Intermediate Accounting III

Fall 2008

Quiz 3


1) A.E. issues $4 million dollars of bonds on October 1st, which have a bond date of July 1st.  If the market rate and coupon rates are 9% and the bond pays semiannually.

· Record the journal entry for A.E.
· Record the first interest payment.

2) A.E. issues $6 million of long-term debt on January 1, 2009 when the market rate is 13%.  The bond has a coupon rate of 9%, a maturity date of December 31, 2010, and pays semiannually.

· How much should this bond sell for?
· Record the journal entry on January 1, 2009
· Record each journal entry for each payment

3) A.E. Issues an $3 million zero coupon bond on January 1, 2009 when market rates are 8% and which matures on December 31, 2012.

· How much should this bond sell for?
· Record the journal entry on January 1, 2009
· Record each journal entry for each payment

4) A.E. issues a $20 million face value bond with a coupon rate of 11% on January 1, 2009.  The bond pays semiannually and matures December 31, 2011.  If the market rate is 6%, 

· How much should this bond sell for?
· Record the journal entry on January 1, 2009
· Record each journal entry for each payment
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