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Week Nine Exercise SOLUTION

1) Prepare subsidiary financial statements using the translation method and based on the following information:
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31/12/2012 Balance sheet
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Loan from subsidiary to parent, 1/1/2013:
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31/12/2013 Trial balance
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Exchange rates:

31/12/2012 £1.00 $1.50

2013 Average £1.00 $1.45

1/12/2013 (dividend date) £1.00 $1.42

31/12/2013 £1.00 $1.40
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Pounds FX rate USD

Assets

Cash £350,000 1.50 $                525,000 $        

Receivables 100,000            1.50 $                150,000           

Inventory 300,000            1.50 $                450,000           

Net PPE 200,000            1.50 $                300,000           

Total assets £950,000 1,425,000 $    

Liabilities and equity

Payables £75,000 1.50 $                112,500 $        

Bonds payable 250,000            1.50 $                375,000           

Capital stock 500,000            1.50 $                750,000           

Retained earnings 125,000            1.50 $                187,500           

Total liabilities and equity £950,000 1,425,000 $    

Star Corp.

Balance Sheet

31 December 2012
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1-Jan-13 Notes receivable, Pat £76,667

Cash £76,667

Date 1-Jan-13 31-Dec-13

Dollars 115,000 $    115,000 $   

FX 1.50 $           1.40 $          

Pounds £76,667 £82,143

Gain/(loss) £5,476

31-Dec-13 Notes receivable, Pat £5,476

Exchange gain £5,476
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Cash £242,000 $1.40 338,800 $        

Receivables 176,000 $1.40 246,400           

Inventory 264,000 $1.40 369,600           

Receivables, Pat 82,143 $1.40 115,000           

Net PPE 154,000 $1.40 215,600           

Cost of sales 594,000 $1.45 861,300           

Depreciation 22,000 $1.45 31,900             

Salaries expense 264,000 $1.45 382,800           

Other expenses 132,000 $1.45 191,400           

Dividends 66,000 $1.42 93,720             

Accumulated other comprehensive income/loss BALANCE 64,178             

Payables £79,200 $1.40 110,880 $        

Bonds payable 220,000 $1.40 308,000           

Capital stock 500,000            $1.50 750,000           

Retained earnings 125,000           

prior year

187,500           

Sales 1,066,467 $1.45 1,546,377       

Exchange gain 5,476 $1.45 7,940                

Totals £1,996,143 £1,996,143 2,910,698 $     2,910,698 $    

31 December 2013 Trial Balance/Translation Worksheet
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Sales 1,546,377 $    

Expenses

   Cost of sales 861,300           

   Depreciation 31,900             

   Salaries expense 382,800           

   Other expenses 191,400           

Total expenses 1,467,400 $    

Operating income 78,977 $          

Exchange gain 7,940                

Net income 86,918 $          

Assets

Cash 338,800 $        

Receivables 246,400           

Inventory 369,600           

Receivables, Pat 115,000           

Net PPE 215,600           

Total assets 1,285,400 $    

Liabilities and equity

Payables 110,880 $        

Bonds payable 308,000           

Capital stock 750,000           

Retained earnings 180,698           

Accumulated other comprehensive income/loss (64,178)            

Total liabilities and equity 1,285,400 $    

For the Year Ended 31 December, 2013

Star Corp.

Balance Sheet

31 December, 2013

Star Corp.

Income Statement


