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Statemsnts of lncome and Retained Eamings
Far the Year Ended December 31, 2011


Net Sales
I ntercom pany I nvestment I ncome


Total Revenue
Cost of Goods Sold
Gross Margin


Operating Expenses
lnterest Expense
lncome Tax Expense
Total Expenses


Net lncome


Beginning Retained Earnings
Less: Dividends


Ending Retained Earnings


Sfarr Co.


700,000


700,000
450,900_
250,000


130,000 tsee Note Below


48,000
178,000


72,404


120,000
(24,000)


168,000


Palm Corp.


1,000,000


-i;566,006-


571,OAA


429,000


220,000
4s,000
65,600


330,600


98,400


(20,000)


rVofe' Operating Expense rncludes $20,000 anci $5,000 oi deprecjation expense for Palm and Starr respectivety.


REQUIRED:
Prepare Parent Company's Equity-Method Journal Entries to record the operating results
of the subsidiary and any entry necessary to record depreciation and/or amortization of
Subsidiary's Net Assets. Note that with respect to Building Depreciation 1/2 is CoGS and 1D is
charged to operating expense. Patent amortization is '100o/" CoGS. Also prepare any necessary
year end elimination entry or entries, Prepare a working paper for consolidated financial
statements and prepare a complete set of consolidated flnancial statements, in good form for
2011 - be sure to include a consolidated statement of cash flows.
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