accounts.

Of greater significance to German corpo-
rations than equity financing is the establish-
ment of accrued and contingent liabilities and
deferred credits. They represented in 1990 an
average of 34 percent of the total of equity and
liabilities. More than 40 percent thereof are
for pensions, which being liabilities of the com-
pany have to be capitalized in the balance
sheet. As a result, German companies have a
direct responsibility for the retirement funds
of their employees.

A third component is other liabilities, in-
cluding long-term debt. They represented on
average 35 percent of the balance sheet total
in large corporations at the end of 1990. In
addition to their significance for this kind of
financing of corporations the importance of
banks is based on the characteristics of the
German banking system; that is to say the
dominant role of the “universal” banks. In con-
trast to the speciality banks, which can be
found in many countries, universal banks pro-
vide all banking services. Of the 4000 banks
in Germany, more than 90 percent operate on
a universal basis. A portion of the bank de-
posits are invested in extensive holdings in
commercial and industrial corporations in
various industries. As a result, bank represen-
tatives are members of the Supervisory
Boards of large corporations. The role of the
banks is further emphasized by proxy rights.
As many individual investors have little in-
terest in personally representing their inter-
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ests at shareholders’ meetings, they assign the
proxies to one of the banks, which then repre-
sents them.

Summarizing these statements, two char-
acteristics regarding the financing of German
corporations should be noted:

1. The relative importance of accrued and
contingent liabilities and deferred credits
as financing instruments, as well as,

2. the importance of banks for the financing
of corporations.

There are several consequences for the
presentation of accounts based on the frame-
work outlined above. Creditors are interested
in ensuring that neither interest payments nor
payments of principle are jeopardized by divi-
dend payments. In Germany the distribution
of profits is influenced by the conservative
calculation of profits. The financial valuation
regulations are written in such a way that
unrealized income is neither recognized nor
paid out as dividends. The idea of dividend
payments only being made when this causes
no risk to the company was established in the
General German Commercial Code and spe-
cifically in the Corporate Supplementary Act
of 1884. This should help to clarify why in
Germany the computation of distributable in-
come is perhaps more important than in other
countries, where financing through creditors
does not play such an important role, and
where the banks’ status is not as significant.
In addition, the regulations only determine
the maximum profit available for distribution.
The actual distribution can vary based upon
the usage and formation of reserves.

Another peculiarity of the German eco-
nomic system is the comparatively large par-
ticipation of employees and their representa-
tives in the economic decision-making-process.
This participation takes place at branch and
corporate levels, as well as at the site and
work-place level. As a result of large member-
ships, the influence of unions in politics, es-
pecially regarding economic and social poli-
cies, is noteworthy. In addition, employees
participate in the decision-making process,
particularly through representation on the
Supervisory Board. Three laws (the Montan

Participation Act of 1951, the Workers Par-
ticipation Act of 1976 and the Labor Manage-
ment Relations Act of 1952) form the basis for
workers’ participation in the corporations. For
instance, up to 50 percent of Supervisory
Board members are elected by the employees.
This structure supports a conservative income
calculation, in order to protect the financial
viability of a company. So long as there are
peculiarities in the socio-economic environ-
ment, national accounting standards will dif-
fer in order to better reflect these country-spe-
cific distinctions.

The socio-economic environment in Ger-
many demands the preservation of capital. At
the same time additional goals are pursued
through financial statements, such as the pro-
tection of creditors, the protection of minority
interests, taxation and information. Financial
statements should balance the occasionally
differing interests of the relevant parties. As
aresult, financial statements, from a German
point of view, do not serve as a source of infor-
mation for only one group, such as the share-
holders. German financial statements are thus
not presented with only the interests of this
one group in mind.

PRESERVATION OF CAPITAL IN
GERMAN COMMERCIAL
FINANCIAL STATEMENTS

As a basic principle it is assumed that a
company exists for the long run. The idea of
safeguarding the source of income generation
(that is the company), on a long term basis, is
reflected in the presentation of accounts. Pres-
ervation of capital is seen as primary for the
safeguarding of a company.

In order to preserve the capital which is
invested in a company only those profits which
have been definitely realized can be distrib-
uted. If profits are distributed, which have
been realized only due to temporary or uncer-
tain increases in the value of assets, then the
assets of a company will decline over time. The
legal regulations covering the preservation of
capital deal primarily with the valuation of
assets and the determination of the annual
result under consideration of the principle of
conservative accounting. The principle of
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conservative accounting demands on the one
hand, that liabilities are established for all
risks and losses which can be anticipated, and
on the other hand that income is recognized
only when it can be determined as being suf-
ficiently certain.

The principles used for determining prof-
itability are based upon the assumption that
it is sufficient if the nominal value of capital
is preserved, since the issue of monetary sta-
bility has to be resolved by the economy as a
whole. There are no specific regulations and
computations in place for determining the
preservation of the “real” (adjusted for the ef-
fects of inflation) capital. However, there are
a number of regulations (e.g. inventory valu-
ation based on last in, first out—LIFO) which
are useful for safeguarding the real capital.

The principles used for the conservative
valuation of assets and the determination of
income can be illustrated using the following
specific regulations:

¢ Historical acquisition/production costs rep-
resent the maximum value for capitaliza-
tion. A revaluation to a higher value (e.g.
based on higher replacement cost or mar-
ket value) is not allowed for German com-
panies.

¢ Intangible assets, which are generated by
the company itself or acquired without
payment, cannot be capitalized. This is
designed to ensure that values, which are
not objectively determinable (e.g. via pur-
chase) or are generally uncertain, are not
recorded in the balance sheet.

¢ Depreciable assets have to be amortized
using a predetermined basis. The necessity
to depreciate is valid even when the market
value of the asset is higher than its acquisi-
tion cost (e.g. in the case of buildings).

¢ Current assets have to be valued using the
lower of cost or market principle, deter-
minable at year end, even if a diminution
in value is only temporary.

* The possibility of using the LIFO-Valua-
tion method in times of rising inventory
prices. This prevents the realization and
the taxation of non-existent profits.

¢ European and German Law include the
mandate to establish accrued and contin-
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gent liabilities for uncertainties, for im-
pending losses (e.g. from pending con-
tracts), and for warranties (even where
there is no legal obligation), and allow de-
ferred credits for certain future expenses.
The large portion of liabilities in German
balance sheets is a result of the tradition-
ally high sensitivity to the recognition of
risks, and also because of the highly de-
veloped social and environmental regula-
tions in Germany, which result in liabili-
ties in those areas.

¢ The realization of sales and profits can
only take place at the completion of a con-
tract or for predetermined independent
parts of a contract. Partial profit recogni-
tion, based upon the stage of completion
(that is to say the percentage-of-comple-
tion method) is not permitted to be used
for long term contract accounting. Con-
tracts are capitalized in inventory and are
valued at production cost. If there is a like-
lihood that a contract will generate a loss,
then inventory must be devalued or a li-
ability for this loss has to be established.

The requirement for conservative account-
ing, additional extraordinary depreciation and
the establishment of accrued and contingent
liabilities should not, however, be used arbi-
trarily to generate silent reserves. Even
though the recording of smaller rather than
larger profits serves the interests of creditors
and the preservation of capital, a too strong
emphasis on the principle of conservative ac-
counting can put a burden on the owners of a
company, especially the minority owners, for
example, by witholding profit allocations,
which are influenced by the year-end finan-
cial statements. Financial statements are
therefore also used to protect minority inter-
ests. The reform of the Stock Corporation Act
in 1965 focused on the protection of these mi-
nority interests. In order to assure an appro-
priate level of disclosed income, binding mini-
mum values for fixed assets and inventories
have been established. In addition, the forma-
tion of liabilities has been limited to the ex-
tent necessary for risk coverage. These guide-
lines have been put more precisely in the EC
directives and the Commercial Code reform
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in 1985, and have been declared generally
applicable for all companies. As a result, the
disclosed income better approximates the eco-
nomic substance of activity.

Without disputing the usefulness of con-
servative accounting, there are some regula-
tions which appear to be overly conservative,
and thus are open to criticism from an inter-
national perspective. For instance, inventories
and self-produced fixed assets need only be
valued at direct cost (material, labor, special
direct costs of manufacturing). When consid-
ering the large content of overhead expenses,
this approach appears no longer to be appro-
priate. We suggest manufacturing and mate-
rial related overhead expenses be included in
the production cost, as required by the tax
regulations.

The Commercial Code requires the
constistent application of valuation methods.
This prevents changing to less conservative
valuation methods, thus releasing silent re-
serves without this being apparent, and as a
result reducing the transparency of the asset
and capital structure. However, a consistency
1n recording items whose capitalization is not
mandatory is not required by law. This ben-
efits particularly the formation of deferred
credits for future expenses without obligation.
However, a change in accounting methods re-
garding capitalization and valuation has to be
disclosed and explained in the notes to the fi-
nancial statements.

Profits of a sole proprietorship can be dis-
tributed fully. A restriction regarding profit
distribution exists for corporations relating to
instances where amounts required for the es-
tablishment and expansion of business activi-
ties are deliberately capitalized in the balance
sheet. The limitation on income distribution
serves to preserve capital. Further restrictions
exist to the extent that legal reserves have not
been established to the required extent, or if
the company’s by-laws require additional con-
tributions to the reserves. Decisions regard-
ing income distribution are not just decisions
of management in Germany. Shareholders are
entitled to 50 percent of the disclosed profits
(according to paragraph 58 of the Stock Cor-
porations Act). This shareholders’ entitlement

goes some way to explaining the cautious de-
termination of profit, as it encourages manage-
ment to ensure that distributable profits have
been really earned and thus can be paid out.

PROTECTION OF CREDITORS

From a historical perspective, the oldest
established objective in financial statement
preparation, which is also reflected in the EC
directives, is the protection of creditors, espe-
cially from fraudulent bankruptcy. In the in-
terest of creditor protection a complete pre-
sentation of all assets and liabilities and a
conservative valuation are needed.

The importance of the protection of credi-
tors is partially based upon the fact that bank
loans represent a very important financing
instrument for German companies. The evi-
dence of credit worthiness demonstrated by
the year-end financial statements is of the
utmost importance for the financing opportu-
nities of a company. German banks are re-
quired by law to verify credit worthiness based
on year-end financial statements when issu-
ing large loans.

The protection of creditors is closely re-
lated to the preservation of capital. Both
supplement each other. They are two sides of
the same coin. Both aim at the safeguarding
of the company against the uncontrolled re-
moval of assets by the owner.

TAXATION

In Germany, taxation is generally based
on the tax statements of individual legal enti-
ties. However, these tax statements are closely
related to commercial financial statements
because of the principle that the treatment
followed for the commercial balance sheet
shall also be adopted for tax purposes. This
principle, which is designed to assure that
taxation is based upon a business relevant
income determination, requires that commer-
cial guidelines for financial statements are
applied to the taxable income calculation, that
is capitalization and valuation. The legislative
body has incorporated this linkage between
commercial and tax reporting, and exceptions
are only allowed in a few instances. This fur-
thers the curtailment of profit disclosure
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which is required by the principle of protec-
tion of creditors and preservation of capital.

Valuations which are lower for tax pur-
poses than for commercial purposes can also
be used in the commercial financial state-
ments (paragraph 254, Commercial Code). In
fact, the tax authority even requires the us-
age of the tax values, as the acceptability for
taxes usually only takes place when the valu-
ation is also used in the commercial balance
sheet. This reversed interdependency leads to
the formation of special fiscal reserves or
supplemental tax-based depreciation in the
commercial balance sheet resulting in less
taxable income. Through the resultant tax
deferral, this generates an interest and liquid-
ity advantage for the corporation. In the year
when supplemental depreciation is recorded,
the disclosed income is reduced. Correspond-
ingly, in later years, an increased income is
disclosed. These balance sheet items represent
“alien elements” in the commercial balance
sheet, and their impact on assets and capital
has to be explained in the notes to the finan-
cial statements, unless they are shown as spe-
cial fiscal reserves, which is normally the case.

This interdependency between commercial
accounting and tax accounting is not man-
dated for consolidated financial statement
purposes. However, as part of preparing the
consolidation, there is also no mandate to cor-
rect the valuations in the individual financial
statements which are based on tax regula-
tions. If a correction takes place at the con-
solidated level, there is no impact on taxes.

This mandated interdependency between
commercial accounting and tax accounting
cannot be substantiated on the basis of the
preservation of capital and the protection of
creditors. This interdependency limits the in-
formational content of the financial state-
ments and should thus, as a requirement from
the tax perspective, be abandoned.

WORLDWIDE CONSOLIDATED
FINANCIAL STATEMENTS AS A
SOURCE OF INFORMATION

In line with the internationalization of eco-
nomic ties and integration of the European
economies, different requirements for German
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financial statements have become apparent.
These requirements are the result of the in-
creased importance of investor relations (es-
pecially for internationally active publicly
traded corporations) and because of the influ-
ence of Anglo-Saxon based accounting stan-
dards. The requirements focus largely on ad-
ditional information with regard to income
generation and on application of internation-
ally accepted accounting practices.

The reform of the Commercial Code in
1985 was designed to partially address this
issue. The requirement for worldwide consoli-
dated financial statements, which have to in-
clude all financial statements of domestic and
foreign subsidiaries was introduced. Also note-
worthy is the additional information require-
ments. For instance, the notes to the finan-
cial statements have to disclose the influence
on net income due to supplemental tax-based
depreciation and special fiscal reserves. In
addition, the Commercial Code requires seg-
ment reporting, which, however, only focuses
on sales. But an increasing number of inter-
nationally active German corporations are
deliberately disclosing segment income and
capital spending information. As part of the
disclosure of additional information, the im-
portance of the notes to the financial state-
ments is increasing.

In order to improve the international com-
parability of German financial statements,
companies can elect to structure the income
statement based on the cost-of-sales method.
Up to then only the expenditure method was
permitted in Germany. Further, while not re-
quired, it has become standard for publicly
traded corporations to disclose a cash-flow
statement, large corporations provide more
and more statements according to IAS 7.
These regulations and customs lead to im-
proved information available to interested for-
eign parties.

These are examples for the growing ten-
dency among large publicly traded German
corporations to deliberately use the options of
the Commercial Code according to interna-
tional accounting practices. This is particu-
larly the case for accounting procedures that
do not affect the tax situation due to special
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tax regulations or are only relevant in the con-
solidated financial statements, e. g. the trans-
lation of foreign currency statements which
is not defined in the Commercial Code.

A movement towards Anglo-Saxon account-
ing methods is shown by the fact that consoli-
dation of investments in subsidiaries have to
be recorded under the purchase accounting
method. The recorded goodwill has to be depre-
ciated in the ensuing years at 25 percent per
year or using a predetermined rate over the
useful life. When in doubt, a short useful life
has to be used under the principle of conserva-
tive accounting. In addition, a worsened earn-
ings situation can make it necessary to have an
extraordinary write-off of goodwill. The Com-
mercial Code allows alternatively the elimina-
tion of goodwill directly against retained earn-
ings following the 7th EC Directive which is
based on the British practice. While in the be-
ginning, German corporations preferred this
method, at present internationally orientated
German corporations tend towards the capitali-
zation and amortization of goodwill.

The Commercial Code contains the re-
quirement that financial statements, using
GoB, display the asset, financial and earnings
situation in a way that mirrors the actual situ-
ation. This rule follows the “true and fair view”
principle of the 4th and 7th EC Directives.
However, article 2, paragraph 5 of the 4th EC
Directive, which addresses the overriding na-
ture of this principle, was not explicitly
adopted. This should not be viewed as a con-
tradiction of the 4th EC Directive, since ac-

cording to German legal interpretation, this

general clause is to be always applied when
applying the detail requirements. Further-
more, the “true and fair view” concept is sup-
ported by additional disclosure in the footnotes
to the financial statements.

In order to improve the information con-
tent, consolidated financial statements should:

¢ value assets and liabilities using uniform
principles, _

¢ maintain the consistency of consolidation
methods and the consolidation universe,

* valueinvestments in associated companies
using the equity accounting method.

TIES BETWEEN INDIVIDUAL AND
CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements of
a German company have to be based on the
same principles, which are valid for individual
companies. This implies that valuation regu-
lations, which have been developed with the
protection of creditors and the preservation
of capital in mind, need to be applied in the
consolidated financial statements. The trans-
fer of valuations used in the individual finan-
cial statements to the consolidated statements
makes sense from a German perspective be-
cause of the following reasons:

¢ The introduction of less conservative ac-
counting guidelines for the consolidated fi-
nancial statements will in the long run
lead to an erosion of the rules for the indi-
vidual statements. This would jeopardize
the principles of protection of creditors and
preservation of capital. In addition there
is the possibility that on a long term basis
the tax burden would increase.

e The understanding of financial statement
preparers and interpreters was influenced
over a long period of time by the principles
used in the individual financial state-
ments. These principles continue to have
a major impact as they are used as a basis
for distribution of profits and taxation.
However, worldwide consolidated financial
statements are gaining in importance as
a source of information. For instance, in
many German companies the income dis-
closed in the consolidated financial state-
ments is also used as an indicator for the
distributable income.

CONCLUSION

Overall the harmonized accounting regu-
lations within the EU, and therefore also the
German accounting regulations, lead to inter-
nationally equivalent financial statements
(both individual and consolidated). Analyzed
with respect to the specific socio-economic en-
vironment they offer equally useful informa-
tion. The appreciation of accounting standards
always has to take into consideration the vari-
ous purposes intended in the presentation of
the financial statements.
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