6. Jansen Inc. acquired all of the outstanding common stock of Merriam Co. on January 1, 2009, for $257,000. Annual amortization of $19,000 resulted from this acquisition. Jansen reported net income of $70,000 in 2009 and $50,000 in 2010 and paid $22,000 in dividends each year. Merriam reported net income of $40,000 in 2009 and $47,000 in 2010 and paid $10,000 in dividends each year. What is the Investment in Merriam Co. balance on Jansen's books as of December 31, 2010, if the equity method has been applied? A. $286,000 II $296,000 ( . $276,000 I). $344,000 !•. $300,000
FOR QUESTIONS 7, 8, 9 & 10
On January 1, 2009, Cale Corp. paid $1,020,000 to acquire Kaltop Co. Kaltop maintained
separate incorporation. Cale used the equity method to account for the investment. The following
information is available for Kaltop's assets, liabilities and stockholders' equity accounts:
Book         fair
Value
Value
Current assets
$120,000
$120,000
Land
72,000
192,000
Building (twenty year life)
240,000
268,000
Equipment (ten year life)
540,000
516,000
Current liabilities
24,000
24,000
Long-term liabilities
120,000
120,000
Common stock
228,000
Additional paid-in capital
384,000
Retained earnings
216,000
Kaltop earned net income for 2009 of $126,000 and paid dividends of $48,000 during the year.
7.
The 2009 total amortization of allocations is calculated to be
A,
$4,000
B.
$6,400
( .$(2,400) 1). $(1,000) F. $3,800
8.
In Gale's accounting records, what amount would appear on December 31, 2009 for equity in
subsidiary earnings?
A.
$79,000
B.
$129,800
( . $126,000
D. $127,000
,.-•--..
H, $81,800
