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+~  On March 31, 1895, the Baver Corporation sold $800,000 of its 8%, 10-year bonds for

$769,200 including accrued interest. ' The bonds were dated January 1, 1995. Interest is paid
semiannually on January 1 and July 1. On April 1, 1999, Baver purchased 1/2 of the bonds
on the open market at 99 plus accrued interest and canceled them. Baver uses the straight-
line method for amortization of bond premiums and discounts.

Instructions

i d retirement of the bonds.
(@) Prepare the journal entry needed at April 1, 1999 Fo recor
Assﬁme that Jinterest andypremium or discount amortization have been recorded through

January 1, 1299. Record interest and amortization on only the bonds retired.

(0) Prepare the journal entry needed at July 1, 1899 1o record ihterest‘and premium or
discount amortization. vy —
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= The Reyes Company includes 1 coupon in each box of soap ppwder that it packs, 20 coupons
' being redeemable for a premium consisting of a kitchen utensil. In 1998, the Reyes Company
purchased 5,000 premiums at $1.75 each and sold 160,000 boxes of soap powder @ $4.00 per
box. Based on past experience it is estimated that 50% of the coupons will be redeemed. During
1998, 36,000 coupons were presented for redemption.

During 1299, 8,000 premiums were purchased at $1.80. The company sold 400,000 boxes of
soap at $4.00 and 140,000 coupons were presented for redemption.

instructions
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_=_ The stockholders' equity section of the Kite Company at 1/1/99 appears below.

Common stock $10 par, 200,000 shares authorized,

100,000 shares issued $1,000,000
Additional paid-in capital in excess of par 60,000
Retained earnings (220,000)
Total stockholders' equity $_840.000

Prospects for the future of this corporation look quite good but under the current circumstances
securing additional capital through the sale of common stock appears highly unlikely. The Board
of Directors is considering quasi-reorganization as an alternative action.

Instructions

Assuming conditions are met and net assets of the corporation are revalued downward by
$80,000 and the stockholders donate 40% of their stock back to the corporation, show how
the stockholders' equity section of the balance sheet would appear at 12/31/99. Assume
the quasi-reorganization occurred 1/2/99 and further assume the corporation earned
$40,000 net income by the end of 1999 and paid $15,000 in dividends. "}J i:T:’; ;t , ARy
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- Cost Retail
inventory 1/1/89 $ 36,200 $ 50,000
Purchases 346,300 600,000
Purchases Returns 9,000 20,000
Purchase Discounts 7,000
Sales (Gross) 595,000
Sales Returns 20,000
Sales Discounts 7,500
Employee Discounts Granted 5,000
Markdown Cancellations - 8,500
Freight-in 23,500
Freight-out 50,000 :
Loss from Breakage 1,000
Markups 38,000
Markup Cancellations 18,000
Markdowns 28,500
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Floyd Co. bought a truck on January 1, 1996 for $84,000. It had an $8,000 estimated residual
value and a ten-year life. An expense account was debited on the purchase date. Floyd uses
straight-line depreciation. This was discovered in 1998.

Instructions

. ¢t 'L S
Prepare the entry or entries related to the truck for 1999. ¢ % ¢ ‘T By D
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