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Intra-entity Transfers
1. Intra-entity transactions are common between companies mainly because the organization of these business combinations is in such a way that, one company’s needs comprise of the services and products sold by the other. Hence, there is heightened generation of profits because, instead of buying from a third party, a company has its component as a long-lasting client.
2. Total sales between Barker Company and Walden Company were $100,000 which translates to an intra-entity transfer. Therefore, irrespective of the percentage of ownership or profit rate the total sales of $100,000 ought to be excluded from the sales and purchases accounts.
3. When a product is sold in an intra-entity transaction, the companies create a transfer price exceeding the cost of the inventory. The seller therefore, records a gross profit although it remains unattained, from the viewpoint of the business combination, until utilized or sold to a different buyer. Upon preparation of consolidated financial statements, the unattained gross profits are scrapped from the inventory accounts and deferred to the next financial year. Thus in the following year, the unrealized gross profit must be included in the consolidation process.
4. James, Inc. records a gross profit on its financial records in the year of the intra-entity transfer. This gross profit can only be realized upon selling, or consumption of the inventory by Matthews Co. The first entry is made in the year of transfer to defer unattained gross profit. The second entry is made on the next financial year so that upon the inventory’s complete consumption, the gross profit can be recognized.
5. According to the existing accounting pronouncement, gross profits that are unattained connect to the seller and in the sellers account books. In an upstream intra- entity transfer the effect of deferring and eventually recognizing these gross profits must be considered while calculating non-controlling interest balances. However, in downstream transfers, unrealized profits have no effect on the non-controlling interest. 
6. a) Revenues and COGS must be recognized for all intra-entity sales regardless of whether the sales are upstream or downstream.
7. a) The subsidiary’s reported net income is adjusted for the impact of upstream transfers prior to computing the non-controlling interest’s allocation. 
8. d) $970,000 and $696,000
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