A Company acquired 80% of B Corporation’s stock on January 1, 19X7 for $100,000 cash.  On that date, the common stock and retained earnings of the B Corporation totaled $80,000 and $40,000 respectively.  At that date, the book values of the assets and liabilities of B Corporation represented fair value, except for the equipment that has a fair value of $4,000 greater than its book value.  On the date of acquisition, B Corporation’s equipment had a remaining life of 8 years.

B Corporation reported net income (loss) and paid dividends as follows:

	
	19X7
	19X8

	Net income (loss)
	$8,000
	$13,000

	Dividends
	3,000
	6,000


At 12/31/X7, there was no indication of that goodwill has been impaired. 

At 12/31/X8 goodwill has been impaired by $100.

REQUIRED:

a) Prepare journal entries on the accounting records of A Company for the year 19X7 concerning its investment in B Corporation.

b) Prepare journal entries on the accounting records of A Company for the year 19X8 concerning its investment in B Corporation.

	20X7

	1/1/X7
	Investment in B Corporation (given)
	100,000
	

	
	    Cash
	
	100,000

	12/31/X7
	Cash (3,000*80%)
	2,400
	

	
	    Investment in Donna
	
	2,400

	12/31/X7
	Investment in B Corporation (8,000*80%)
	6,400
	

	
	   Income from B Corporation
	
	6,400

	12/31/X7
	Income from B Corporation ((4,000*80%)/8)
	400
	

	
	    Investment in B Corporation
	
	400

	20X8

	12/31/X8
	Cash (6,000*80%)
	4,800
	

	
	    Investment in B Corporation
	
	4,800

	12/31/X8
	Investment in B Corporation (13,000*80%)
	10,400
	

	
	   Income from B Corporation
	
	10,400

	12/31/X8
	Income from Corporation (see 12/31/X7 above)
	400
	

	
	    Investment in B Corporation
	
	400

	12/31/X8
	Income from B Corporation (given)
	100
	

	
	    Investment in B Corporation
	
	100


