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EXERCISES

E12–1.
Req. 1
July 1, 2010:
	Investment in bonds (+A)	
	10,000,000 
	
	

	    Cash (–A)	
	
	
	10,000,000 



Req. 2
Dec 31, 2010:
	 Cash (+A)	
	500,000
	
	

	    Interest revenue (+R, +SE)	
	
	
	500,000

	($10 million x 10% x 6/12 of a year)
	
	
	



E12–2.
	Questions
	Method of Measurement

	
	Market Value Method
	Equity Method

	a
	Less than 20%.
	At least 20% but not more than 50%.

	b
	At cost: 1,500 shares x $20 = $30,000.
	At cost: 5,000 shares x $20 = $100,000.

	c
	When Co. B declares a cash dividend; not for any holding gains and losses on securities-available-for-sale.
	When Co. B reports income or loss for the period; not when dividends are declared or paid.

	d
	Record increases and decreases based on stock price changes through the valuation allowance.
	Increase the investment account for proportionate part of income, less proportionate part of dividends and losses of Co. B. 

	e
	1,500 shares x $17 = $25,500
market value.
	Cost of $100,000 plus $14,750 ($59,000 x 25%) equity in investee’s earnings minus $3,000 ($12,000 x 25%) dividends received equals $111,750. 

	f
	Company A owns 7.5% of Company B (1,500 shares ÷ 20,000 shares outstanding). $12,000 dividends declared x 7.5% = $900 dividend revenue for Company A.
	$59,000 Company B net income x 25% = $14,750 equity in earnings of investee. 

	g
	1,500 x ($20 – $17) = $4,500  reported in stockholders’ equity.
	None.


E12–3.
June 30, 2010:
	Investment in TS (+A)	
	140,000 
	
	

	 Cash (–A)	
	
	
	140,000 

	(7,000 shares x $20 per share)
	
	
	


Dec 31, 2010:
	Allowance to value at market – TS (+A)	
	28,000
	
	

	 Net unrealized loss/gain – TS (+Gain, +SE)	
	
	
	28,000


Dec. 31, 2011:
	Allowance to value at market – TS (+A).	
	 49,000
	
	

	 Net unrealized loss/gain – TS (+Gain, +SE)	
	
	
	 49,000


Dec. 31, 2012:
	Net unrealized loss/gain – TS (+Loss, –SE)	
	 42,000
	
	

	 Allowance to value at market – TS (–A)	
	
	
	42,000



Computations:
Year     Market       Cost    = Allowance Balance  Unadjusted Balance = Adjustment
2010  $168,000   $140,000          +$28,000                         $0                     +$28,000
2011    217,000     140,000          +  77,000                 +   28,000                 +  49,000
2012    175,000     140,000          +  35,000                 +   77,000                   42,000

Feb. 14, 2013:
	Cash (+A) (7,000 shares x $23)	
	161,000 
	
	

	Loss on sale of investment (+Loss, –SE)	
	14,000
	
	

	 Investment in TS (–A).	
	
	
	140,000

	 Allowance to value at market – TS (–A)	
	
	
	35,000



Note: The net unrealized loss/gain is an income statement account. This item is reported on the current income statement and affects the computation of net income.  It is closed to Retained Earnings at the end of each year.

E12–4.
June 30, 2010:
	Investment in SAS (+A)	
	140,000
	
	

	 Cash (–A)	
	
	
	140,000


Dec. 31, 2010:
	Allowance to value at market – SAS (+A)..	
	28,000
	
	

	 Net unrealized loss/gain – SAS (+SE)	
	
	
	28,000


Dec. 31, 2011:
	Allowance to value at market – SAS (+A).	
	49,000
	
	

	 Net unrealized loss/gain – SAS (+SE)	
	
	
	49,000


Dec. 31, 2012:
	Net unrealized loss/gain – SAS (–SE)	
	 42,000
	
	

	 Allowance to value at market – SAS (–A).	
	
	
	42,000



Computations:
Year     Market       Cost    = Allowance Balance  Unadjusted Balance = Adjustment
2010  $168,000   $140,000          +$28,000                         $0                     +$28,000
2011    217,000     140,000          +  77,000                 +   28,000                 +  49,000
2012    175,000     140,000          +  35,000                 +   77,000                   42,000

Feb. 14, 2013:
	Cash (+A) (7,000 shares x $23).	
	161,000 
	
	

	Net unrealized loss/gain – SAS (–SE)	
	14,000
	
	

	 Allowance to value at market – SAS (–A).	
	
	
	14,000

	 Investment in SAS (–A).	
	
	
	140,000

	 Gain on sale of investment (+Gain, +SE)	
	
	
	 21,000


Note: The net unrealized loss/gain account is a balance sheet account. It does not affect the computation of net income each year. Because it is a balance sheet account, it maintains its balance from year to year. Therefore, the decline in stock price that occurs in 2012 is reported as an adjustment to the net unrealized loss/gain account. When the stock is sold in 2013, the net unrealized loss/gain is closed along with the Allowance to Value at Market account, and the difference between the purchase price (original cost) and the selling price is reported as a gain on the income statement.

E12–5.
March 10, 2009:
	Investment in TS (+A)	
	450,000
	
	

	 Cash (–A)	
	
	
	450,000

	(10,000 shares x $45 per share)
	
	
	


Dec. 31, 2009:
	Allowance to value at market – TS (+A)	
	50,000
	
	

	 Net unrealized loss/gain – TS (+Gain, +SE)	
	
	
	 50,000


Dec. 31, 2010:
	Net unrealized loss/gain – TS (+Loss, –SE)	
	150,000
	
	

	 Allowance to value at market – TS (–A)	
	
	
	 150,000


Dec. 31, 2011:
	Allowance to value at market – TS (+A)	
	20,000
	
	

	 Net unrealized loss/gain – TS (+Gain, +SE)	
	
	
	 20,000



Computations:
Year     Market       Cost    = Allowance Balance  Unadjusted Balance = Adjustment
2009  $500,000   $450,000          +$50,000                         $0                     +$50,000
2010    350,000     450,000          100,000                    + 50,000                 150,000
2011    370,000     450,000            80,000                    100,000                +  20,000

Sept. 12, 2012:
	Cash (+A) (10,000 shares x $34)	
	340,000 
	
	

	Allowance to value at market – TS (+A)	
	80,000
	
	

	Loss on sale of investment (+Loss, –SE)	
	30,000
	
	

	 Investment in TS (–A)	
	
	
	450,000


Note: The net unrealized loss/gain is an income statement account. This item is reported on the current income statement and affects the computation of net income.  It is closed to Retained Earnings at the end of each year.

E12–6.
March 10, 2009:
	Investment in SAS (+A)	
	450,000
	
	

	 Cash (–A)	
	
	
	450,000


Dec. 31, 2009:
	Allowance to value at market – SAS (+A)	
	50,000
	
	

	 Net unrealized loss/gain – SAS (+SE)	
	
	
	 50,000


Dec. 31, 2010:
	Net unrealized loss/gain – SAS (–SE)	
	 150,000
	
	

	 Allowance to value at market – SAS (–A)	
	
	
	150,000


Dec. 31, 2011:
	Allowance to value at market – SAS (+A)	
	 20,000
	
	

	 Net unrealized loss/gain – SAS (+SE)	
	
	
	20,000



Computations:
Year     Market       Cost    = Allowance Balance  Unadjusted Balance = Adjustment
2009  $500,000   $450,000          +$50,000                         $0                     +$50,000
2010    350,000     450,000          100,000                    + 50,000                 150,000
2011    370,000     450,000            80,000                    100,000                + 20,000

Sept. 12, 2012:
	Cash (+A) (10,000 shares x $34)	
	340,000 
	
	

	Allowance to value at market – SAS (+A)	
	80,000
	
	

	Loss on sale of securities (+Loss, –SE)	
	 110,000
	
	

	 Investment in SAS (–A)	
	
	
	450,000

	 Net unrealized loss/gain – SAS (+SE)	
	
	
	80,000


Note: The unrealized loss/gain account is a balance sheet account. It does not affect the computation of net income each year. Because it is a balance sheet account, it maintains its balance from year to year. Therefore, the decline in stock price that occurs in 2010 is reported as an adjustment to the net unrealized loss/gain account and the increase in stock price that occurs in 2011 is also reported as an adjustment to the net unrealized loss/gain account. When the stock is sold in 2012, the net unrealized loss/gain is closed along with the Allowance to Value at Market account, and the difference between the purchase price and the selling price is reported as a loss on the income statement.

E12–7.
Req. 1
The equity method must be used because the company owns 35% (22,750 ÷ 65,000) of the total shares outstanding of Nueces Corporation. The equity method must be used when there is at least 20% but not more than 50% ownership in existence. The Felicia Company must use the equity method because it can exercise significant influence, but not control, over the operating and financing policies of Nueces Corporation.

Req. 2
January 10, 2011:
	Investment in affiliated companies (+A)	
	250,250
	
	

	 Cash (–A)	
	
	
	250,250

	(22,750 shares x $11 per share) -- 35% of the voting common stock


December 31, 2011:
	Investment in affiliated companies (+A).	
	28,000
	
	

	 Equity in investee earnings (+R, +SE)	
	
	
	28,000

	($80,000 x 35% = $28,000)


December 31, 2011:
	Cash (+A)	
	13,650
	
	

	 Investment in affiliated companies (–A).	
	
	
	13,650

	(22,750 shares x $.60 = $13,650)


No entry is made under the equity method to record changes in market value.

Req. 3
Balance Sheet—At December 31, 2011
	Long-term Investments:
	

	Investment in affiliated companies (equity basis*) 	
	$264,600


Income Statement—For the Year Ended December 31, 2011
	Equity in investee earnings	
	$  28,000



*                                      Investment in Affiliated Companies
	Cost                                           250,250
	

	% Investee’s net income              28,000
	13,650        % Investee’s dividends declared

	264,600
	



E12–8.  
Req. 1    Investing activities
		     Purchase of investments in affiliated companies	  –250,250

Req. 2	Operating activities
	   	     Net Income
	   	     Adjusted for:
			  Equity in earnings of affiliated companies 	  –28,000
		         (no cash received)   	
			  Dividends received from affiliated companies 	+13,650
		         (cash received)  	


E12–9.
(in millions)
	Assets (+A, not detailed).	
	550
	
	

	Goodwill (+A) 	
	320
	
	

	    Liabilities (+L, not detailed) 	
	
	
	170

	 Cash (–A)	
	
	
	700



E12–10.
Req. 1    
        		Return on Assets  =              Net Income		
				                Average Total Assets

		                $117,879		    	= .20 (20%)
		   ($538,671 + $641,716)  2
Req. 2    
ROA measures how much the firm earned for each dollar of investment. It is the broadest measure of profitability and management effectiveness, independent of financing strategy.


E12–11.
Consolidation is an accounting process that brings together financial information from two or more companies to make it appear as if there is a single economic entity. These companies may have engaged in transactions with each other during the year (these transactions are called intercompany transactions). Some examples are lending money or selling merchandise. During consolidation, intercompany transactions are eliminated or reversed so that on the consolidated statements, it appears as if the transactions never took place.
It is necessary to eliminate intercompany transactions because a single economic entity cannot logically do business with itself. It makes no sense, for example, to report as a liability an amount that an entity owes itself. 

E12–12.
Req. 1
	Investment in Co. S (100%) (+A)	
	80,000
	
	

	   Cash (–A)	
	
	
	80,000



Req. 2
	Purchase price for 100% interest in Co. S	
	$80,000

	Market value of Company S net assets purchased equaled book value  ($59,000  – $10,000)	
	
49,000

	Goodwill purchased	
	$31,000



Req. 3

COMPANY P AND ITS SUBSIDIARY, COMPANY S (100% OWNED)
Consolidated Balance Sheet 
January 1, 2010 (immediately after acquisition)
	
	Separate Balance Sheets
	
	

	
	
Company P
	
Company S
	
Eliminations
	Consolidated 
Balance Sheet

	Assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Cash	
	
	$ 11,500
	
	
	$17,500
	
	
	
	
	
	
	
	$ 29,000
	

	 Investment in Co. S (at cost)	
	
	80,000
	
	
	
	
	
	
	–
	80,000
	
	
	
	

	 Property and equipment (net)
	
	31,000
	
	
	41,500
	
	
	
	
	
	
	
	72,500
	

	 Goodwill	
	
	
	
	
	
	
	
	
	+
	31,000
	
	
	31,000
	

	  Totals	
	
	$122,500
	
	
	$59,000
	
	
	
	
	
	
	
	$132,500
	

	Liabilities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Liabilities	
	
	$ 41,000
	
	
	$10,000
	
	
	
	
	
	
	
	$ 51,000
	

	Stockholders’ Equity:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Common stock, Co. P	
	
	77,000
	
	
	
	
	
	
	
	
	
	
	77,000
	

	 Common stock, Co. S	
	
	
	
	
	40,500
	
	
	
	–
	40,500
	
	
	
	

	 Retained earnings, Co. P	
	
	4,500
	
	
	
	
	
	
	
	
	
	
	4,500
	

	 Retained earnings, Co. S	
	
	
	
	
	8,500
	
	
	
	–
	8,500
	
	
	
	

	  Totals	
	
	$122,500
	
	
	$59,000
	
	
	
	
	
	
	
	$132,500
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



E12–13.
Goodwill calculation:
Purchase price		$110,000
Market value of net assets		    95,000
Goodwill		$  15,000

Additional Depreciation ($9,000  3 years)		$    3,000

	Revenues ($460,000 + 80,000)
	$540,000

	Expenses ($340,000 + $60,000 + $3,000)
	403,000

	Net Income
	$137,000



	4
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trading securities portfolio. The following information pertains to the price per share of MicroTech

stock:
Price
12/31/2009 $50
12/31/2010 35
12/31/2011 &7/

General Solutions sold all of the MicroTech stock on September 12, 2012, at a price of $34 per share.
Prepare any journal entries that are required by the facts presented in this case.

E12-6 Reporting Gains and Losses in the Available-for-Sale Portfolio

Lo2 Using the data in E12-5, assume that General Solutions management purchased the MicroTech stock

for the available-for-sale portfolio instead of the trading securities portfolio. Prepare any journal en-
tries that are required by the facts presented in the case.

E12-7 Recording and Reporting an Equity Method Security
L03

Felicia Company acquired some of the 65,000 shares of outstanding common stock (no-par) of Nueces
Corporation during 2011 as a long-term investment. The annual accounting period for both companies
ends December 31. The following transactions occurred during 2011:

Jan. 10 Purchased 22,750 shares of Nueces common stock at $11 per share.

Dec. 31 a. Received the 2011 financial statements of Nueces Corporation that reported net income
of $80,000.

b. Nueces Corporation declared and paid a cash dividend of $0.60 per share.
c. Determined the market price of Nueces stock to be $10 per share.

Required:
1. What accounting method should the company use? Why?
2. Give the journal entries for each of these transactions. If no entry is required, explain why.
3. Show how the long-term investment and the related revenue should be reported on the 2011 finan-
cial statements (balance sheet and income statement) of the company.

E12-8 Interpreting the Effects of Equity Method Investments on Cash Flow from Operations

L03 Using the data in E12-7, answer the following questions.

3% Required:
S 1. On the current year cash flow statement, how would the investing section of the statement be
affected by the preceding transactions?
2. On the current year cash flow statement (indirect method), how would the equity in the earnings of
the affiliated company and the dividends from the affiliated company affect the operating section?
Explain the reasons for the effects.

E12-9 Determining the Appropriate Accounting Treatment for an Acquisition
LO4

The notes to recent financial statements of Colgate-Palmolive contained the following information:

The Colgate-Palmolive !—‘—\Wﬂ
Company 2. Acquisitions

On December 18, the Company agreed to acquire GABA Holding AG (GABA), a privately
owned European oral care company headquartered in Switzerland. The transaction is struc-
tured as an all-cash acquisition of between 80% and 100% of the outstanding shares of

GABA for an aggregate price ranging from 800 million Swiss francs to 1,050 million Swiss
francs (approximately $645.0 to $846.5 based on December 31, exchange rates). . . . /\i

e e

L e I~

Assume that Colgate-Palmolive acquired 100 percent of the fair value of the net assets of GABA in the
recent year for $700 million in cash. GABA’s assets at the time of the acquisition had a book value of
$510 million and a market value of $550 million. Colgate-Palmolive also assumed GABA’s liabilities
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of $170 million (book value and market value are the same). Prepare the entry on the date of the
acquisition assuming it is a merger.

Analyzing and Interpreting the Return on Assets Ratio E12-10
- ; } k - A : LO5
Timberland leading des of shoes and clothing. In cent year, it reported the following: )
imberland 1s a leading signer shoes and € 1ng. are ye 1.rep (] ol10! g T1mbe|—[and
Current Year Prior Year
Revenue $1,342,123 $1,190,896
Net income 117,879 95,113
Total assets 641,716 538,671
Total stockholders’ equity 428,463 372,785

Required:
1. Determine the return on assets ratio for the current year.
2. Explain the meaning of the ratio.

(Supplement A) Interpreting Consolidation Policy

Toyota Motor Corporation produces passenger car brands Lexus, Toyota, and Scion. A recent annual @TOY A
report includes the statement that “The consolidated financial statements include the accounts of the
parent company and those of its majority-owned subsidiary companies.” It then suggests that “All sig-
nificant intercompany transactions and accounts have been eliminated.” In your own words, explain
the meaning of this last statement. Why is it necessary to eliminate all intercompany accounts and
transactions in consolidation?

moving forward »

(Supplement A) Analyzing Goodwill and Reporting the Consolidated Balance Sheet E12-12

On January 1, 2010, Company P purchased 100 percent of the outstanding voting shares of Company
S in the open market for $80,000 cash. On that date, the separate balance sheets (summarized) of the
two companies reported the following book values:

IMMEDIATELY AFTER THE ACQUISITION
JANUARY 1, 2010
Company P Company S

Cash $ 11,500 $17,500
Investment in Co. S (at cost) 80,000
Property and equipment (net) 31,000 41,500

Total assets $122,500 $59,000
Liabilities $ 41,000 $10,000
Common stock:

Company P (no-par) 77,000

Company S (par $10) 40,500
Retained earnings 4,500 8,500

Total liabilities and stockholders’ equity $122,500 $59,000

It was determined on the date of acquisition that the market value of the assets and liabilities of Company
S were equal to their book values. :

Required:
1. Give the journal entry that Company P made at date of acquisition to record the investment. If
none is required, explain why.
2. Analyze the acquisition to determine the amount of goodwill purchased.
3. Prepare a consolidated balance sheet immediately after acquisition.

(Supplement A) Determining Consolidated Net Income E12-13

Assume that P Company acquired S Company on January 1, 2011, for $110,000 cash. At the time,
the net book value of S Company was $86,000. The market value was $95,000 with property and
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equipment having a market value of $9,000 over book value. The property and equipment has a three-year
remaining life and is depreciated straight-line with no residual value. During 2011, the companies reported
the following operating results:

P Company S Company
Revenues related to their own operations $460,000 $80,000
Expenses related to their own operations 340,000 60,000

Compute consolidated net income for the year ended December 31, 2011.

PROBLEMS Y

w 1w | Available with McGraw-Hill's Homework Manager
B T R R S R TR

P12-1
Lo1
| Starbucks Corporation

Determining Financial Statement Effects for Bonds Held to Maturity (AP12-1)

Starbucks is a rapidly expanding company that provides high-quality coffee products. Assume that as
part of its expansion strategy, Starbucks plans to open numerous new stores in Mexico in five years.
The company has $5 million to support the expansion and has decided to invest the funds in corporate
bonds until the money is needed. Assume that Starbucks purchased bonds with $5 million face value
at par for cash on July 1, 2011. The bonds pay 8 percent interest each June 30 and December 31 and
mature in five years. Starbucks plans to hold the bonds until maturity.

Required:
1. What accounts are affected when the bonds are purchased on July 1, 2011?
2. What accounts are affected when interest is received on December 31, 20117
3. Should Starbucks prepare a journal entry if the market value of the bonds decreased to $4,000,000
on December 31, 2011? Explain.

P12-2 Recording Passive Investments (AP12-2)

Lo2 On March 1, 2009, HiTech Industries purchased 10,000 shares of Integrated Services Company for
exce’ $17 per share. The following information applies to the stock price of Integrated Services:

www.mhhe.com/libby6e Price
12/31/2009 $15
12/31/2010 21
12/31/2011 27

Required:
1. Prepare journal entries to record the facts in the case, assuming that HiTech purchased the shares
for the trading portfolio.
2. Prepare journal entries to record the facts in the case, assuming that HiTech purchased the shares
for the available-for-sale portfolio.

P12-3 Reporting Passive Investments (AP12-3)

L02 During January 2011, Nash Glass Company purchased the following shares as a long-term investment:

Number of Shares Cost per
Stock Shares Outstanding Purchased Share
Q Corporation Common (no-par) 95,000 11,000 $9
R Corporation Preferred, nonvoting (par $10) 25,000 11,300 26

Subsequent to acquisition, the following data were available:
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M12-7 Recording Equity Method Securities Transactions

L03 o January 1, 2011, Ubuy.com acquired 30 percent (1,200,000 shares) of the common stock of E-Net

Corporation. The accounting period for both companies ends December 31. Give the journal entries
for each of the following transactions that occurred during 2011:

July 2 E-Net declared and paid a cash dividend of $5 per share.
Dec. 31 E-Net reported net income of $200,000

M12-8 Determining Financial Statement Effects of Equity Method Securities
LO3

Using the following categories, indicate the effects of the transactions listed in M12-7. Use + for increase
and — for decrease and indicate the accounts affected and the amounts.

Balance Sheet Income Statement
Stockholders’ Net
Transaction Assets | Liabilities Equity Revenues | Expenses | Income

M12-9 Recording a Merger

Lo4 Philadelphia Textile Company acquired Boston Fabric Company for $590,000 cash when Boston’s

only assets, property and equipment, had a book value of $590,000 and a market value of $650,000.
Philadelphia also assumed Boston’s bonds payable of $125,000. After the acquisition, Boston would
cease to exist as a separate legal entity after merging with Philadelphia. Record the acquisition.

M12-10 Computing and Interpreting Return on Assets Ratio
LO5

M.A.D. Company reported the following information at the end of each year:

Year Net Income Total Assets
2009 $150,500 $ 54,000
2010 196,000 70,000
2011 200,000 130,000
2012 211,500 143,000

Compute return on assets for 2010, 2011, and 2012. What do the results suggest about M.A.D. Company?

M12-11 (Supplement A) Interpreting Goodwill Disclosures

The Walt Disney Disney owns theme parks, movie studios, television and radio stations, newspapers, and television net-

Company works, including ABC and ESPN. Its balance sheet recently reported goodwill in the amount of
$22 billion, which is more than 33 percent of the company’s total assets. This percentage is very large
compared to that of most companies. Explain why you think Disney has such a large amount of goodwill
reported on its balance sheet.

Y
"V Available with McGraw-Hill's Homework Manager

ot

E12-1 Recording Bonds Held to Maturity
LO1

. Macy’s, Inc., operates over 850 Macy’s and Bloomingdale’s department stores nationwide. The com-
Macyjs pany does more than $26 billion in sales each year.
Assume that as part of its cash management strategy, Macy’s purchased $10 million in bonds at par
for cash on July 1, 2010. The bonds pay 10 percent interest annually with payments each June 30 and
December 31 and mature in 10 years. Macy’s plans to hold the bonds until maturity.

Required:
1. Record the purchase of the bonds on July 1, 2010.
2. Record the receipt of interest on December 31, 2010.
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Comparing Market Value and Equity Methods E12-2
Company A purchased a certain number of Company B’s outstanding voting shares at $20 per share as a Loz, 3
long-term investment. Company B had outstanding 20,000 shares of $10 par value stock. Complete the
following table relating to the measurement and reporting by Company A after acquisition of the shares
of Company B stock.
Market Value Equity
Questions Method Method
a. What is the applicable level of ownership by Company A of
Company B to apply the method? % %
For b, ¢, f, and g, assume the following:
Number of shares acquired of Company B stock 1,500 5,000
Net income reported by Company B in the first year $59,000 $59,000
Dividends declared by Company B in the first year $12,000 $12,000
Market price at end of first year, Company B stock $ 17 $ i/
b. At acquisition, the investment account on the books
of Company A should be debited at what amount? T S
¢. When should Company A recognize revenue earned
on the stock of Company B? Explanation required. Adil SEHAS S
d. After the acquisition date, how should Company A
change the balance of the investment account net
of the allowance with respect to the stock owned in
Company B (other than for disposal of the investment)?
Explanation required. PR S AR
e. What is the net balance in the investment account on the
balance sheet of Company A at the end of the first year? St Do riar
f What amount of revenue from the investment
in Company B should Company A report at the
end of the first year? (ol e Qe
g What amount of unrealized loss should Company A
report at the end of the first year? $0 =39 GRS
Recording Transactions in the Trading Securities Portfolio E12-3
On June 30, 2010, MetroMedia, Inc., purchased 7,000 shares of Mitek stock for $20 per share. Management £02
purchased the stock for speculative purposes and recorded the stock in the trading securities portfolio. The
following information pertains to the price per share of Mitek stock:
Price
12/31/2010 $24
12/31/2011 31
12/31/2012 25
MetroMedia sold all of the Mitek stock on February 14, 2013, at a price of $23 per share. Prepare any
journal entries that are required by the facts presented in this case.
Recording Transactions in the Available-for-Sale Portfolio E12-4
Using the data in E12-3, assume that MetroMedia management purchased the Mitek stock for the £02
available-for-sale portfolio instead of the trading securities portfolio. Prepare any journal entries that
are required by the facts presented in the case.
Reporting Gains and Losses in the Trading Securities Portfolio E12-5
| On March 10, 2009, General Solutions, Inc., purchased 10,000 shares of MicroTech stock for $45 L02
| per share. Management purchased the stock for speculative purposes and recorded it in the
\





