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E@uihi Metwod of Auwm'nq_
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Share  Gopitad = 1000000
Reserves 4 Surplas = Q00000
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Soluton 3- (ot Incurved =  SOO0OD
(]

s--=mpqao'gxas‘r = Q50000

Rt - Joopoo X &Sk = _SDDOD

300000
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PsSETS
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o000
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Solutonz-  (ost  Inwrved 200000

Q
Set- = mpqoo%xns"n = Q000D

Ret -~ Jo0oO X &S): = _SDOOO
300000

Capitodl  Resexve 100000
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Tratmeni of fet  acguisition projic of asoudde egmpany
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G 2.4 ASSOCIATES ACCOUNTED FOR USING THE
EQUITY METHOD

The equity method is a method of accounting whereby the investment is initially
recorded at cost, identifying any goodwill/capital reserve arising at the time of
acquisition. The carrying amount of the investment is adjusted thereafter for the
post acquisition change in the investor’'s share of net assets of the investee. The
consolidated statement of profit and loss reflects the investor's share of the
results of operations of the investee.

Goodwill/capital reserve arising on the acquisition of an associate by an investor
should be included in the carrying amount of investment in the associate but
should be disclosed separately.

From the definition, following broad conclusions can be drawn:
a. In CFS, investment is to be recorded at cost.

b.  Any surplus or deficit in cost and net asset to be recorded as goodwill or
capital reserve.

C. Distributions received from an investee reduce the carrying amount of the
investment.

d. Any subsequent change in share in net asset is adjusted in cost of
investment and goodwill/capital reserve.

e. Consolidated Profit & Loss shows the investor's share in the results of
operations of the investee.

Illustration 1

v
A Ltd. "acquire 45% of ‘B Ltd. shares on April 01, 20X1, the price paid was
¢ 15,00,000. Following are the extracts of balance sheet of B Ltd. as of 1 Aeril 20X1:
——— _ — —

DOA
Paid up Equity Share Capital ¢ 10,00,000
Securities Premium 71,00,000 Y NWO®AST. = 790 000
= Gw = ~
Reserve & Surplus v 5,00,000 1g0000" 1SDOYO
= =

B Ltd. has reported net profits of ¥ 3,00,000 and paid dividends of ¢ 1,00,000 for the
year ended 31 March 20X2. Calculate the amount at which the investment in B Ltd.
should be shown in the consolidated balance sheet of A Ltd. as on March 31, 20X2.

g At - 222
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ACCOUNTING STANDARDS FOR CONSOLIDATED
FINANCIAL STATEMENTS
Solution
Calculation of Goodwill/Capital Reserve under Equity Method
Particulars 4 4
Investment in B Ltd. (A) 15,00,000
Equity Shares 10,00,000
Security Premium 1,00,000
Reserves & Surplus 5,00,000
Net Assets 16,00,000
45% of Net Asset (B) 7,20,000
Goodwill (A-B) _ 7,80,000

Calculation of Carrying ount of Investment in the year ended on
31°t March, 20X2 n\s

=

Particulars 4
Investment in Associate as per AS 23:

Share of Net Assets on 1 April 20X1 7,20,000
Add: Goodwill - 7,80,000
Cost of Investment 15',20,000
Add: Profit during the year (3,00,000 x 45%) 1,2_5,000
Less: Dividend paid (1,00,000 x 45%) (45,000)
Carrying Amg_unt of Investment |;9 0,000

v

G 2.5 CIRCUMSTANCES UNDER WHICH EQUITY
METHOD IS FOLLOWED

Equity method of accounting is to be followed by all the enterprises having
|significant influenca on their associates except in the following cases:

a. ‘Conkrol Is intended to bbecause the investment is acquired and

held exclusively with a view to its subsequent disposal in the near future.
The term ‘Near Future’ is explained with AS 21.
P ——
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b.

PssouiodR
Or it operates under severe Iong—term restrictions, which si_gnificantly impair
its ability to transfer funds to the investor.

In both the above cases, investment of investor in the share of the investee
is treated as investment according to AS 13.

L4
3/ An investor should discontinue the use of the equity method from the date that:

}/;'2

a.

It ceases to have significant influence in an associate but retains, either in
whole or in part, its investment.

The use of the equity method is no longer appropriate because the
associate operates under severe long-term restrictions that significantly
impair its ability to transfer funds to the investor.

From the date of discontinuing the use of the equity method, investments in such
associates should be accounted for in accordance with AS 13, Accounting for

Investments. For this purpose, the|carrying amount pf the investment at that date
should be regarded as cost thereafter. The [reasons|for not applying the equity

method in accounting for investments in an associate should be in the
consolidated financial statements. M3 fpidad — LOST

(wawent LT

@ 2.6 APPLICATION OF THE EQUITY METHOD

*

Many of the rules followed under equity method for an associate is similar
to consolidated financial statement rules as in case of subsidiary i.e. AS 21.

Investment in an associate should be recorded as per the equity method
from the date when such relation comes in effect.

Investment in the associate is recorded at cost and any difference in the
cost and investor’s share in equity on the date of acquisition is shown as
goodwill or capital reserve.

Case 1:

A Ltd. holds 22% share of B Ltd. on 1°* April of the year and following are
the relevant information as available on the date are Cost of Investment
% 33,000 and Total Equity on the date of acquisition ¥ 2,00,000.
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A Ltd.’s share in equity (2,00,000 x 22%) T 44,000
Less: Cost of Investment % (33.000)
Capital Reserve %11,000
Extract of Balance Sheet: ASSETS

Investment in Associate as per AS 23 4 4

Share of Net Assets as on 1 April 44,000

Less: Capital reserve (11,000) 33,000
Case 2:

A Ltd. holds 22% share of B Ltd. on 1°* April of the year and following are
the relevant information as available on the date are Cost of Investment
% 55,000 and Total Equity on the date of acquisition ¥ 2,00,000.

Cost of Investment % 55,000
Less: A Ltd.’s share in equity (2,00,000 x 22%) 344,000

Goodwill 311,000
Extract of Balance Sheet: ASSETS
Investment in Associate as per AS 23 4 4
Share of Net Assets as on 1 April 44,000
Add: Goodwill 11,000 55,000

. Step Acquisition in case of an associate:

An enterprise having share of profits of more than 50% in other company,
they are said to be in Parent-Subsidiary relationship. However, if the share
in profits is more than 20% but upto 50% then this relationship is termed as
of associate. This stake of 20% can be acquired either in one go or in more
than one transaction. This stake can be increased further say from 25% to
30%. Adjustment should be made with each transaction.

@E! WP
) a A-23 W 1
== =3

C= 100050 ¢ 50000
© The Institute of Chartered Accountants of India MNWA = &wﬂ NWHA = 120090
—— —
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jADVANCED ACCOUNTING

Case 1 Conversion from a passive investor to an associate in the same
year:

A Ltd. acquired 10% stake of B Ltd. on April 01 and further 15% on
October 01 during the same year. Other information is as follow:

Cost of Investment for 10% ¥ 1,00,000 and for 15% ¥ 1,45,000
Net asset on April 013 8,50,000 and on October 01 % 10,00,000.

Calculations for April 01:

4
Cost of investment (8,50,000 x 10%) 1,00,000
Less: 10% share in net asset ( 85,000)
Goodwill 15,000

Calculations for October 01:

4
15% share in net asset (10,00,000 x 15%) 1,50,000
Less: Cost of investment (1,45,000)
Capital Reserve 5,000
Total goodwill (15,000 - 5,000) _ 10,000

Case 2 - Conversion from a passive investor to an associate in the same
year:

A Ltd. acquired 10% stake of B Ltd. on April 01 and further 15% on October
01 of the same year. Other information is as follow:

Cost of Investment for 10% ¥ 1,00,000 and for 15% ¥ 1,55,000
Net asset on April 013 8,50,000 and on October 01 ¥ 10,00,000.
Calculations for April 01:

4

Cost of investment 1,00,000
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lllustration 2 1000000 4 200000 = 1200000 % 40/. « ABo00D

$20000 G

(A)Ltd. acquire4 40% share in B Ltd. on{April 01, 20X1 for € 10 lacs. On that date

B Ltd. had 1,00,000 equity shares of E

each fully paid and accumulated profits of

— AD/-
¢2,00,000. During the year B Ltd. suffered a loss of ¥10,00,000; ¢ durmg / D
20X2-20X3 loss of ¥ 12,50,000 and during 20X3-20X4 agam a g of ¢ 5,00,000.
Show the extract of consolidated balance sheet of A Ltd. on all the four dates
recording the above events. 12SDOCO% 40/ - = SDOOOO
Solution OO XA0/ = HHOLOD
© alafe—
Calculation of Goodwill/Capital Reserve under Equity Method
Particulars 4
Equity Shares 10,00,000
Reserves & Surplus 2,00,000
Net Assets 12,00,000
40% share of Net Assets 4,80,000
Less: Cost of Investment (10,00,000)
Goodwill 5,20,000
Consolidated Balance Sheet (Extract) as on April 01, 20X1: ASSETS
—_
@ Investment in Associate as per AS 23 L4 4
Share of Net Assets on April 1 /4,80,000
Add: Goodwill 5,20,000 10,00,000 & (08T
2 ' he—=)
2\
WAalculation of Carrying Amount of Investment as at 31 March 20X2: ~==8 e%':)—
Investment in Associate as per AS 23 ?
Share of Net Assets on 1 April, 20X1 4,80,000
Add: Goodwill 5,20,000
Cost of Investment 10,00,000
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Tliuakeation I: -
loiHad Qewrdnﬂfon on  DON = I-Asl

Investmeny  in B lid-
Share  of Nel Pssele /Net wortn (1200000 X407.) = 430000
G\mn’ = 000D

toed of  Mveahment 100000
Snore of  Loser for =12
1000000 X NG/- = ADOOOD
(arvying Amount 0¢ on 31312 = 1000000 - 400000 < 500000
Consolidated Bolante Sheet s on  31-3:12
Inveatment ™ B Id-
Share of Nt  hAssete A30000
less: Snarc of  losser 400000
80000
add: Groocleoill S20000
Cavralva arouni 08 On 31312 600000
Snare of  Lmsex for |13
1250000% 40/. = SDOOOD
Cavrq\'vsg Amount QL on 31313 = 600000 - SDDOOD = 100000
Consolidctled Bolante Sheet 0s on 313413
Investment ®n 8 Iid-
Shove ofF  Ned  Assets 80000
less: Snave of  Losser L___'_)_SOG)O
0o
add: (roockuitl S20000
less: Shawe of Lossea 420000
106000
| 0O0CO

Cawxlva amound 08 On 31313



Sare of  Loser for 13-4
SDOO0O X 40/ . = 200000

Carying Amount 0g on 3r3-14 = 100000 - 100000 = ©
Conolidatled Bolane Sheet 0s on  31:3-14
nvestment ™ 8 Id:

Share of N hAssete 0
less: Snarc of  Losser 0
0
add: (roveluwill 100000
less: Share of Llosses (1ogooo)
0
Canylva amouni 08 ON 31314 0

NOTE :- Sine  +he canﬁm amount of Fvestment in ateociate cannot
Yeduee  betow , M e year 13- 14 cmv;’ X 100000 of tpeses
NS  been  writen OFF -
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Less: Loss for the year (10,00,000 x 40%) (4,00,000)
Carrying Amount of Investment 6,00,000
Consolidated Balance Sheet (Extract) as on March 31, 20X2: ASSETS
Investment in Associate as per AS 23 < <
Share of Net Assets on 1 April, 20X1 4,80,000
S———— -
Less: Share of Loss as above ’(4,00,000)
Sh-of Ned fssels
o2 1 tase T
fdd: Goodwill | 5,20,000 L [ 6,00,000
*»=500000
Calculation of Carrying Amount of Investment as at 31 March 20X3: :ooow
L b ——
Investment in Associate as per AS 23 <
Carrying Amount of Investment as on 31 March 20X2 6,00,000
Less: Loss for the year (12,50,000 x 40%) (5,00,000)
Carrying Amount of Investment 1,00,000
Consolidated Balance Sheet (Extract) as on March 31, 20X3: ASSETS 2000
— T ? - lm
Investment in Associate as per AS 23 4 Sia0e00
Share of Net Assets on 1 April, 20X1 _ 80000 4,8.0.0%0
Less: Share of Loss as above (X 4,00,000 +
% 5,00,000) (4,20,000)
. SJQwO ">l
Add: Goodwill - HA00DD (1.00,000 )
Calculation of Carrying Amount of Investment as at 31 March 20X4: - 100000
(]
Investment in Associate as per AS 23 #==
Carrying Amount of Investment 1,00,000

Less: Loss for the year (500,000 x 40% = 2,00,000, restricted to
Carrying amount of Investment in B Ltd.) -refer note below

Carrying Amount of Investment
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Consolidated Balance Sheet_ﬁxtract) as on March 31, 20X4: ASSETS

Investment in Associate as per AS 23 <
o Smre of NA 0
Investment in B Ltd. (noockuiil _\00000 5
. If, under the equity method, an investor’s share of an asSBciate

equals or exceeds the carrying amount of the investment, the investor
ordinarily discontinues recognising its share of further losses and the
investment is reported at nil value. Additional losses are provided for to the
extent that the investor has incurred obligations or made payments on
behalf of the associate to satisfy obligations of the associate that the
investor has guaranteed or to which the investor is otherwise committed. If
the associate subsequently reports profits, the investor resumes including
its share of those profits only after its share of the profits equals the share
of net losses that have not been recognised.

. As far as possible the reporting date of the financial statements should be
same for consolidated financial statement. If practically it is not possible to
draw up the financial statements of one or more enterprise to such date
and, accordingly, those financial statements are drawn up to reporting dates
different from the reporting date of the investor, adjustments should be
made for the effects of significant transactions or other events that occur
between those dates and the date of the consolidated financial statements.
In any case, the difference between reporting dates of the concern and
consolidated financial statement should not be more than six months.

. Accounting policies followed in the preparation of the financial statements
of the investor, investee and consolidated financial statement should be
uniform for like transactions and other events in similar circumstances.

If accounting policies followed by different enterprises in the group are not
uniform, then adjustments should be made in the items of the individual
financial statements to bring it in line with the accounting policy of the
consolidated statement.

. The carrying amount of investment in an associate should be reduced to
recognise a decline, other than temporary, in the value of the investment,
such reduction being determined and made for each investment
individually.
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{®2.10 RELEVANT EXPLANATIONS TO AS 23

2.10.1 Treatment of Proposed Dividend in Associates in
Consolidated Financial Statements

In case an associate has made a provision for proposed dividend (i.e. dividend
declared after the reportm period but it pertains to that reporting year) in its
financial statements, the investor's share of the results of operations of the
associate should be computed without taking into consideration the proposed
dividend.

2.10.2 Consideration of Potential Equity Shares for
Determining whether an Investee is an Associate

The potential equity shares of the investee held by the investor should not be
taken into account for determining the voting power of the investor.

Reference: The students are advised to refer the full text of AS 23 “Accounting
for Investments in Associates in Consolidated Financial Statements” (issued 2001).

TEST YOUR KNOWLEDGE

Multiple Choice Questions
1. Identity which of the statements are correct.

An enterprise can influence the significant economic decision making by
many ways like:

()  Representation on the board of directors or governing body of the
investee.

(i)  Participation in policy-making processes.
(ii) Interchange of managerial personnel.
(iv)  Provision of essential technical information.

(a) Statement (i) and (ii) are correct.
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Answer to the Multiple Choice Questions

1. (c) 2. (a), 3. (b) 4. (@) 5.

N

ACCOUNTING STANDARDS FOR CONSOLIDATED

FINANCIAL STATEMENTS m

(b)  Statement (i), (ii) and (iii) are correct.

(c) Statement (i), (i), (iii) and (iv) are correct.
(d)  Statement (ii) and (iii) are correct.

2. A ltd. is holding 90% share in B Ltd. and 10% shares in C Ltd., and B Ltd (s

holding 11% shares in C Ltd. Qo).

Identity which of the statements are incorrect. ‘

(i) In this case, A Ltd. is parent ofB Ltd. LO'ﬂ'Cd'

(i)  As far as the relationship between A Ltd. and C Ltd. is concerned; A Ltd.
has a total of direct and indirect holding of (10% + 90% of 11%) 19.9 %
. [4 ———
inCLtd. Incorreed

(iii) C Ltd. is an associate of A Ltd. covved
- M Statement (ii) is incorrect.
(b)  Statement (iii) is incorrect.
(c) Statement (ii) and (iii) both are incorrect.
(d)  All statements are incorrect. x

3. A Ltd. acquired 10% stake of B Ltd. on April 01 and further 15% on

’ — . . ==
October 01 of the same year. Other information is as follows:
Cost of Investment for 10% ¢ 1,00,000 and for 15% ¢ 1,55,000
Net asset off Apri 07 78,50,000 nd on October 01 ¥ 10,00,000.
=
What is the amount of goodwill or capital reserve arising on significant
influence? = 0}/ (l"*) ';f’, O.m)
= ¢
(@) Goodwill = ¥10,000. c= [0000O ¢ = 1SSDOO
\.(b)  Goodwill = 720,000.) Nwk = gsow N - [SDOOO
(c)  Capital Reserve = 10,000. Gilo )SO00 Gw  SDoOo

(d) Capital Reserve = ¥20,000.

A Ltd. acquired 10% stake of B Ltd. on Aprtl 071 and further 15% on October
07 during the same year. ear. Other mformatton (s as follow:

- T e

© The Institute of Chartered Accountants of India C= (00000 c= latoo0
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Gw = 1000 cR. (SDOD)

L |

Net 610 = 10000
jADVANCED ACCOUNTING —

Cost of Investment for 10% ¥ 1,00,000 and for 15% ¥ 1,45,000

¢ — . —
Net asset on\April 071 ¢8,50,000 }nd on\October 01 ¢ 70,00,000;‘-

What is the amount of goodwill or capital reserve arising on significant
inﬂuence7 - i

\(a) Goodwill = & 10,000. (
(b)  Goodwill = ¥20,000.
(c)  Capital Reserve = ¥ 10,000. A 90 \

(d) Capital Reserve = ¢20,000.

@ Identity which of the statements are correct.
—_— ——

‘yi’ In case an assoczate has made a provision for proposed dividend (i.e. i/,
dividend declared after the reporting period but it pertains to that -
reporting year) in its financial statements, the investor's share of the

results of operations of the associate should be computed without
taking into consideration the proposed dividen

(ii) In case an associate has made a prowszon for proposed dividend (i.e.
dividend declared after the reportmg period but it pertains to that
reporting year) in its financial statements, the mvestors share_of the

results of operations of the associate should be computed after taking
into consideration the proposed dividend. Im,ongd;
a3

—

g}ff The potential equity shares of the investee held by the investor should
not be taken into account for determining the voting power of the

. -—
lnvestor.
c—

(iv) The potential equity shares of the investee held by the investor should
be taken into account for determining the voting power of the investor. mwmfﬂ

(a) Statemen@nd.

(b) Y Statement (ii) and (iv).

(c)  Statement (i) only.
(d)  Statement (iii) only.
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Theoretical Questions

6.  Describe the cases Whendoes not allow the use of equity method of
[r——— B —— Y

accounting?

’
7. When is an investor required to discontinue the use of the equity method of
. CEE— e =
accounting? L 3 e 20000041013 250000 33-a2
) ) 3{‘3'2‘ v |:6va| |a‘.g..1| A30).
Scenario based Questions = 80000 — -
0 = SobtD D o W@

8.  Bright Ltd. acquired 30% of East India Ltd. shares for ¥ 2,00,000 on =SDoOO %30].
01-06-20X1. By such an acquisition Bright can exercise significa/;t_i'nfluence &=
ove.r East India Lt({. During the financial year end.irfg on 371-03-20X1 East L+ 206000
India earned prtﬂf‘s ¢ 80,000 and declared a dividend of ¢ 30,000 on_g, (spoo v
12-08-20X1. East India reported earnings of ¥ 3,00,000 for the financial year T\RS000u
ending on 37-03-20X2 (assume profits to accrue evenly) and declared —
dividends of 760,000 on 12-06-20X2. -

Calculate the carrying amount of investment in:
AS 132 LTI = SN: lost ] e -aeq dib : Lost less o
@ Separate financial statements of Brtght Ltd. as on 31-03-20X2; Cost = 12SDOO
(Y -

AS- ﬁiu‘l’#
Consé?i ated“financial statements of Bright Ltd.; as on 31-03-20X2;
== - O —

What will be the carrying amount as on 30-06-20X2 in consolidated
financial statements? eoAT

9. A ltd acquired of shares_in B _Ltd. as on 31.3.20X1 for ¥ 3 lakhs. The
Balance Sheet of B Ltd. as on 31.3.20X1 is given below: o~
= _ ———
7
q
Share Capital 5,00,000
Reserves and Surplus 5,00,000
=» 70,00,000| KSVOOO
. 6100 =SD00O

Property, Plant and Equipment 5,00,000| ~~=——t——
Investments 2,00,000
Current Assets 3,00,000
10,00,000
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During the year ended 31.3.20X2 the following are the additional information
available:

() On 30.4.20X1 A Ltd_received a dividend from B Ltd. for the year ended
31.3.20X1 am the Reserves. The above balance sheet is before
the adjustment of dividend.

(i) B Ltd. made a profit after tax of ¢ ‘7-lakhs for the year ended 31.3.20X2.

(ii)) B Ltd. declared a dividend @ 50% for the year ended 31.3.20X2 on
== ~ A -— -—
30.4.20X2.
=

A Ltd. is preparing Consolidated Financial Statements for 20X1-X2_ in
— b — ==
accordance with AS 21 for its various subsidiaries. Calculate:

CEE—— L

() lGoodwzllltf any on investment in shares of B Ltd.’s .

How the@/idend receivﬁ}for’ 31.3.20X2 o\ 30.4.20X2\from B Ltd. will be shown in
the Consolidated Financial Statements? 22-23
— — =

How A Ltd. will reflect the value of investment i in its

Consolidated Financial Statements? - BJs: CGWH’. Arowed 313N

=== e —

ANSWERS/SOLUTION

Answer to the Multiple Choice Questions

1. (c) 2. (a) 3. (b) 4. (a) 5. (a)

Answer to the Theoretical Questions

6. Equity method of accounting is to be followed by all the enterprises having
significant influence on their associates except in the following cases:

a. Control is intended to be temporary because the investment is
acquired and held exclusively with a view to its subsequent disposal in
the near future.

The term ‘Near Future’ is explained with AS 21.
Or;
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ﬂADVANCED ACCOUNTING

Add: Proportionate share of 10-month profit of
investee as per equity method (30% of
% 3,00,000 x 10/12)

Carrying amount as on 31.3.20X2

75,000

2,60,000

(iii) Carrying amount of investment in Consolidated Financial

Statement of Bright Ltd. as on 30.6.20X2 as per AS 23

k- 306 « oyt @D -
Carrying amount as on 31.3.20X2 2,60,000
Less: Dividend received (X 60,000 x 30%) (18,000)
Carrying amount as on 30.6.20X2 2,42,000
9. In terms of AS 23, B Ltd. will be considered as an associate company of

o td. as shares acquired represent to more than 20%.

Preong ol

(od} Wnc 300000 Amount paid towards acquisition of stake in B Ltd.
~fre- qu-

Less: Pre-acquisition dividend (X 5,00,000 x 40% x 25%)
2850000

Cost of Investment in B Ltd.

NWA = .?mmo
e

S0

=  as at the date of investment

Bl gt:= SDO @‘/ [25% of % 8 lakhs (% 5 lakhs + ¥ 5 lakhs — ¥ 2 lakhs)]

Less: Share in the value of Equity of B Ltd.

"me Goodwill

— shown T cn of 213-32

—:- Calculation of Goodwill (T in lakhs)

3.00
0.50
2.50

(2.00)
0.50

AlLtd. = Difdend veeived for 31-2.22 an 30-raa will w0t be

8(1)000 x 25T -mm Consolidated Profit and Loss Account for the year ended

3\-&3 31st March, 20X2 (An extract)
=

\yome

| Reveuse fronn Oper -

<in lakhs

Other income:
Share of profits in B Ltd. (7x 25%)
== =

==
Pre-acquisition Dividend received from

— Dhidemd — 31323 : Dectored on ao-;roa
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ACCOUNTING STANDARDS FOR CONSOLIDATED
FINANCIAL STATEMENTS
313:Q1 ~ ?vv.~acq'. v

WD)
P Transfgefo investment A/c
(iii) ALtd.

Nil
Consolidated Balance Sheet as on 31.3.20X2 (An extract)
— _—
Tin lakhs
Non-current investments oyt = 3
Investment in B Ltd. -Re-AD: OS 2.50)
o——— -
(including goodwill) C"'SE'
Share of profit for year 20X1 — 20X2 ) 4.25 )
1*aq . NS
Working Notes:
1. Pre-acquisition dividend received from B Ltd. amounting to

Investmeud

T 0.50 lakhs will be reduced from investment value in the books
of A Ltd.

B Ltd. made a profit of ¥ 7 lakhs for the year ended 31st March,
20X2. A Ltd.'s share in the profits of ¥ 7 lakhs is ¥ 1.75 lakhs.
Investment in B Ltd. will be increased by ¥ 1.75 lakhs and
consolidated profit and loss account of A Ltd. will be credited
with ¥ 1.75 lakhs in the consolidated financial statement of A
Ltd.

Dividend declared on iII not be recognized in the
consolidated financial statément of A Ltd.

ol

M B

&have

D Net fscels

o

-M.M
1 (roodustn

t Snave in  post -arq projjits
(700000 ¥ 257-)
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