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Introduction

The accountsIQ (AIQ) infrastructure provides a platform to enable collaborative working
across multiple, related entities. This infrastructure also enables easier, efficient, and secure
analysis and management of data across multiple related entities.

The AIQ infrastructure and reporting engine allows for the development of consolidated
group reports, showing relevant values and amounts from individual entities along with totals
for the group. These reports can be designed to extract the necessary data from the
individual, related databases. This method is suitable for consolidation requirements in the
majority of group/franchise structures.

It is possible to designate a particular company within a consolidation group as the
‘Consolidation Entity’, and all General Ledger reporting data is consolidated to this
company using a consolidation function that can be run at a chosen point. The user would
typically run this function at month end or before they wish to run their consolidation reports.
After the consolidation has been executed, users wishing to run consolidation reports simply

log into the Consolidation Company, and generate them from there.

The consolidation function routine allows for the fact that individual entity companies (i.e.
subsidiaries) may have different base currencies from the base (i.e. reporting) currency of the
consolidation company (i.e. Group Company). Our approach here is to apply an exchange
rate translation to the entity data as it is extracted from each of the entities into the
consolidation company. The foreign currency translation function also allows for the fact that
there are different considerations for converting Profit & Loss and Balance Sheet values in a

consolidation scenario.

The current scope of this functionality covers Consolidated General Ledger Reporting. The
current version does not cover consolidated aging reports or consolidated sales analysis

reports.

Preparing for Consolidation

In order for the consolidation of data to work effectively, the basis of consolidation must be
agreed and implemented in advance. This basis needs to consider the entities to be ‘rolled
up’, the nature and source of their data, and how to interpret the data being collated. The
following sections outline the preparatory work that needs to be undertaken in advance of
running a group consolidation.
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1.2.1 Add Consolidation Entity Group

The obvious starting point is to identify those databases that are part of the
consolidation group. It is assumed that all related entities will be created within the
same AIQ Administration Layer. Within the Administration Layer, there is an option
under the ‘Practice Admin” menu to *‘Manage Groups’. Click the ‘Create New’ button
and record the name and description of the consolidation group that you wish to
create. The list of groups already created is shown on the left hand side.

E Entity Groups - Windows Internet Explorer

Entity Groups
Entity Groups Entity Group Details
T
Teko Group Exchange Rates
ABC Group
. Consolidation p
Mame: |Teko Group Entity: Teko Group Limited §|
Teko Consolidation Group
Description:
Available Clients Assigned Clients
(ABC Group)Irish Consolidation Company Teko Group Limited
(ABC Group )UK Subsidiary Teko Dublin EURO
Teko London GBP
Teko NY USD
Add >> Add Al>> Remove Remove Al
Create New Run Consolidation Apply Changes
Close
Done " Trusted sites v ®i0% -

1.2.2 Assign Entities to the Group

Once the group record has been created, you can then assign client company entities
from the list of companies already created. This step essentially links the individual

companies to the overall group. You can assign as many entities as you require to
the group.
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/2 Entity Groups - Windows Internet Explorer

Entity Groups
Entity Groups Entity Group Details
Teko Group Detailz Exchange Ratez
ABC Group
. Consolidation -
Name: |Tek0 Group Entity: Teko Group Limited §|
Teko Consolidation Group
Description:
Available Clients Assigned Clients
(ABC Group)Irish Consolidation Company Teko Group Limited
(ABC Group)UK Subsidizry Teko Dublin EURD
Teko London GBP
Teko NY USD
Add == Add Al=> Remove Remove Al
Create New Run Consolidation Apply Changes
Close
Dane +/ Trusted sites v 0% -

1.2.3 Designate the Consolidation Entity

Once the Consolidation group has been created and entities have been assigned, the
next step is to designate which entity must serve as the ‘Consolidation Entity’.
Essentially, this is a single company into which the individual entity data will be
consolidated. The user has the facility to run the consolidation reports from within
this entity. Simply select the entity from the list shown.
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& Entity Groups - Windows Internet Explorer |Z||:,[g|
Entity Groups
Entity Groups Entity Group Details
Teko Group Exchange Rates
ABC Group
. Consolidation -
Name: |Tek0 Group {Entiey: Teko Group Limited §||
Teko Consolidation Group
Description:
Available Clients Assigned Clients
(ABC Group)Irish Consolidation Company Teko Group Limited
(ABC Group)UK Subsidizry Teko Dublin EURD
Teko London GBP
Teko NY USD
Add == Add Al=> Remove Remove Al
Create New Run Consolidation Apply Changes
Close
Dane +/ Trusted sites v 0% -

1.2.4 Alignment of General Ledger Account Structures

In the majority of cases, consolidation refers to the collating of data from General
Ledger (GL) activity in related entities, which can then be analysed into group
management reports such as Income & Expenditure or Profit & Loss reports, or
group Balance Sheets. In order for this data to be consolidated correctly, the GL
Account Structures must be aligned in each of the related entities so that activity is

correctly presented in the consolidated reports.
Alignment of the GL structures can be done in one of two ways:

1. Use identical GL account codes in each of the entities: For example, account
code #4150 refers to Audit Fees in all entities. This would obviously make the
consolidation of GL data very simple, whereby the values for all accounts would
be consolidated together. In AIQ this is easily facilitated by using the same
company template when creating group entities. However, individual entities
may require GL accounts that are specific to them, and not required by other

entities in the group. For example, a group with entities in different trade tax
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jurisdictions (e.g. VAT in Ireland / GST in Australia) may require different trade
tax accounts.

2. Using identical Chart of Accounts: The Chart of Accounts (CoA) refers to the
structure of grouping individual accounts for reporting purposes. In AIQ the
Category and Subcategory codes assigned to each GL account are used for this
purpose. For example, individual GL accounts #1010, #1020, and #1030 could
be grouped under a Category of ‘Income’, Subcategory of ‘Operating Income’,
whereas GL accounts #1100, #1200, and #1210 could be grouped under a
Category of ‘Income’, Subcategory of ‘Other Income’.

Using the same CoA across all group entities means that individual entities retain
the ability to create their own specific GL accounts knowing that it will not affect
consolidated reporting. This is easily facilitated by using company templates
when creating group entities, and through the flexible creation of GL accounts,
Categories, and Subcategories. However, an agreed procedure would need to be
put in place to ensure the correct categories and subcategories are applied to
new GL accounts when created in individual entities.

1.2.5 Intergroup/Intercompany Accounts

The creation of intergroup or intercompany accounts should be the same as for all
other GL accounts, and based on whichever coding structure is applied, as described
above. If using the CoA approach it would also be appropriate to create a specific
intergroup subcategory. With either approach, the result of the consolidation
routines should leave a zero consolidated intergroup balance; with individual entities’
intergroup account balances cancelling each other out.

Obviously, this assumes that individual entities intergroup accounts agree to one
another across the group, and where the consolidated intergroup balance is not zero
then investigation and adjustment will be required.

An intergroup balances report is currently being finalised which will be used to
identify individual entities in a group structure where their intergroup accounts do not
agree. This will assist users to immediately identify where intergroup adjustments

are required.
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1.2.6

1.2.7

Analysis Groups & Analysis Codes

Where additional levels of reporting are required, the system provides Analysis
Groups and Analysis Codes. It is recommended that this is taken into account
when designing and implementing the basis of consolidation across the group
entities, and equally when designing and implementing Analysis reporting structures.

As with other elements of basis for consolidation, in order for this data to be
consolidated correctly for additional levels of reporting and analysis, these structures
must be aligned in each of the related entities so that activity is correctly presented

in the consolidated reports.

Reporting Periods

As important as agreeing and implementing a structured basis to allow correct
consolidation of data and reporting of activity across related entities, it is as
important to consolidate this data for the same reporting periods. It is therefore
necessary to ensure that the same reporting periods are created in each of the
related entities when setting them up through the accountsIQ administration layer.

1.3 Running a Consolidation

A ‘Run Consolidation’ button is displayed on the Manage Groups page as shown above. This

function firstly performs an extensive data check to ensure that there are no obvious

discrepancies between the set-ups in each of the entity companies to avoid any issues when

consolidating data and to ensure consistency throughout.

The following checks are made:

The list of General Ledger Categories (e.g. ‘Operating Revenue’, ‘Current Assets’ etc)
and General Ledger Sub Categories (e.g. ‘Payroll Liabilities) must be the same in each
entity company to consolidate. If these go out of sync, the groupings in consolidated
P&L and Balance Sheet reports would not make sense - you would get extra
groupings. Therefore, the function compares the contents the GL Category and GL
Sub Category tables in each of the companies in the group to ensure that they are
identical

The analysis codes and groups tied to departments. Departments that are common
to different entities must have the same analysis code linkages. Again, if these go
out of sync, any reports which group by analysis code would not make sense. Note
that different entities can have different sets of departments set up within them and
these will be consolidated into an overall list
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B The period tables must have the same number of periods in each year with the same
set of months applied to the period numbers (e.g. confirm that Period 2 is February
in each company etc). Therefore, each entity must have the same financial year as
other to ensure consistent reporting. However, entities may close off ledgers
independently of one another if they choose to do so

B The currency table must have the same set of currency codes in each entity. The
consolidation company must have every other entity’s base currency in its own
currency table. Note that it is permissible for individual entities to have different
base currencies (see below)

If any of these checks fail, the routine informs the user of the discrepancy and indicates
which check failed and in which entity it failed.

Once all the checks pass, reporting data will be extracted from each of the entity companies
into the consolidated company.

Foreign Currency Considerations

The consolidation routine allows for the fact that individual entities may report in different
foreign currencies individually compared to the group company. For example, a group may
report in US$ in its consolidated reports, however it may be made up of entities that report in
a mixture of currencies (e.g £STG, AUD$ etc).

When the data is aggregated to the consolidation entity, the values are translated into the
base currency of the consolidation entity. To obtain the exchange rate between an entity’s
base currency and the consolidated entity’s base currency, the routine looks up the base
currency within each company. It uses this currency code to lookup currency table in the
consolidated entity to find the exchange rates between the two currencies. Once this
conversion rate is obtained, it should be divided into the values of the records from each of
the entities to convert them to the base currency of the consolidation company.

The exchange rate at which values are translated differs depending on whether a Profit and
Loss or a Balance Sheet account is being consolidated. AIQ recognises the fact that
Balance Sheet accounts need to be translated using the current exchange rate for a period.
Therefore, the balance sheet period and year to date amounts are calculated using the rate
that applies for the specified period being consolidated.

On the other hand, Profit and Loss year to date values are calculated as the accumulated sum
of all the translated period actuals for these accounts to date. In other words, they are

calculated using the average rate for the year to date. In the consolidation company, we
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hold the historical exchange rates per period and use this when converting P&L account
period actuals and year to date amounts.

ity Groups - Windows Internet Explorer

Entity Groups
. Entity Groups I Entity Group Details
=
ABC Group
Currency: |GBP - Sterling §|
| Year | Period | Exchanae Rate
| 2008 | [ |
Edit 2008 January 0.850000
Edit 2008 February 0.850000
Edit 2008 March 0.850000
Edit 2008  Apri 0.850000
Edit 2008 May 0.850000
Edit 2008 June 0.850000
Edit 2008 July 0.850000
Edit 2008 August 0.850000
Edit 2008 September 0.850000
Edit 2008 October 0.850000
Edit 2008 MNovember 0.850000
Edit 2008 December 0.850000
Create New
Close
Done o Trusted sites v ®i0% -
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The two tables below highlight this difference:

Balance Sheet

Period Ex Rate
Translated Amt
Translated YTD

1.5

The imbalance caused by the difference in currency calculations concerning P&L and Balance
Sheet accounts needs to be offset by associated values in the Group Company’s Unrealised
Gains/Losses account. The F/X difference is calculated by exchanging the previous period’s
year to date value with the current period’s exchange rate and taking the difference. In
other words, the balancing figure is taken as the accumulated YTD Balance Sheet accounts
last month less the revalued YTD balances last month at this month's exchange rate. This
figure is automatically recorded against the Unrealised Gains/Losses account in the

consolidation company.

The Consolidation Routine

When the consolidation routine is running, the user is provided with a series of visual cues
indicating that a long process is running. If there are a large number of databases to
consolidate, the routine may take several seconds to run.

10
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[~ Entity Groups - Windows Internet Explorer

Consolidate Entity Group

GL Categories... v

Prepare.
Consolidate..

o/ Trusted sites | 4 - ®100% v

Once the routine has completed, the user is notified of completion and instructed that the
reports are now ready to be run.

1.6 Consolidation Reports
The following consolidation reports are currently available:
B Trial Balance Consolidated: General Ledger Actuals, Year to Date versus Budget by
GL Category, Sub Category, Department and Period

B Profit and Loss Consolidated: Profit and Loss showing Actuals & Year to Date versus
Budget values by GL Category, Sub Category, Department and Period

B Balance Sheet Consolidated: Balance Sheet showing Year to Date Balances by GL
Category, Sub Category, Department and Period

11
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Balance Sheet (Consolidated)

Date Printed: 14,/07/2009 17:13:25

Financial Year: 2009
From Period: January
To Period: January
Teko Dublin EURO Teko London GEP Teko NY USD
anuary - 1 ry -1 January - 1 Total
Category Sub Category | AT ‘ Mame
Aszsts [ Hon Currant Assets Tangible Azzats 21,420 25,200 15,857 22,457
Tatal 21,420 25,200 15,857 82,487
Current Azsssts Cash & Bank 87,215 114,371 72,011 283,558
Debtors & Prepayments 11,248 120,558 82,480 324 B2
Tatal 208,563 245,389 154,451 808,423
Tetal 270,569 170,258 870,910
Liskilitizs Current Lishilities. Creditors. & Accrusls {13,088) (15,374) {9.680) (38,122)
Taxation Liabilities (23,423 (45,280} (29,202) {115,004)
Tatal {52,491) (51,754} (28.8827) [(153,127)
Total {52,491) (61,754) {38,882) {153,127)
Other = Equity & Rezsrves Profit & Losz Account [+] 1] 1] [+]
Total L] o 0 L]
Total (1] ] Q (1]
Equities =] Equity & Reserves Capital & Equity 25,000 B4z 8,515 72,930
Rezzarves 52,433 179,402 112,257 444 253
Total 177,453 208,815 131,478 517,783
Total 177,453 208,815 131,476 517,783
Total L] o 0 L]
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