Intermediate Accounting 280

Topics on the Mid-term Exam 1

Chapter 14: Investments in Debt and Equity Securities

Test Composition:
Part 1:
 Objective Questions


Multiple Choice [1 point each]
  15

Investment Matching Terms and Definitions [1 point each]
  10
Part 2:
Problem solving

Cost method of accounting for investments
  15

Equity method of accounting for investments
  10


Effective-interest method for held-to-maturity investments
  15

Transfers between investment categories
  35


Total points possible:
100
Problems will cover the following material:

· Cost method for investments for securities without significant control
· Types of Securities
· Available for Sale Securities

· Trading Securities

· Transactions Covered
· Purchase

· Mark-to-market

· Investment income

· Effective-interest method for held-to-maturity investments
· Transactions Covered
· Purchase

· Investment income

· Year-end adjustment

· Impairment

· Equity Method for securities with significant control 

· Transactions covered:
· Purchase transactions

· Receipt of dividends

· Recognition of investment income

· Amortization of difference between purchase price and fair value of net assets at the time of acquisition.

· Reclassification to and from equity, held-to-maturity, trading, and available-for-sale classes

· Transactions Covered
· Trading securities to and from available-for-sale securities

· Held-to-maturity securities to available-for-sale or trading securities 

· Available-for-sale securities to and from the equity method
