Question 1

Cash Li abs Abl e Bower Cr amer
Begi nni ng: $20, 000 $(30,000) $(10,000) $ 5,000 $15,000
Payment of Iiabs: (20, 000) 20, 000
$ -0- $(10,000) $(10,000) $ 5,000 $15,000
deficit bal ances: 12, 000 (2,000) (10,000)
$12, 000 $(10,000) $(10,000) $ 3,000 $ 5,000
Paynent of |iabs: (10, 000) 10, 000
$ 2,000 $ -0- $(10,000) $ 3,000 $ 5,000
8, 000 (3,000) (5, 000)
$ 2,000 $ -0- $(2, 000) $ -0- $ -0-
Abl e pai d: ( 2,000) 2,000
$ -0- $ -0- $ -0- $ -0- $ -0-
Question 2
Investment in Seine .................... 240, 000
Retai ned Earnings, Paris.............. 240, 000

.8 x ($600, 000 retained earnings on 12/31/ X4
- $300, 000 retai ned earnings on 7/1/X1)

Question 3

a. Determ nation and Distribution of Excess Schedul e:

Price paid................ ... .. ... ..... $600, 000
St ockhol ders' equity of Seine .......... $500, 000
Omershipinterest...................... 80% 400, 000
Excess of cost over book value........ $200, 000
Adj ust inventory, 8 x $20,000........... 16, 000
Excess avail abl e for fixed assets..... $184, 000

Adj ust fixed assets:



Bui | di ng, .8 x $50,000, 10-year life.. (40, 000)

Equi prent, .8 x $40, 000, 5-year life.. (32, 000)
Patent, 20-year life.................... $112, 000
b. Investment Income....................... 64, 000
Investment in Seine .................. 56, 000
Dividends Declared.................... 8, 000
Common Stock, $5 par....... ... ..., 40, 000
Paid-in Capital in Excess of Par........ 120, 000
Retained Earnings....................... 480, 000
Investnent in Seine .................. 640, 000
Building............. .. i 40, 000
Equipnment.. ... ... ... .. .. . . 32,000
Patent ($112,000 - [3.5 x $5,600])...... 92, 400
Accunul at ed Depreci ati on--Buil di ng
(3.5 x $4,000) .. ..o, 14, 000
Accurul at ed Depreci ati on- - Equi pnent
(3.5 x $6,400) .. ..., 22, 400
Investnment in Seine................... 128, 000
Depreciation Expense.................... 4,000
Accurul at ed Depreci ation, Building.... 4,000
Depreciation Expense.................... 6, 400
Accurul at ed Depreci ation, Equipnent... 6, 400
Patent Anortization Expense............. 5, 600

Patent........ ... .. .. . . .. . .. . . 5, 600



