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0 O In contrastl] Reynolds Metals Corporation has chosen to utilize the partial equity method approach.Allen
Earehart[] director of corporate accounting for Reynolds[] states(] “ wle do adjusl the carrying value of our
investments annually to reflect the earnings of each subsidiary.We want to be able to evaluate the parent company
on a stand-alone basis and a regular equity accrual iSO therefore[d necessary.However,we do separate certain
adjustments such as the elim- ination ofintercompany gainS and losses and record them solely within the
development ofcon. solidated financial statements.” 501 [0 Exhibit 3.1 provides a summary of these three reporting
technigues. The method adopted affects only the acquiring companys separate financial records.No changes are
created in either the subsidiarys accounts or the consolidated totals.[] [J Because specific worksheet procedures
differ based on the investment method being uti. lized by the parent[] the consolidation process subsequent to the
date of combination will be introduced twice.First.we review consolidations in which the acquiring company uses
the equity method. Then we redevelop all procedures when the investment iS recorded by one of the alternative
methodd.
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