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1) On February 1, 2013, Big Co. acquires 82% of Small Co. under the following terms:

$30,000 equity (3,000 shares, $2 par value)
$10,000 bank loan, $2,500 due in 6 months and the balance due in 3 years
Small’s Land fair value is $40,000
Small’s Equipment fair value is $1,500

The book value balance sheets of both companies are below:
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a. Complete the parent company equity accounting of the acquisition
b. Complete the consolidation adjustments
c. Complete the consolidated balance sheet
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Big Small

Assets

Cash 52,500 $      8,000 $        

Inventory 157,500       12,000         

Land 210,000       28,000         

Equipment 4,000           

Total assets 420,000 $    52,000 $     

Liabilities

Accounts payable 70,000 $      12,000 $     

Notes payable, long term 87,500          8,000           

Capital stock - Big 50,000         

APIC - Big 142,500      

Retained earnings - Big 70,000         

Capital stock - Small 4,000           

APIC - Small 20,000         

Retained earnings - Small 8,000           

Total Liabilities and Equity 420,000 $    52,000 $     


