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..::.. ' Canon Company lost most of its inventory in a fire in December just before the year-end 
physical inventory was taken. The company's books disclosed the following. 

Beginning inventory $250,000 Sales $1,250,000 
Purchases for the year 980,000 Sales returns 50,000 
Purchase returns 40,000 Rate of gross profit on net cost 33 1/3% 
Freight-in 10,000 

Merchandise with a selling price of $200,000 remained undamaged after the fire. Damaged 
merchandise with an original selling price of $20,000 had a net realizable value of $1 0,000. 

Required: (10%) 
(l) Compute the estimated ending inventory. (Show Computation) 
(2) Compute the amount of the loss as a result of the fire, assuming that the corporation had no 

insurance coverage. (Show Computation) 
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1m .. Asus Company issues 3,000 convertible bonds at January 1, 2016. The bonds have a three-year 

life, and are issued at par with a face value of $1,000 per bond, giving total proceeds of 

$3,00,000. Interest is payable annually at 6%. Each bond is convertible into 250 ordinary shares 
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(par value of $1). When the bonds are issued, the market rate of interest for similar debt without 


the conversion option is 8%. 


Required: (20%) 


(1) 	 Prepare the journal entry to record the issuance of the convertible bond on January 1, 2016. 

(2) Prepare the journal entry to record the conversion on January 1, 2017. 

(3) 	 Assume that the bonds were repurchased on January 1, 2017, for $2,910,000 cash instead 

of being converted. The net present value of the liability component of the convertible 

bonds on January 1, 2017, is $2,850,000. Prepare the journal entry to record the repurchase 

on January 1,2017. 

(4) 	 Asus altered the terms such that each bonds converted into 300 ordinary shares to induce 

conversion at the end of the first year. The market price at the date of amendment was $5 

per share. Prepare the journal entries for the induced conversion. 

8% 	 6% 

PVF PVF-OA PVF PVF-OA 


1 0.92593 0.92593 0.94339 0.94339 
2 0.85734 1.78326 0.88999 1.83339 
3 0.79383 2.57710 0.83962 2.67301 
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