ENTRIES FOR EQUITY INVESTMENTS: 209%-509% OWNERSHIP
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ENTRIES FOR EQUITY INVESTMENTS: 20%-50% OWwNERSHIP ON JANUARY 6, 208, BuLLboG Co. PUrcHASED 359% OF THE
EQUITY STAKE IN A STRATEGIC BUSINESS ACQUISITION, MARKING A SIGNIFICANT MILESTONE IN ITS CORPORATE GROW TH
STRATEGY. THIS PURCHASE FALLS WITHIN THE 209% To 50% OWNERSHIP RANGE, WHICH IS OFTEN CONSIDERED A "'SIGNIFICANT
INFLUENCE” ZONE UNDER ACCOUNTING STANDARDS. [UNDERSTANDING THE NUANCES OF SUCH EQUITY INVESTMENTS IS CRUCIAL
FOR STAKEHOLDERS, INVESTORS, AND FINANCIAL PROFESSIONALS ALIKE. THIS COMPREHENSIVE GUIDE EXPLORES THE ACCOUNTING
IMPLICATIONS, REPORTING REQUIREMENTS, AND STRATEGIC CONSIDERATIONS ASSOCIATED WITH ENTRIES FOR EQUITY
INVESTMENTS IN THE 209% To 50% OWNERSHIP BRACKET, USING BULLDOG Co.'s 208 ACQUISITION AS A CASE STUDY.

UNDERSTANDING EQUITY INVESTMENTS IN THE 209% To 509% RANGE

1. DEFINITION AND SIGNIFICANCE OF 20%-50% OWNERSHIP

EQUITY INVESTMENTS WITHIN THE 20% To 50% OWNERSHIP RANGE ARE CLASSIFIED AS “SIGNIFICANT INFLUENCE”
INVESTMENTS. THIS MEANS THE INVESTOR, IN THIS CASE, BULLDOG CO., CAN EXERT CONSIDERABLE INFLUENCE OVER THE
OPERATING AND FINANCIAL POLICIES OF THE INVESTEE BUT DOES NOT HAVE CONTROL.

KEY POINTS INCLUDE:

- THE INVESTOR CAN INFLUENCE DECISIONS BUT CANNOT DICTATE POLICIES.

- OFTEN RESULTS IN THE APPLICATION OF THE EQUITY METHOD OF ACCOUNTING.
- REFLECTS A STRATEGIC PARTNERSHIP RATHER THAN OUTRIGHT CONTROL.

2. WHY THE 209%-509%, RANGE MATTERS

THIS OWNERSHIP RANGE IS CRITICAL BECAUSE IT DETERMINES HOW INVESTMENTS ARE RECORDED AND REPORTED IN FINANCIAL
STATEMENTS:

- BeLow 209% TYPICALLY RESULTS IN COST OR FAIR VALUE ACCOUNTING.

- BETwEEN 209% AND 509, GENERALLY QUALIFIES FOR EQUITY METHOD ACCOUNTING.

- OvErR 50% USUALLY IMPLIES CONTROL, REQUIRING CONSOLIDATION.

ACCOUNTING ENTRIES FOR EQUITY INVESTMENTS BETWEEN 209% AND 50%

1. THe EQUITY METHOD OF ACCOUNTING

THE MOST COMMON ACCOUNTING APPROACH FOR SIGNIFICANT INFLUENCE INVESTMENTS IS THE EQUITY METHOD. UNDER THIS
METHOD, THE INVESTOR RECOGNIZES ITS SHARE OF THE INVESTEE’S NET INCOME, LOSSES, AND OTHER COMPREHENSIVE INCOME.

STEPS FOR RECORDING ENTRIES:

- INITIAL INVESTMENT IS RECORDED AT COST.

- SUBSEQUENT SHARE OF NET INCOME INCREASES THE INVESTMENT ACCOUNT.
- DIVIDENDS RECEIVED DECREASE THE INVESTMENT ACCOUNT.



- ADJUSTMENTS FOR AMORTIZATION OR IMPAIRMENT MAY BE NECESSARY.

2. INITIAL INVESTMENT ENTRY

ONJANUARY 6, 208, BuLLDOG Co. RECORDS THE INITIAL PURCHASE AS FOLLOWS:

"PLAINTEXT
DegIT: EQUITY INVESTMENT (ASSET) $X XXX

CrepiT: CASH orR Bank $X, XXX

AR

WHERE $X, XXX IS THE PURCHASE PRICE PAID FOR 35% OWNERSHIP.

3. RECOGNIZING SHARE OF NET INCOME

AT EACH REPORTING PERIOD, BuLLDOG CO. RECOGNIZES ITS SHARE OF THE INVESTEE'S NET INCOME:

"PLAINTEXT
DeBIT: EQUITY INVESTMENT $Y,YYY

CREDIT: INVESTMENT INCOME $Y,YYY

A

THIS INCREASES THE INVESTMENT ASSET AND RECOGNIZES INCOME.

4. RECORDING DIVIDENDS

DIVIDENDS RECEIVED FROM THE INVESTEE REDUCE THE CARRYING AMOUNT OF THE INVESTMENT:

“PLAINTEXT
DesiT: CAsH $Z,277

CrEDIT: EQUITY INVESTMENT $Z,277

A

DIVIDENDS ARE NOT RECOGNIZED AS INCOME UNDER THE EQUITY METHOD BUT REDUCE THE INVESTMENT ACCOUNT.

STRATEGIC AND FINANCIAL IMPLICATIONS OF THE 208 ACQUISITION

1. IMPACT oN BuLLDOG Co.’s FINANCIAL STATEMENTS

PURCHASING A 359%, STAKE HAS SEVERAL IMPLICATIONS:

- BALANCE SHEET: INCREASE IN ASSETS VIA THE EQUITY INVESTMENT ACCOUNT.

- INCOME STATEMENT: RECOGNITION OF BULLDOG’S SHARE OF INVESTEE’S PROFITS OR LOSSES.
- CASH FLow: OUTFLOW DURING PURCHASE; INFLOWS FROM DIVIDENDS.

2. INFLUENCE ON BUSINESS STRATEGY

HOLDING A SIGNIFICANT STAKE ALLOWS BuLLboG Co. To:
- PARTICIPATE IN STRATEGIC DECISION-MAKING.
- INFLUENCE MANAGEMENT POLICIES.



- ACCESS DETAILED FINANCIAL AND OPERATIONAL INFORMATION.

3. POTENTIAL FOR FUTURE CONTROL

W/ HILE 350/0 OWNERSHIP DOES NOT CONFER CONTROL, IT POSITIONS BuLLDOG Co. FOR POSSIBLE FUTURE INCREASES IN
OWNERSHIP OR INFLUENCE, POTENTIALLY LEADING TO CONSOLIDATION IN THE FUTURE.

REPORTING REQUIREMENTS AND DISCLOSURE

1. FINANCIAL STATEMENT PRESENTATION

INVESTMENTS ACCOUNTED FOR UNDER THE EQUITY METHOD ARE PRESENTED AS NON-CURRENT ASSETS IN THE BALANCE SHEET.
THE INCOME FROM SUCH INVESTMENTS IS REFLECTED AS A SINGLE LINE ITEM UNDER OPERATING INCOME OR OTHER INCOME.

2. DiscLosURE NOTES

PUBLIC COMPANIES AND LARGE PRIVATE ENTITIES ARE REQUIRED TO DISCLOSE:
- THE NAME OF THE INVESTEE.

- THE NATURE OF THE RELATIONSHIP.

- THE CARRYING AMOUNT OF THE INVESTMENT.

- THE SHARE OF INCOME OR LOSS RECOGNIZED.

- ANY IMPAIRMENT LOSSES.

3. IMPAIRMENT CONSIDERATIONS

IF THE FAIR VALUE OF THE INVESTMENT DROPS BELOW ITS CARRYING AMOUNT, BuLLDoG Co. MUST RECOGNIZE AN IMPAIRMENT
LOSS, IMPACTING NET INCOME.

STRATEGIC BENEFITS OF EQUITY INVESTMENTS IN THE 20%-50% RANGE

1. INFLUENCE WITHOUT CONTROL

INVESTING IN THE 209%-509% RANGE OFFERS A BALANCE—ALLOWING BULLDOG CO. TO INFLUENCE OPERATIONS WITHOUT THE
COMPLEXITIES OF FULL CONTROL OR CONSOLIDATION.

2. DIVERSIFICATION AND GROWTH OPPORTUNITIES

SUCH INVESTMENTS CAN DIVERSIFY REVENUE STREAMS AND OPEN AVENUES FOR COLLABORATIVE GROW TH.

3. ENHANCED STAKEHOLDER V ALUE

STRATEGIC INVESTMENTS CAN IMPROVE STAKEHOLDER CONFIDENCE BY DEMONSTRATING ACTIVE PARTICIPATION IN KEY
INDUSTRIES.



CHALLENGES AND RISkS OF EQUITY INVESTMENTS IN THIS RANGE

1. VALUATION AND FAIR V ALUE MEASUREMENT

DETERMINING THE FAIR VALUE OF THE INVESTMENT CAN BE COMPLEX, ESPECIALLY IF THE INVESTEE IS PRIVATELY HELD.

2. SHARE OF PROFIT or LOSS V ARIABILITY

PROFITS AND LOSSES FROM INVESTEES CAN FLUCTUATE, IMPACTING BuLLboG Co.’S EARNINGS UNPREDICTABLY.

3. IMPAIRMENT Risks

ECONOMIC DOWNTURNS OR POOR PERFORMANCE CAN LEAD TO SIGNIFICANT IMPAIRMENT LOSSES.

CONCLUSION: STRATEGIC ASSET MANAGEMENT FOR BuLLpoG Co.

THE ACQUISITION OF A 350/0 STAKE BY BULLDOG CO. EXEMPLIFIES A STRATEGIC MOVE TO DEEPEN INFLUENCE AND FOSTER
GROWTH PARTNERSHIPS WITHOUT ASSERTING FULL CONTROL. PROPER ACCOUNTING ENTRIES—INITIAL RECOGNITION, SHARE OF
INCOME, DIVIDENDS, AND IMPAIRMENT——ARE ESSENTIAL FOR ACCURATE FINANCIAL REPORTING. FURTHERMORE/ UNDERSTANDING THE
IMPLICATIONS OF SUCH EQUITY INVESTMENTS ENHANCES DECISION-MAKING, INVESTOR CONFIDENCE, AND LONG~TERM STRATEGIC
PLANNING. AS BULLDOG CO. NAVIGATES THESE INVESTMENTS, BALANCING INFLUENCE, RISK, AND OPPORTUNITY REMAINS KEY TO
MAXIMIZING SHAREHOLDER VALUE AND SUSTAINING COMPETITIVE ADVANTAGE IN A DYNAMIC MARKET ENVIRONMENT.

Key TAKEAWAYS FOR INVESTORS AND FINANCIAL MANAGERS

- EQUITY INVESTMENTS BETWEEN 209% AND 509 TYPICALLY USE THE EQUITY METHOD FOR ACCOUNTING.
- ACCURATE INITIAL RECORDING AND PERIODIC UPDATES ARE CRUCIAL.

- RECOGNIZING SHARE OF PROFIT/LOSS AND IMPAIRMENTS IMPACTS FINANCIAL PERFORMANCE.

- STRATEGIC INVESTMENTS CAN INFLUENCE CORPORATE GROWTH AND STAKEHOLDER PERCEPTION.

- PROPER DISCLOSURE ENSURES TRANSPARENCY AND REGULATORY COMPLIANCE.

OPTIMIZING YOUR INVESTMENT STRATEGY WITH KNOWLEDGE OF EQUITY ENTRIES

(UNDERSTANDING THE ACCOUNTING AND STRATEGIC IMPLICATIONS OF EQUITY INVESTMENTS IN THE 209%-509% RANGE ALLOWS
COMPANIES LIKE BULLDOG CO. TO MAKE INFORMED DECISIONS THAT ALIGN WITH THEIR GROWTH OBJECTIVES. WHETHER PURSUING
INFLUENCE, DIVERSIFICATION, OR STRATEGIC PARTNERSHIPS, MASTERING THE NUANCES OF THESE ENTRIES IS VITAL FOR ACCURATE
FINANCIAL REPORTING AND SUSTAINABLE SUCCESS.

FOR MORE INSIGHTS ON ACCOUNTING FOR EQUITY INVESTMENTS, VISIT OUR COMPREHENSIVE GUIDES OR CONSULT WITH A
FINANCIAL ADVISOR.



FREQUENTLY AskeD QUESTIONS

WHAT IS THE ACCOUNTING TREATMENT FOR EQUITY INVESTMENTS WITH 20% To
509% owNersHIP IN BuLLDoG Co. AS oF JANUARY 6, 208?

INVESTMENTS WITH 20% To 509% OWNERSHIP ARE TYPICALLY ACCOUNTED FOR USING THE EQUITY METHOD, WHERE THE
INVESTOR RECOGNIZES ITS SHARE OF THE INVESTEE'S NET INCOME AND ADJUSTS THE CARRYING AMOUNT ACCORDINGLY.

How poes BuLLDoG Co. RECORD THE INITIAL PURCHASE OF 359, OF ANOTHER
COMPANY ON JANUARY 6, 208?

BuLLboG Co. RECORDS THE INITIAL INVESTMENT AT COST, INCLUDING PURCHASE PRICE AND ANY ACQUISITION-RELATED COSTS

AND THEN ADJUSTS THE CARRYING AMOUNT BASED ON ITS SHARE OF THE INVESTEE'S INCOME OR LOSSES UNDER THE EQUITY
METHOD.

1

WHAT IMPACT DOES A 35% OWNERSHIP STAKE HAVE ON BuLLDOG C0.’s FINANCIAL
STATEMENTS?

WITH A 350/0 STAKE, BuLLDOG CO. CONSOLIDATES ITS SHARE OF THE INVESTEE'S NET INCOME INTO ITS INCOME STATEMENT
AND RECOGNIZES ITS PROPORTIONATE SHARE OF THE INVESTEE'S EQUITY IN THE BALANCE SHEET, REFLECTING SIGNIFICANT
INFLUENCE.

How ARE DIVIDENDS RECEIVED FROM THE INVESTEE RECORDED FOR BuLLDoG Co.?

DIVIDENDS RECEIVED ARE RECORDED AS A REDUCTION IN THE CARRYING AMOUNT OF THE INVESTMENT AND ARE NOT RECOGNIZED
AS INCOME UNDER THE EQUITY METHOD.

\W/HAT ARE THE KEY DISCLOSURES REQUIRED FOR BULLDOG CO.'s EQUITY INVESTMENTS
WITH 35% OWNERSHIP?

BuLLboG Co. MUST DISCLOSE THE NATURE OF THE INVESTMENT, THE NAME OF THE INVESTEE, ITS PERCENTAGE OF OWNERSHIP,
THE METHOD OF ACCOUNTING, AND SUMMARIZED FINANCIAL INFORMATION OF THE INVESTEE.

How poes BuLLDoG Co. ACCOUNT FOR CHANGES IN THE INVESTEE'S NET ASSETS
AFTER THE INITIAL PURCHASE?

BuLLboG Co. ADJUSTS ITS INVESTMENT ACCOUNT FOR ITS SHARE OF THE INVESTEE'S NET INCOME OR LOSS, AND ALSO ADJUSTS
FOR ANY OTHER COMPREHENSIVE INCOME OR DIVIDENDS RECEIVED, REFLECTING ITS ONGOING INFLUENCE.

\WHAT ARE THE DIFFERENCES BETWEEN THE EQUITY METHOD AND CONSOLIDATION FOR
BuLLboG Co.'s 359, OWNERSHIP?

THE EQUITY METHOD RECORDS THE INVESTMENT AS A SINGLE ASSET WITH PROPORTIONAL INCOME RECOGNITION, WHILE
CONSOLIDATION COMBINES BOTH ENTITIES' FINANCIAL STATEMENTS FULLY, REFLECTING CONTROL. SINCE 350/0 TYPICALLY
INDICATES SIGNIFICANT INFLUENCE BUT NOT CONTROL, THE EQUITY METHOD IS USED.

CAN BuLLboG Co. RECOGNIZE GOODWILL RELATED TO ITS 35% INVESTMENT?

GOODWILL IS GENERALLY RECOGNIZED AT THE TIME OF ACQUISITION IF PURCHASE PRICE EXCEEDS THE FAIR VALUE OF NET
IDENTIFIABLE ASSETS. UNDER THE EQUITY METHOD, GOODWILL IS EMBEDDED IN THE INVESTMENT ACCOUNT AND NOT SEPARATELY
AMORTIZED.



\W/HAT ARE THE POTENTIAL RISKS ASSOCIATED WITH BuLLboG Co.’s 35% EQUITY
INVESTMENT?

RISKS INCLUDE EXPOSURE TO THE INVESTEE’S FINANCIAL PERFORMANCE, POTENTIAL IMPAIRMENTS IF THE INVESTEE'S VALUE
DECLINES, AND THE INFLUENCE OF EXTERNAL FACTORS AFFECTING THE INVESTEE'S OPERATIONS.

How DOES THE PURCHASE DATE OF JANUARY 6, 208, AFFECT THE ACCOUNTING FOR
BuLLboG Co.'s INVESTMENT?

THE PURCHASE DATE ESTABLISHES THE INITIAL RECOGNITION DATE, DETERMINING THE STARTING CARRYING AMOUNT OF THE
INVESTMENT. SUBSEQUENT INCOME, DIVIDENDS, AND ADJUSTMENTS ARE RECORDED FROM THIS DATE ONW ARD.

ADDITIONAL RESOURCES

ENTRIES FOR EQUITY INVESTMENTS: 20%-509% OwnERSHIP ON JANUARY 6, 208, BuLLbog Co. PurcHAseD 35% OF THe
WHEN A COMPANY LIKE BULLDOG Co. ACQUIRES A 35% OWNERSHIP STAKE IN ANOTHER ENTERPRISE, IT FALLS WITHIN THE
SIGNIFICANT INFLUENCE RANGE, OF TEN CATEGORIZED AS AN EQUITY INVESTMENT. THIS TYPE OF INVESTMENT, TYPICALLY RANGING
FROM 20% To 509 OWNERSHIP, CARRIES UNIQUE ACCOUNTING AND REPORTING IMPLICATIONS THAT DIFFER MARKEDLY FROM

BOTH PASSIVE INVESTMENTS AND CONTROLLING INTERESTS. UNDERSTANDING HOW TO PROPERLY RECORD, REPORT, AND ANALYZE
SUCH INVESTMENTS IS VITAL FOR ACCURATE FINANCIAL STATEMENTS AND INSIGHTFUL DECISION-MAKING.

UNDERSTANDING EQUITY INVESTMENTS: 20% - 509%, OWNERSHIP
WHAT DoEes 209, - 509 OwNERSHIP MEAN?

OWNERSHIP BETWEEN 20% AND 509 GENERALLY SIGNIFIES THAT THE INVESTOR HAS SIGNIFICANT INFLUENCE OVER THE
INVESTEE BUT DOES NOT HAVE CONTROL. THIS INFLUENCE MAY MANIFEST THROUGH:

- PARTICIPATION IN POLICY-MAKING PROCESSES

- REPRESENTATION ON THE BOARD OF DIRECTORS

- SIGNIFICANT VOTING RIGHTS

- PARTICIPATION IN DIVIDENDS AND EARNINGS

THIS LEVEL OF INFLUENCE IMPACTS HOW THE INVESTMENT IS ACCOUNTED FOR, PRIMARILY USING THE EQUITY METHOD.
WHY Is THE EQuUITY MeTHOD USED?

THE EQUITY METHOD RECOGNIZES THE INVESTOR’S SHARE OF THE INVESTEE’S PROFITS, LOSSES, AND OTHER COMPREHENSIVE

INCOME. |T PROVIDES A MORE ACCURATE REFLECTION OF THE ECONOMIC RELATIONSHIP BETWEEN THE TWO ENTITIES THAN THE
COST METHOD, WHICH RECORDS THE INVESTMENT AT INITIAL COST ONLY.

THE ACCOUNTING FOR EQUITY INVESTMENTS: STEP-BY-STEP GUIDE
1. INITIAL RECOGNITION OF THE INVESTMENT

ONJANUARY 6, 208, BuLLboG Co. MADE A PURCHASE THAT RESULTED IN A 359 OWNERSHIP STAKE IN THE INVESTEE. THE
INITIAL ENTRY INVOLVES:

- RECORDING THE INVESTMENT AT COST, INCLUDING PURCHASE PRICE PLUS ANY DIRECTLY ATTRIBUTABLE TRANSACTION COSTS.

ExAMPLE ENTRY:



LS8N

Dr. INVESTMENT IN INVESTEE (AsSET) $XXX (PURCHASE PRICE)
Cr. CASH $XXX

ARNY

NoTE: THE PURCHASE PRICE DEPENDS ON THE NEGOTIATED AMOUNT, AND ANY ASSOCIATED TRANSACTION COSTS ARE EXPENSED
OR INCLUDED IN THE INITIAL MEASUREMENT , DEPENDING ON ACCOUNTING STANDARDS.

2. RECOGNIZING SHARE OF INVESTEE’S PROFITS AND LOSSES

ONCE THE INVESTMENT IS MADE, BuLLboG Co. WILL RECOGNIZE ITS PROPORTIONATE SHARE OF THE INVESTEE’S NET INCOME OR
LOSS FOR THE PERIOD.

METHOD:

- INCREASE THE INVESTMENT ACCOUNT FOR BuLLDOG Co. BY ITS SHARE OF PROFITS.
- DECREASE IF THE INVESTEE REPORTS A LOSS.

ENTRY EXAMPLE:

SUPPOSE THE INVESTEE REPORTS NET INCOME oF $ 1,000,000, AND BuLLDOG 0wWnNs 35%,.
AR Y

Dr. INVESTMENT IN INVESTEE $350,000
Cr. EQUITY INCOME FROM INVESTEE $350,000

ARNY

THIS ENTRY REFLECTS BULLDOG’S SHARE OF THE INVESTEE’S EARNINGS, WHICH INCREASES THE ASSET VALUE OF THE INVESTMENT
ACCOUNT.

3. DIVIDENDS RECEIVED
DIVIDENDS ARE CONSIDERED A RETURN OF INVESTMENT AND REDUCE THE CARRYING AMOUNT OF THE INVESTMENT.
ENTRY EXAMPLE:

IF THE INVESTEE PAYS DIVIDENDS oF $200,000:

ARNY

Dr. CasH $70,000
Cr. INVESTMENT IN INVESTEE $70,000

A

NoTEe: BULLDOG’s SHARE OF DIVIDENDS IS 35% oF $200,000 = $70,000.

4. ADJUSTMENTS FOR FAIR VALUE AND IMPAIRMENTS

|F THE INVESTMENT’S FAIR VALUE DECLINES BELOW ITS CARRYING VALUE OR IF THERE ARE INDICATORS OF IMPAIRMENT, BuLLDOG
Co. MUST RECOGNIZE AN IMPAIRMENT LOSS.

KEY POINTS:

- UNDER IFRS (USING THE FAIR VALUE MODEL), ADJUSTMENTS TO FAIR VALUE ARE RECOGNIZED THROUGH PROFIT OR LOSS.



- Unber US GAAP/ IMPAIRMENT LOSSES ARE RECOGNIZED IF THE DECLINE IS CONSIDERED OTHER-THAN-TEMPORARY.

CONSOLIDATION VERSUS EQUITY METHOD

\WHeN Does BuLLDOG Needb To CONSOLIDATE?

- IF BuLLboG Co. ACQUIRES MORE THAN 509%, OF THE INVESTEE, CONTROL IS PRESUMED, AND FULL CONSOLIDATION IS
REQUIRED.

- AT 35%, BuLLpoG Co. DOES NOT CONTROL THE INVESTEE; THUS, THE EQUITY METHOD IS APPROPRIATE.

THE ROLE OF SIGNIFICANT INFLUENCE

SIGNIFICANT INFLUENCE, PRESENT AT 20% - 509%, GRANTS BuLLDOG CO. THE RIGHT TO PARTICIPATE IN POLICY DECISIONS
BUT DOES NOT GIVE CONTROL. THE EQUITY METHOD REFLECTS THIS INFLUENCE ACCURATELY.

FINANCIAL STATEMENT IMPACT

BALANCE SHEET

- THE INVESTMENT IN INVESTEE APPEARS AS A NON-CURRENT ASSET.

- OVER TIME, THE CARRYING AMOUNT REFLECTS BULLDOG’S SHARE OF NET ASSETS, ADJUSTED FOR EARNINGS, DIVIDENDS, AND
IMPAIRMENTS.

INCOME STATEMENT

- THE SHARE OF INVESTEE’S EARNINGS IS REPORTED AS A SEPARATE LINE ITEM, IMPACTING NET INCOME.
- DIVIDENDS ARE NOT RECOGNIZED AS INCOME BUT AS A REDUCTION OF THE INVESTMENT.

PracTIcAL CONSIDERATIONS AND COMMON |SSUES

1. CHANGES IN OWNERSHIP PERCENTAGE

- IF BULLDOG’S OWNERSHIP INCREASES BEYOND 50%, IT MAY NEED TO CONSOLIDATE.

- CONVERSELY, IF OWNERSHIP DROPS BELOW 209, THE INVESTMENT MIGHT BE CLASSIFIED AS A PASSIVE INVESTMENT,
RECORDED AT FAIR VALUE.

2. MULTIPLE INVESTMENTS IN THE SAME INVESTEE

- ENSURE PROPER AGGREGATION AND AVOID DOUBLE-COUNTING.
- MAINTAIN CLEAR DOCUMENTATION FOR EACH INVESTMENT.

3. DISPOSITIONS AND PARTIAL SALES

- WHEN BULLDOG SELLS PART OF ITS STAKE, ADJUST THE CARRYING AMOUNT PROPORTIONALLY.
- RECOGNIZE GAINS OR LOSSES ON DISPOSAL.

4. INFLUENCE AND CONTROL INDICATORS

- EVEN WITH 350/0, FACTORS SUCH AS BOARD REPRESENTATION, VOTING RIGHTS, OR CONTRACTUAL ARRANGEMENTS CAN
INFLUENCE ACCOUNTING TREATMENT.



Case STupy: BuLLboG Co. AND THE INVESTEE
SUPPOSE THE FOLLOWING SCENARIO:

- PURCHASE DATE: JANUARY 6, 208

- PurcHase price: $5,000,000

- OWNERSHIP: 35%

- INVESTEE’S NET INCOME FOR THE YEAR: $2,000,000
- Divipenps becLARED AND PAID: $1,000,000

STEP 1: RECORD INITIAL INVESTMENT

A

Dr. INVESTMENT IN INVESTEE $5,000,000
Cr. CasH $5,000,000

ARNY

STEP 2: RECOGNIZE SHARE OF NET INCOME

ARNY

SHARE OF NET INCoME = 35% $2,000,000 = $700,000

Dr. INVESTMENT IN INVESTEE $700,000
Cr. EQuiTy IncoMe $700,000

LS8N

STEP 3: RECORD DIVIDENDS RECEIVED

LS8N

Divipenps Recelved = 35% $ 1,000,000 = $350,000

Dr. CasH $350,000
Cr. INVESTMENT IN INVESTEE $350,000

A

STEP 4: YEAR-END BALANCE OF THE INVESTMENT ACCOUNT
- INTIAL: $5,000,000

- PLus: $700,000 (EARNINGS)

- Less: $350,000 (pivibenps)

REMAINING INVESTMENT BALANCE: $5,350,000

Key TAKEAWAYS

- OWNERSHIP BETWEEN 209% AND 509, GENERALLY INDICATES SIGNIFICANT INFLUENCE, WARRANTING THE USE OF THE EQUITY

METHOD.

- THE EQUITY METHOD INVOLVES RECOGNIZING THE INVESTOR’S SHARE OF THE INVESTEE'S NET INCOME AND LOSSES, ADJUSTING

THE INVESTMENT ACCOUNT ACCORDINGLY.

- DIVIDENDS ARE TREATED AS A REDUCTION IN THE INVESTMENT ACCOUNT, NOT INCOME.
- CHANGES IN OWNERSHIP, INFLUENCE, OR CONTROL CAN ALTER ACCOUNTING REQUIREMENTS—FULL CONSOLIDATION MAY BE

NECESSARY IF CONTROL IS ACHIEVED.

- PROPER CLASSIFICATION AND MEASUREMENT ARE ESSENTIAL TO PRODUCE TRANSPARENT AND COMPARABLE FINANCIAL

STATEMENTS.



CONCLUSION

INVESTING IN COMPANIES WITH 20%-509% OWNERSHIP, SUCH AS BuLLDOG C0.’s 35% STAKE IN THE INVESTEE, DEMANDS A
NUANCED UNDERSTANDING OF ACCOUNTING STANDARDS AND STRATEGIC IMPLICATIONS. PROPER ENTRIES, ONGOING ADJUSTMENTS,
AND CAREFUL ANALYSIS OF INFLUENCE ENSURE ACCURATE FINANCIAL REPORTING. RECOGNIZING THE DIFFERENCES BETWEEN PASSIVE
INVESTMENTS, SIGNIFICANT INFLUENCE, AND CONTROL IS CRUCIAL FOR INVESTORS, AUDITORS, AND FINANCIAL ANALYSTS ALIKE.
AS MARKETS EVOLVE, SO DO THE STANDARDS GOVERNING THESE INVESTMENTS, UNDERSCORING THE IMPORTANCE OF STAYING
INFORMED AND DILIGENT IN ACCOUNTING PRACTICES.
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