CHAPTER TEN 
Debt Financing: Bonds	Name  				
CHAPTER TEN 
Debt Financing: Bonds	Name  				
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Concept Self-check continued
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


CP 10–1
  1. 	If the market rate of interest is 15% and the bond interest rate is 10%, the bonds will sell at a ______________.
  2. 	If a bond’s interest rate is 10% and the market rate of interest is 8%, the bonds will sell at a ______________.
  3. 	In computing the carrying amount of a bond, unamortized ______________ is subtracted from the face value of the bond.
  4. 	In computing the carrying amount of a bond, unamortized ______________ is added to the face value of the bond.
  5. 	If a bond sells at a ______________, an amount in excess of the face value of the bond is received on the date of issuance.
  6. 	If a bond sells at a ______________, an amount less than the face value of the bond is received on the date of issuance.
CP 10–2
1. 	a. The issuance of bonds:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	


CP 10–2 continued
b. The interest payment:
	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


c.	The amortization of the discount:
	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


2. 	
	

	

	

	

	

	

	

	





CP 10–2 continued
3. 		
	
	
	

		Partial Statement of Financial Position
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



	

	

	

	

	

	

	


4. 	Retirement of the bonds:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



CP 10–2 continued
5. 	Calling of the bonds:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


CP 10–3
1. 	a. The issuance of the bonds:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


b. 	The interest payment:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





CP 10–3 continued
c. 	The amortization of the premium:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


2. 	
	

	

	

	

	

	

	

	

	


3. 	
	
	
	

		Partial Statement of Financial Position
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



CP 10–3 continued
4. 	Calling of the bonds:
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


CP 10–4
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


CP 10–5
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





CP 10–6
Case A
1.
	

	

	


2.
	

	

	


3.
	

	

	

	


4.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


5. 
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



CP 10–6 continued
Case B
1.
	

	

	


2.
	

	

	


3.
	

	

	

	


4.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


5. 
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



CP 10–6 continued
Case C
1.
	

	

	


2.
	

	

	


3.
	

	

	

	


4.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


5. 
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



CP 10–7
1. 	
	

	

	

	

	

	

	

	

	

	

	


2. 
	

	

	

	

	

	

	

	

	





CP 10–8 (Appendix)
1.	
	

	

	

	

	

	



2.	Issue of $200,000 Bonds Payable for $210,152
	Amortization Table

	Using Market Interest Rate of ____ Per Cent

	
	
	
	
	A
	
	B
	
	C
	
	D
	
	E

	


Year
	
	
Six month period ending 
	
	Beginning bond carrying amount
	
	

6-month interest expense
	
	Actual cash interest paid
	
	
Periodic prem./disc. amort.
	
	Ending bond carrying amount

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	





CP 10–8 (Appendix) continued
3.
		Calculation of Effective Interest Rate

	
	
	
	
	A
	
	B
	
	
	

	

Year
	
	Six month period ending 
	
	Bond carrying amount
	
	Using ___% market rate to calculate periodic interest expense
	
	

(B/A)
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


4.	
	

	

	

	

	

	

	

	

	

	

	

	

	




P 10–1
1. 	a. 
	

	

	


b. 	
	

	

	

	

	

	

	

	

	


2. 	
	

	

	


3. 	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–1 continued
4. 	
	
	
	

		Partial Statement of Financial Position

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



	

	

	

	

	

	


P 10–2
1.	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


2.	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


3.	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–2 continued
4.	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


5.a.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–2 continued
   b
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


6.a.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


   b.
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–2 continued
   c.	
	Date

	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


P 10–3
1.a.	Amount of interest paid every 6 months:
	

	

	

	

	

	

	

	

	


  b.	Amount of amortization every 6 months:
	

	

	

	

	

	

	

	

	

	



P 10–3 continued
2.
	
	
	
	
	Case A
	
	Case B
	
	Case C

	a.
	Issue of the bonds
	
	Debit
	Credit
	
	Debit
	Credit
	
	Debit
	Credit

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	b.
	Payment of interest
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	c.
	Amortization
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	





P 10–3  continued
	
	
	
	
	Case A
	
	Case B
	
	Case C

	d.
	Payment of interest
	
	Debit
	Credit
	
	Debit
	Credit
	
	Debit
	Credit

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	e.
	Amortization
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	f.
	Payment of interest
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	g.
	Amortization
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	h.
	Redemption of bonds
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


P 10–3  continued
3.	Calculation of interest expense
	

	

	

	

	

	

	

	

	

	

	

	

	


4.	Exercise of a call option at Dec. 31, 2018
	
	
	
	
	Case A
	
	Case B
	
	Case C

	
	
	
	Debit
	Credit
	
	Debit
	Credit
	
	Debit
	Credit

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	



	

	

	

	

	

	

	

	

	

	

	

	



P 10–4
1. 	a. 
	

	

	


b. 	
	

	

	

	

	

	


2.
	Amortization Table

	Using Market Interest Rate of ____ Per Cent

	
	
	
	
	A
	
	B
	
	C
	
	D
	
	E

	


Year
	
	
Six month period ending 
	
	Beginning bond carrying amount
	
	

6-month interest expense
	
	Actual cash interest paid
	
	
Periodic prem./disc. amort.
	
	Ending bond carrying amount

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	





P 10–4 continued
3.
		Calculation of Effective Interest Rate

	
	
	
	
	A
	
	B
	
	
	

	

Year
	
	Six month period ending 
	
	Bond carrying amount
	
	Using ___% market rate to calculate periodic interest expense
	
	

(B/A)
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


4.	
	

	

	

	

	

	

	

	

	



P 10–4 continued
5. 	
	
	
	

		Partial Statement of Financial Position
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



	

	

	

	

	

	

	

	

	

	

	

	





P 10–5
1. 	a. Difference between the premiums from 2017 to 2018
	

	

	

	

	

	

	

	


b. 	Total premium/yearly amortization 
	

	

	

	

	

	


2. 	
	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–5 continued
3. 	2019 unadjusted interest expense
	

	

	

	

	

	

	

	


The following journal entry is needed:
	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


4. 	
	

	

	

	

	





P 10–6
1.	
	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–6 continued
2.	
	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–6 continued
3.	
	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 10–7 (Appendices)
1.a. Interest payment every 6 months
	Calculation
	
	Case A
	
	Case B
	
	Case C

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


b. Issue price computation
	Calculation
	
	Case A
	
	Case B
	
	Case C

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	





P 10–7 (Appendices) continued
c. i. Bonds issued when market rate is 1%
	

	

	

	

	

	


ii. Bonds issued when market rate is 16%
	Amortization Table

	Using Market Interest Rate of ____ Per Cent

	
	
	
	
	A
	
	B
	
	C
	
	D
	
	E

	


Year
	
	
Six month period ending 
	
	Beginning bond carrying amount
	
	

6-month interest expense
	
	Actual cash interest paid
	
	
Periodic prem./disc. amort.
	
	Ending bond carrying amount

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	





P 10–7 (Appendices) continued
iii. Bonds issued when market rate is 8%
	Amortization Table

	Using Market Interest Rate of ____ Per Cent

	
	
	
	
	A
	
	B
	
	C
	
	D
	
	E

	


Year
	
	
Six month period ending 
	
	Beginning bond carrying amount
	
	

6-month interest expense
	
	Actual cash interest paid
	
	
Periodic prem./disc. amort.
	
	Ending bond carrying amount

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


d.	The carrying value of the bonds at December 31, 2019:
	

	

	

	

	

	

	





P 10–7 (Appendices) continued
2.
	
	
	
	
	Case A
	
	Case B
	
	Case C

	
	
	
	Debit
	Credit
	
	Debit
	Credit
	
	Debit
	Credit

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	





P 10–8 (Appendices) 
1.	Issue price computation:
	

	

	

	

	

	

	

	

	


2.
	Amortization Table

	Using Market Interest Rate of ____ Per Cent

	
	
	
	
	A
	
	B
	
	C
	
	D
	
	E

	


Year
	
	
Six month period ending 
	
	Beginning bond carrying amount
	
	

6-month interest expense
	
	Actual cash interest paid
	
	
Periodic prem./disc. amort.
	
	Ending bond carrying amount

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	





P 10–8 (Appendices) continued
3.	
		Calculation of Effective Interest Rate

	
	
	
	
	A
	
	B
	
	
	

	

Year
	
	Six month period ending 
	
	Bond carrying amount
	
	Using ___% market rate to calculate periodic interest expense
	
	

(B/A)
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	Jun. 30
	
	
	
	
	
	
	

	
	
	Dec. 31
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


4.	
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