COMMERCE 293
BONDS

Wl 40

Nutro Co. issued $6,000,000 face value@ 20 year bonds, dated April 1, 2007. Interest

payment dates were October 1 and April 1. These bonds can be called (bought back) at any

time. The entire bond issue was sold at a price to yield 14%. The corporate year end is
—_—

December 31. 9

The corporation exercised its call provision on $3,000,000 of the bonds at a price of[102.5 ¢n
Aprit 1, 2012.

i ————

Use the present value tables that are on the front of vista.
REQUIRED:
Prepare the following journal entries. :

a) lIssue of bonds

b) First semi-annual interest payment

c¢) December 31, 2007, year-end adjusting entry
d) Second semi-annual interest payment

e) The exercise of the call provision by the company on April 1, 2012




,  Attgmpt

Assessment 5 - Bonds

Essex Prescott
Started: November 10, 2012 2:55 PM
Questions: 3

Instructions

Click here for full instructions for this A I

Page 1 of 3

We suggest that you either print this document or keep it open in a separate

window for easy access.

Put a "0" instead of numbers
and "-" instead of text in the
x atenti || spaces where no journal
entries are required.

All numbered answers to be
written using commas (i.e.
XX, XXX not XXXXX).

1.|(Points: 30.0)

(a) Issue of bonds

Prepare the following journal entries. Put ar@n all blanks:

2007 Debit Credit
April
" | cash S 700,572 .4
Interest payable gn,a K \9
Bond payable w 6,000,000
Premium/Discount on Bond Payable 79 7/ 2¢¥ hva 7

Interest expense 0%2(‘ &&-

X

https://www.vista.ubc.ca/webct/urw/tp9218252013211.1¢921825099121 1/onebyoneView... 11/10/2012
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‘ Gain/l.oss on Redemption of Bond ’

Page 2 of 3

A

B

(b) First semi-annual interest payment. Round to the nearest cent.

2007 Debit Credit

Oct 1| Cash N1 36 O,000.00
Interest payable @ %4
Bond payable W Setiorts
Premium/Discount on Bond Payable (/a8 Sord &
Interest expense 3&% /9.8 @7
Gain/Loss on Redemption of Bond ﬂ i b?

(c) December 31, 2007, year end adjusting entry. Round to the nearest ce

2007 Debit Credit

IZ:);c Cash » b4
Interest payable & 186 0m, 00
Bond payable a /W’ 0
Premium/Discount on Bond Payable | W _?, 1Y7 94
Interest expense /82 , /Y7 59 Z
Gain/Loss on Redemption of Bond \@' 1{

https://www.vista.ubc.ca/webct/urw/tp9218252013211.1¢9218250991211/onebyoneView...

(d) Second semi-annual interest payment. Round to the nearest cent.

11/10/2012




Attempt
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2008 Debit Credit
April
': Cash X 3¢q.000.00
Interest payable /fﬁ, 000. 00 4
Bond payable 4 X
Premium/Discount on Bond Payable %4 2,197, 94
Interest expense 182, 14799 '4
Gain/Loss on Redemptionof Bond | = ¥ 4

(e) The exercise of the call provision by the company on April 1, 2012. Round
nearest cent.

2012 Debit Credit
Apnl e e et e s
4 |Cesh ¥ 3,0X,000.00
Interest payable K A
Bond payable o, 000. ©0 X
Premium/Discount on Bond Payable e 372,150.00
Interest expense A 4
Gain/Loss on Redemption of Bond qq-,f,/}a‘ao DA
| Save and View Next | | Next Question
| [Help

https://'www.vista.ubc.ca/webct/urw/tp9218252013211.1c9218250991211/onebyoneView...  11/13/2012
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Assessment 5 - Bonds

Essex Prescott
Started: November 10, 2012 2:55 PM
Questions: 3

Instructions

We suggest that you either print this document or keep it open in a

separate window for easy access.

Put a "0" instead of numbers and "-"
instead of text in the spaces where
no journal entries are required.
it numbered answers to be written
using commas (i.e. XX, XXX not
XXXX).

x attenti
on

2. (Points: S.b)

Problem 3: selling price

Calculate the selling price of the following semi-annual bond:

Coupon Rate 12%

Yield Rate 5% 25‘
Face Value $365,431

Term 12.5 years P {

Answer W Lol,05¢, m

| Save and View Next | | Next Ouestion—l

https://www.vista.ubc.ca/webct/urw/tp9218252013211.1¢9218250991211/gotoQuestion.d... 11/10/2012




Attempt Page 1 of 1

Assessment 5 - Bonds

Essex Prescott
Started: November 10, 2012 2:55 PM
Questions: 3

Instructions

We suggest that you either print this document or keep it open in a

separate window for easy access.

Put a "0" instead of numbers and "-"
% atienti [instead of text in the spaces where
on o journal entries are required,
Il numbered answers to be written
using commas (i.e. XX, XXX not
XXXX}.

3. (Points: 5.6)

Problem 4: interest expense

Calculate the interest expense that would be recorded for the first interest payment for the
following semi-annual bond:

—
Coupon Rate 37%
Yield Rate 13%
Face Value $625,378
Term _ 12.5 years
¥ attenti

Y ou have now reached the end of this
assessment, Please review your answers and
click the FINISH button below.

on

Answer | O(j, 149.917

| Save and View Next ]

[Help

https://www.vista.ubc.ca/webct/urw/tp9218252013211.1¢9218250991211/gotoQuestion.d... 11/10/2012




i
[
i

o
i:

a!ﬁff/ffm J,,j/#" 5

g _Lovpsn %0 fjely 7YY, 20y ttry  £tsm/. A
(,,:aouaauxa oeLd = 44 ¢d o

_ i 77
_ iSGU 000 & /3 3377 = %7??{({/}_

00, 00Y 4128, 4 £ - 00 §.200, 002 ki g

4 00y, 000
257 %P Distovs?

R i L= AT IIVE
F;:

| | 7
_ OQL/ Tt 7. @ﬁéﬂ/r 4 Wﬂgﬁ/ ’7(4//!'7‘9(/
\&‘,&mm 00U = 799 26F = $3002/ ¥ Lo~ G0/ F SYULFS

 (a 56 00,000 K/J% 344, 200.00

_ 1@4:0/ S 209, 275 /
— Xlaah | Nceom 7777Ff | |
} I Bond far at/e €. 994000

_ Jzzié__y%gc QLo vy |

_ j v @/

_ * ,w, Fdord (/

_ j __ AiEarsi o
=7 6&4@/ §200,200+ LoAIX 1% <2 5 : Sy 278, /y%x/ .

7,

]

Lash M/l/ydﬂéiwfdﬂlﬂx[z%(é ~ 1§00 g
/):wml [82./96- 180,004 - 2 /@qu




LIE /570 7

;lem" Ecp: /4.9 _ —

N
L\

[A‘(A G, 0”” d0dy /)72 é géa 009

Tt bl ad A@,—M—U\

et . Ep 2,743, 9Y T
Tt Largatle /80, 000 /

.. - S

aﬁﬂmf /LY
Last Tl o007 z
)

(AL 5’// /,)’J o

(ST "1 o masty £ 10 Lo

bresspv @ 7% 2dpui A (o- Lo idi (Tyer)
S & 7% 30000k =

f Cv;:m':aw X 0.13/% - FEEALO-Q 354 200

[ § U{ v
3#-;01) ¥ /34390 1%4233‘,»0
' SEEEEt ) 2050 I RSNl
4

35,00 B
/fwa,a /02§ - (/rfﬁqﬁ

47,1490 WM




Bol0S s ¢ |
LoSS % -

Do 7 2dddby 3o
(At  §TIYes P 3075000

s U3/ - LD Jyta Gugra /2D KM (2,
Ko auney ([

0. Twy =24
S Y3/ % 2SN pousr = /87 //3. 4P
e 0.T3%F
2L, 725 X /L vy
36143/ ‘
X 1277;
Y3 £5/. 2

D




%3 &/d (2% 37’7@

%:-5/4( /3D, $Comi thpe (
HAL 37

Ttrmn (2. I Ybhrc

?Qf I78 (L% ol 0. X7 = [2G JTAL 2F

[18,69€93x 1 1879 : 4123/ 4P

= —
L LY, 217, £2

|0)f37op - i

_x.37% | — —

23/, 398 200, Y742

-
Ter— - L

11569473 £10Y 1yl El




