Advanced Accounting
The Necessary December 31, 2018 Consolidated Worksheet Entries
i. The Annual Amortization obtained from the acquisition-date and fair-value allocations
	Considered Transfer
	$700,000
	
	

	Non-controlling interest fair value
	$175,000
	
	

	Subsidiary fair value at the date of acquisition
	(700,000+175,000) =
$875,000
	
	

	Book Value
	($850,000)
	
	

	Fair value in excess of the book value
	(875,000-850,000) =
$25,000
	
	

	
	
	
	

	Excess fair value tasks
	
	Remaining life
	Annual Excess amortizations

	To building
	$11,000
	5 years
	$2,200

	To patented technology
	($25,000-$11,000) =
$14,000
	4 years
	$3,500

	Totals
	0
	
	$5,700



ii. The transfers remain to be upstream since Pitino bought inventory from Brey.
iii. Intra-entity gross profit inventory as at 1st January 2018
	Gross profit during 2017 transfers ($160,000-$92,800)
	$67,200

	Gross profit % ($67,200/$160,000)
	0.42*100% = 42%

	Remaining inventory as at 31st Dec 2017
	$50,000

	% Gross profit
	42%

	Intra-entity gross inventory as at 1st Jan, 2018
	(50,000*0.42) = $21,000



iv. Intra-entity gross profit inventory as at 31st December, 2018
	Gross profit on transfers in 2018 ($115,000-$69,000)
	$46,000

	% Gross profit ($46,000/$115,000)
	0.4*100% = 40%

	Remaining inventory as at 31st Dec 2018
	$25,000

	% Gross profit
	40%

	Intra-entity gross inventory as at 31st December 2018
	(25,000*0.4) = $10,000



v. Consolidated Worksheet Entries as at 31st December, 2018
	Retained Earnings
	Dr.
	Cr.

	($90,000 + $582,000)
	$672,000
	



	Common Stock
	Dr.
	Cr.

	($150,000 + $15,000)
	$165,000
	



	Depreciation expense
	Dr.
	Cr.

	($125,000 - $90,000)
	
	$35,000



	Dividends Declared
	Dr.
	Cr.

	($27,000 + $136,000)
	
	$163,000



	Net Income
	Dr.
	Cr.

	($90,000 + $230,000)
	$320,000
	



	Total liabilities & Equity
	Dr.
	Cr.

	($562,000 + $1,815,000)
	
	$2,377,000



1 Retained Earnings                        $672,000
   Dividend declared                                              $163,000
     Non-controlling interest              $175,000
2 Common Stock                             $$165,000
     Investment in subsidiary              $875,000
    Depreciation Expense                                        $35,000
3 Net Income                                     $320,000
   Total liabilities & equity                                     $2,377,000
4 Amortization Expense
    Building                                         $55,000
      Patented technology                      $56,000                                    
  
