PRACTICE BOND PROBLEMS
PROBLEM A

Practice Co. needs to borrow money. On January 1, 2006 the company issued
$100,000 of five year, 12% bonds at an effective interest rate of 10%.

Interest is payable semiannually on January 1 and July 1.
Required
Prepare journal entries to record the following:

a) Sale of the bonds on January 1, 2006. Use the attached tables to determine the

bond proceeds.

b) First interest payment on July 1, 2006, and the amortization of bond premium
for the first six months. Use the straight line method of amortization. (Round to

the nearest dollar.
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PROBLEM B

Sample Co. needs to borrow money. On January 1, 2007 the company issued
$100,000 of five year, 10% bonds at an effective interest rate of 12%.

Interest is payable semiannually on January 1 and July 1.

Required

Prepare journal entries to record the following:
a) Sale of the bonds on January 1, 2007. Use the attached tables to determine the

bond proceeds.

b) First interest payment on July 1, 2007, and the amortization of bond discount
for the first six months. Use the straight line method of amortization. (Round to

the nearest dollar.
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