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Recommendation Proposal on Consolidated Financial Statements
Introduction
Consolidated financial statements are the financial statements of a group or an organization presented as statements of a single enterprise. The role of the International Accounting Standard 27 is to provide a basic conceptual structure used for presentation and preparation of financial statements used in accounting for investment in subsidiaries in parents separate financial investment (Pratt, 2016).  
A consolidated financial statement is a combination of four main statements. It is made up of an account of the balance sheet, an income statement, cash flow statements, and shareholders’ equity statement. An independent auditor prepared a consolidated financial report of a fiscal year, June 30, 2014, and 2013.
Background of the Study 
The John Hopkins Health System (JHHS) is the sole member of the John Hopkins Hospital (JHH). The institution has an objective to offer patients with the required care in treatment and prevention of different ailments. JHHS has an obligation of assigning a board of directors to the John Hopkins Hospital. The board of trustees appointed by the JHHS has the role of approving the annual operations and the entire capital budget (Pratt, 2016).
The independent auditor at JHH prepared a consolidated financial statement that incorporated a balance sheet with total assets and total liabilities. Operating revenues, operating expenses, non- operative taxes and expenses, changes in temporary restricted net assets, activities of operation, activities of investing, activities of financing, and cash and cash equivalents.
The organization and accounting policies of JHH compose of factors such as use of estimates, basis of presentation cash and cash equivalents, inventories and supplies, assets whose use is limited, valuation of investment, property, plant and equipment, impairment of long-lived assets, financial expenses, accrued vacation, advances from third-party payors, estimated malpractice payors, estimated malpractices costs, swap agreements, asset retirement obligations, temporary restricted net assets, limited donor gifts, grants, excess of revenues over expenses, known operation services,  and income taxes. 
Literature Review
The JHH financial statements are prepared on the accrual basis of accounting which should comply with the principles of accounting that are acceptable in the United States of America. To analyze and make recommendations on the prepared consolidated financial statements, the team focused on the four basic accounts. The accounts are balance sheet, income statement, a statement of cash flows, and a statement of shareholders equity. 
The first statement entailed in the financial statements is the balance sheet. A balance sheet keeps a record of the financial statement of the institution before the operations of the fiscal year start. Operating assets and producing assets of the company are listed in the balance sheet as the financial year starts. Also, the source of the operating and producing assets are in the balance sheet. A second financial statement in the financial statements is the income statement. It is made up of operating revenues, operating expenses, and non-profiting expenses.
A statement of cash flows is also a financial statement incorporated in the financial statements. Statement of cash flows is made up of cash flows and cash outflows. The cash flows and cash outflows are made up of three categories of business activities: operating, investing, and financing. The fourth financial statement is the statement of shareholders equity. The report is used to elaborate on the changes experienced in the investment of the accounts of the shareholders.  

Methodology
For the team to make any recommendations to the leadership at John Hopkins Hospital, they decided to have an analysis of the financial statement of the financial position of the hospital. The team used the data provided of the fiscal year ended June 30, 2013, and June 30, 2014. The objective of financial analysis is to answer questions such as the overall financial position of the hospital, establish how the financial situation of JHH compares to JHHS, which is its peer. Measures or strategies that the institution can use to adjust its operations and policies to make their financial position of the institution, and the amount of debt or liabilities that the institution can afford. To evaluate the financial position of JHH, the team would recommend evaluation of the three main categories of financial situation. The groups of financial position are liquidity, profitability, and solvency. Financial status is a public organization ability to accomplish its mission now and in the future (Kioko, & Marlowe, 2016). 
To review the balance sheet of the hospital, would recommend focusing on the extent of change of the assets. What is the difference between the liabilities, and what percentages of net assets are presented as unrestricted, restricted, or permanently restricted? When analyzing an income statement, evaluate the revenue source, the revenue changes, and the proportion of restricted and unrestricted revenue in the amount of total revenue. In terms of expenses, the team focused on answering questions such as the amount of money that the organization has spent in the year ended June 30, 2014. Any changes in the level of expenses, if the personal cost has had any difference and the amount that the institution reported concerning depreciation and amortization (Kioko, & Marlowe, 2016). An analysis of the financial statement of JHH the team recommends an evaluation using the financial statement ratios. Financial ratios are calculations derived from the financial statement. In computing the liquidity ratios, the current assets are calculated in proportion of current liabilities. 
In the explanation of the prepared consolidated financial statements, the information that is in the different financial statements should not be included in the final consolidated financial statement (AASB, 2016). For the presentation of a consolidated financial statement, it is advisable to present separate financial statements for the parent institution from the subsidiary institution. A parent, in this case, the parent institution in JHHS and the subsidiary institution is the JHH. The team recommends a presentation of an additional consolidated statement of JHHS. A parent institution or organization is one that has one or more subsidiary while a subsidiary organization is one that is controlled by another. By presenting separate consolidated financial statements, it allows the user to have information of not only the involved enterprise but of the whole group.
The financial reporting system is required to establish the objectives of the preparation of the financial statements and the methods that they will use in the preparation process (Maynard, 2017). Developing and evaluating the objectives of the financial statements will help in giving high-quality financial statements. In recent years many companies and institutions have made it possible for the users to have detailed information before making any crucial decision. Therefore the team recommends to the leadership to have a set of financial reporting standards that are acceptable by the different markets.
Conclusion
This proposal aims to recommend to the leadership of the John Hopkins Hospital. The suggestions are about the analyzing and interpretation of consolidated financial statements of the organization. According to the team, the most effective way to analyze the financial statement of the hospital is by finding out its financial position. To find out on the economic situation, the team recommends the discussion of two factors; Liquidity and solvency. By evaluation of the liquidity level of the organization and its creditworthiness, it is easier to know if the hospital can achieve its objectives.
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