Intra-group Transactions

Acquirer- Summer Ltd
Acquiree- Keira Ltd


Step 1- Pre-acquisition analysis

FVINA: 	
Equity $44,000 
Retained Earnings $4,000
Inventory (3,000 X 0.7) 
Land (10,000 X 0.7) 
Machinery (2,000 X 0.7) 
= $58,500

Consideration transferred= $60,000
FVINA < Consideration Transferred
Goodwill= $1,500

Step 2- BCVR entries

	Date
	Details
	Debit 
	Credit

	1/06/10
	Machinery 
Deferred Tax Liability 
BCVR

Accumulated Depreciation
Machinery 


Cost of sales 
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1 July 2012

Dr Share Capital 	44,000
Dr BCVR		2900
Dr Retained Earnings  
	Cr Shares in Keirra Ltd 	60,000






INTRA GROUP

a) Sales Revenue Dr 		17,000
Cost of sales Cr 			14,000
Inventory 				3,000
Subsidiary  Parent In opening Inventory 
b) Retained Earnings (1/7/11)	Dr 	280
Income Tax Expense 		Dr 	120
Cost of Sales 		Cr 		400

b (ii) At 30 June 2012 no entry is required

c) Sale machinery- current				
Dr Proceeds on sale of machinery 			10,000		
	Cr Carrying amount of machinery sold 			9,500
	Cr Machinery 							500

Dr DTA 						150
	Cr ITE 								150

Dr Accumulated Depreciation 			50
	Cr Depreciation Expense 					50

Dr Income Tax Expense 				15			
	Cr DTA 							15

C(ii)
Dr Machine 
	Cr Retained Earnings (1/7/11)
	Cr DTL 

Dr Depreciation Expense 
Dr Retained Earnings 
[bookmark: _GoBack]	Cr Accumulated Depreciation 
