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Calculate Goodwill: 
P.C.+NCI - (BVNA+ change in FV) = Goodwill
Acquisition Differential=P.C.+NCI-BVNA

Amortize change in FV of Assets & Goodwill: 
To determine portion of Goodwill between Parent and Sub: 
Parent: P.C. – (70% of SE) – (70% of change in FV)
Sub: FV of NCI – (30% of SE) – (30% of change in FV)

Intercompany profits and losses (Gain/Loss on effective bond retirement)
Intercompany bonds (Parent buys from Sub)
	Investment in Sub (cost-(profit/years-to-maturity) 				xx
	Bonds Payable (FV bonds on B.S.*(% of bonds acquired by Parent)	(xx)
	Realized loss—entity								xx

Investment (cost)		xx
Par Value			(xx)
Realized loss to parent	xx

Par Value			xx
Carrying Amount (B.P.)	(xx)
Realized loss to sub		xx


Determine the intercompany sales on inventory:

Determine the unrealized profits in E.I and O.I and specify whether they are U/S or D/S. 
-E.I.=(amount in EI that was purchased from Sub)*gross profit %
-O.I.=(amount in OI that was purchased from Sub)*gross profit % (or given)


Determine the consolidated balance of Plant and Equipment and Accumulated Depreciation: 
Plant and Equipment: 
Parent +Sub – (gain from Interco transfer) + (amount of gain already amortized)

Accumulated Depreciation: 
Parent + Sub – (amount of gain already amortized) 








Determine the consolidated Income Statement: 
					Parent			Sub			Combined
Sales: 					xx
Less: Interco Sales			(xx)
					xx
Interest Revenue			xx
Interest Revenue elimination		(xx)
Total Revenue				xx

COGS					xx
Less: Interco sales			(xx)
Unrealized OI profits-U/S		(xx)
Unrealized EI profits-U/S		xx
Adjusted COGS			xx

Gross Margin				xx
Gain on Bond Retirement		xx

Other Expenses: 
Gain amort-plant			(xx)
Interest Rev Elimination		(xx)
Interest Elimination Loss		xx
FV adjusted amort			xx



Calculate the consolidation of net income: 

Income from Parent							xx
Less: 	Dividend from Sub (%*total dividend)	(xx)
	Unrealized profit in E.I. (D/S)		(xx)
	Realized loss on bonds			(xx)

Add: 	Realized profit in O.I. (D/S)			xx
	
Adjusted Net income							xx

Income of Sub								xx
Less: 	Amortization of acquisition diff. 		(xx)
	Realized loss on bonds			(xx)
	Unrealized profits in E.I. -U/S		(xx)
							Xx
Add: 	Realized profits in O.I. (U/S)			xx
Equipment Profit realized			xx
Adjusted Net Income						xx
Consolidated Net Income						xx

	




Calculate Retained Earnings at the beginning of the year: 
Retained Earnings of Parent, Jan 1, Year 7					xx
Less: unrealized profits in O.I. (D/S)						(xx)
Adjusted RE
Retained Earnings of Sub, Jan 1, Year 7			 xx
At acquisition							(xx)
Increase (Decrease)						 xx	
Less: 
	Unrealized profits in opening inventory (U/S)	(xx)
	Unrealized profits in equipment			(xx)
	Amortization of A.D. (previous years)		(xx)
Adjusted Increase						xx
Parent’s ownership %						xx%		xx
Consolidated retained earnings, Jan 1 Year 7					xx


Calculate Retained Earnings at the end of the year: 
Retained Earnings, Jan 1, year 7				xx
Add: net income (Total)						xx
Less: dividends (from parent)						(xx)
Retained Earnings, Dec 31, Year 7				xx


Calculation of NCI at the end of the year: 
Common shares of Sub					xx
Retained Earnings of Sub (beg of year)			xx
Net Income, year 7						xx
Dividends, year 7				             	(xx)
Total Shareholders’ Equity, Dec 31, year 7			xx
Less: 	
Unrealized equipment profits		xx
Realized loss on sale of bond		xx
	Unrealized profits in EI (U/S)		xx		(xx)
								xx
Add: Unamortized acquisition differential			xx	
Realized Bond gain					xx
Adjusted Shareholders’ Equity for Sub			xx
NCI share (%)								xx%
NCI, Dec 31, Year 7							xx

OR 
NCI @ acquisition
+ 20% of the Retained earnings increase for the Sub
+NCI (Subs share)
-Dividends (relating to the sub)

Compute a consolidated Balance Sheet:
Inventory: Parent + Sub - Unrealized Profits in E.I. 

Investment in Sub Account: 
	Balance Jan 1, yr 2					86,900
Year 2 transaction						
	Increase in Sub RE(*%)				44,000
	Parent’s share of AD amort				(1150)
	Holdback of year 2 asset profit (balance at dec 31)	(21,600)
Year 3 transactions
	Increase in Sub RE (*%)				27,200
	Parent’s share of AD amort				(1150)
	Realization of yr 2 asset profit(amount depr*%)	4320
	Holdback of year 3 asset profit			(31,200)
Balance, Dec 31, year 3					111,640		



