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ACCOUNTING FOR INVESTMENTS IN COMMON 
STOCK





THE COST METHOD

Accounting Procedures under the Cost Method



Declaration of Dividends in Excess of Earnings since 
Acquisition





THE EQUITY METODH







Acquisition at Interim Date



Changes in the Number of Shares Held







THE COST AND EQUITY METODS COMPARED





Additional Considerations Relating to the Equity 
Method

• Accounting for investments in subsidiaries

• Because investments in consolidated subsidiaries are eliminated when 
consolidated statements are prepared, the consolidated statements are 
not affected by the procedures used to account for the investments on 
the parent’s books

• Companies follow three different approaches in accounting for their 
consolidated subsidiaries:

• Fully adjusted equity method

• Modified version of the equity method

• Cost method
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