Acct 2301 Fall 2008                                              Assignment 4                                                  ZLi


Name:                                                                                         Section:_______________                                     

Instructions

· This assignment is due December 3rd in class. 

· You are required to work on this assignment independently. 

· The answer key to this assignment will be available on the course website December 4th.  Please keep a copy of your assignment.

1. Calculate the selling price for the following bonds. 

Company NOD sold 5-year bonds with a face value of $100,000 at 1/1/2008. The bonds carry a coupon rate of 5% and pay interests every 6 months.  The market interest rate at the time of sale was 6%.  

Company NOD sold 8-year bonds with a face value of $1,000,000 at 7/1/2006. The bonds carry a coupon rate of 7% and pay interests every year.  The market interest rate at the time of sale was 4%.  

2. On January 1, 2006 Anthony, Inc. issued a bond of $10,000 for $10,900 cash. The bond has a life of 5 years and 8% coupon rate. The bond was dated on January 1, 2006. Interests are accrued annually and paid on January 15th the following year. The market interest rate was 6%. The company provides financial statements on a calendar year basis, and it uses effective-interest method for amortization on bonds. You are to complete the following entries: (round to the nearest dollar.)

	(a)
	Was the bond issued at par, at a premium, or at a discount?  

	(b)
	Journal entry at January 1, 2006--Date of issuance:

	(c)
	Journal entry at December 31, 2006:
	
	

	(d)
	Journal entry at January 15, 2007:
	
	

	(e)
	What is the carrying amount (book value) of the bonds on December 31, 2007?

	(f)
	Journal entry at December 31, 2007:
	
	

	(g)
	Where and how on the balance sheet are the bonds payable reported? 



	(h)
	On what date do the bonds mature?




3. Houston Company authorized a $1,000,000, 10-year, 7% bond issue dated January 1, 2009, with annual interests to be paid each December 31. The market rate was 9% and the bonds were issued (sold) for $871,639.  The company prepares financial statement annually on December 31. 

	(a)
	Give the entry to record the sale of the bonds.



	(b)
	Give the journal entry to record interest expense using effective-interest amortization on December 31, 2009:




Cash Flow Statement Problem
	Income Statement

Clark Corporation

12/31/2003

	Net Sales
	$                    23,450

	Cost of Good Sold
	                     (15,880)

	         Gross Margin
	                        7,570

	Salary Expense
	       1,500

	Rent expense
	       1,000

	Depreciation expense
	           650

	Interest expense
	           250

	Loss on sale of equipment
	                       (1,000)

	Income before income tax 
	                        3,170

	Income tax expense 
	                       (1,268)

	Net income 
	$                       1,902


	Comparative Balance Sheet

Clark Corporation

	
	12/31/03
	12/31/02
	
	
	12/31/03
	12/31/02

	Assets
	
	
	
	Liabilities
	
	

	         Cash
	14532
	10900
	
	     Acct Payable
	3280
	3000

	         Inventory
	9880
	5280
	
	     Salary payable
	1000
	500

	         Prepaid rent
	2000
	3000
	
	Total current liabilities
	4280
	3500

	         Acct receivable
	7500
	6200
	
	      Long-term debt
	5000
	5000

	Total current Asset
	
	
	
	Owner’s equity
	
	

	      PPE
	4500
	8500
	
	     Common stock ($1 par)
	4000
	3000

	      Accumulated 

      depreciation
	3150
	4500
	
	     APIC-common stock
	16000
	13500

	      Net PPE
	1350
	4000
	
	     Retained earnings
	5982
	4380

	Total Assets
	35262
	29380
	
	Total liabilities and equity
	35262
	29380



4. Construct the complete statement of cash flows for the year 2003.  Use indirect method for cash flows from operating activities.
5. How much was the cash received from customers for the year 2003? 

6. How much was the cash paid for interests for the year 2003? 

7. How much was the cash paid to its suppliers for the year 2003?

Other Information:


The company sold equipment during the year


The company declared and paid dividends 


The company’s income tax rate is 40%


The company issued common stock for cash during the year








