chapter 3 questions
1.
Which one of the following accounts would not appear on the consolidated financial
statements at the end of the first fiscal period of the combination?
A.
Goodwill
B.
Equipment
C.
Investment in Subsidiary
1).
Common Stock
H.     Additional Paid-in Capital
2.
Which of the following internal record-keeping methods can a parent choose to account for a
subsidiary acquired in a business combination?
A.
Initial value or book value
B.
Initial value, lower-of-cost-or-market-value or equity
(". Initial value, equity or partial equity
1). Initial value, equity or book value
I . Initial value, lower-of-cost-or-market-value or partial equity
3.
Which one of the following varies between the equity, initial value and partial equity methods
of accounting for an investment?
A.
The amount of consolidated net income
B.
Total assets on the consolidated balance sheet
C.
Total liabilities on the consolidated balance sheet
I). The balance in the investment account on the parent's books 1:,. The amount of consolidated cost of goods sold
4.
Racer Corp. purchased all of the common stock of Tangiers Co. several years ago. Tangiers
maintained its incorporation. Balances in which of Racer's accounts would vary between the
equity method and the initial value method?
A.
Goodwill, Investment in Tangiers Co. and Retained Earnings
B.
Expenses, Investment in Tangiers Co. and Equity in Subsidiary Earnings
C.
Investment in Tangiers Co., Equity in Subsidiary Earnings and Retained Earnings
!). Common Stock, Goodwill and Investment in Tangiers Co
I'.. Expenses, Goodwill and Investment in Tangiers Co
5.
How does the partial equity method differ from the equity method?
A.
In the total assets reported on the consolidated balance sheet
B,
In the treatment of dividends
('. In the total liabilities reported on the consolidated balance sheet
I). Under the partial equity method, subsidiary income does not increase the balance in the
parent's investment account
1 . Under the partial equity method, the balance in the investment account is not decreased by
amortization on allocations made in the acquisition of the subsidiary
