1. What is treasury stock? Why do corporations purchase and issue treasury stock?
Treasury stock is stock held by the company issuing public shares. Corporations decisions to purchase or treasury stock may be to keep reserve stock in case there arises a need for additional stock, maintain control of the company and also increase the value of their shares in the market. 
2. How do you record the purchase of treasury stock? How does treasury stock affect the equity section of the balance sheet?
Acquisition of the treasury stock is recorded by debiting the treasury account and crediting the cash account. In the short term treasury stock weakens the balance of the company. In the long, it will increase the stock price of a company since it will reduce the supply of share.  
3. How would you record the issuance of treasury stock if the proceeds obtained are:
1. At the cost of the treasury stock?
Credit the treasury stock and debit the same amount from the cash account. 
2. Less than the cost of the treasury stock?
Record as reissuance at a loss where the treasury is credit cash credited and the balance recorded as retained earnings. 
3. More than the cost of the treasury stock?
Record as reissuance at a profit where the treasury stock is credited as cash debited, and the balance recoded as paid in capital-treasury stock. 
4. What is the main difference between notes payable and bonds payable?
[bookmark: _GoBack]The two tools are the same regarding being loan facilities, but in acquiring bind investors have to pay a principal amount returned after maturing, but the notes have no such requirements. The notes are also more often long-term facilities of less than ten years where bonds are long-term loan facilities of more than ten years.
5. What is the main difference between a bond and a share of stock?
Shares represent an ownership interest in a company and can be publicly traded at any time whereas bond is long-term loan facilities that pay interest and principal during and upon maturity. 
6. What does it mean to issue bonds at
4. Par?
The bonds are offered at the current value in the market without discount or premium. Contract rate is equal to the market rate.
5. Discount?
The bond is offered at a value less than its par value, and also its coupon rate is less than the current interest rates in the market. The contract rate is less than the market rate. 
6. Premium?
The bond is offered at a value higher than the par value, and also its coupon rate is more than the current interest rates in the market. Contract rate is more than the market rate.
7. What are the contract rate and the market rate for bonds?
Contract rate is the rate offered by the company issuing bonds while the market rate is the going rate prevailing in the market or rather the effective rate. 
8. How do you compute total bond interest expense when a bond is sold at a discount? Explain your answer.
Calculate the amount received from the sale of bonds
Find the present value of the sum.
Multiply the carrying value by half the amount of the yield to maturity. 
Add the amortized value to find the interest expense since the premium is less than the amount that would have been incurred if the bond was issued at par

9. How do you compute bond interest expense when a bond is sold at a premium? Explain your answer.
Calculate the amount received from the sale of bonds
Find the present value of the sum.
Multiply the carrying value by half the amount of the yield to maturity. 
Subtract the amortized value to find the interest expense since the premium is added to the amount that would have been incurred if the bond was issued at par. 
10. What accounts are affected when recording the issue date of a discount bond? What accounts are affected when recording interest and amortization?  Which accounts are credited and which accounts are debited when creating journal entries?
Accounts affected by the record of discount bond issuance date are the cash, bonds payable and discount on bond accounts. The cash and discount on bonds are debited where the bonds payable is credited. Accounts affected by amortization are the interest expense and discount on bonds. The interest expense debited while the discount on bonds is credited. 

11. What accounts are affected when recording the issue date of a premium bond? What accounts are affected when recording interest and amortization? Which accounts are credited and which accounts are debited when creating journal entries? 
Accounts affected by the record of premium bond issuance date are the cash, bonds payable and premium on bond accounts. The cash and premium on bonds are debited where the bonds payable is credited. Accounts affected by amortization are interest expense and premium on bonds. The interest expense debited while the premium on bonds is credited. 

12. What accounts are affected when a bond matures? Which accounts are credited and which accounts are debited when creating journal entries? 
Accounts affected are the cash and bonds payable. Cash is credited, and the b9ns payable is debited. 
