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The financial statement of the investor under the equity method does not fully consolidate the financial information of the investor. This means the income statement only includes the investor’s proportionate share of the net income. The reader may not be able to forecast any possible liabilities of the investor. As the reader of the income statement does in the equity method does not have access to the investor’s financial statements, the reader may not make various revenue recognitions and other manipulations on expenses that may not be visible in the financial statement. This means the equity method separates the financial information of the investor from the income statements which subjects the method to manipulation. 
The reader can review the available disclosures of the investor’s company including the discussions from the management. This can help in identifying any liabilities the company expected in the future but not listed in the financial information. The future liabilities may also have a highlighted impact on the net income generated in the company. The reader can research more on the investor’s financial statements as a way of detecting any manipulations on revenue. A company for instance would purchase 50% of stock from another company which is the investee, the investor company can manipulate income by influencing income or loss declarations of the investee.  The investor in this case can recognize the share of the investor’s income or losses when dividends are paid or not. 
