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Chapter 9: Bonds, notes and loans

o ARG R

1. el ¥y effective rate F1 coupon rate, face value il carrying value, interest payable
Fl interest expense

2. BRI RATM R E T, HAe P i effective rate il issuing price Z [A][f1¢ &

3. %7 effective rate method MRS S48 (K4 R RS

4. W#fi loan origination fee 1 bond issuance cost f#E4Y 77 ik 8] i) 2 5+

5. PR SEHE WAV A S ST RGOV, IR I SRR A LU

N (653175

5177, AR LA SO I e RS, I B AR IR — IR S AT ARG iR uE 77 . — MR,
i S FOH RS R K (H el 142), Prolfise THRIAZ =/ s (BrAE— i 280) . &
[ 5 ) B e F0 25 1 22 T )% (coupon rate, contractual rate, face rate), {HAGiZE I #E A1
IWTHMAZER, BTigA % (effective rate, market rate, yield rate). 5 KT A 2K &R
&, 1 LS AR RAT ARG AT I Ak R 57 55 Rl 0t R 2 o RUSSOR, X B 38 SR Ui AH Y
RS AN RIS B 23R A MEHR ) A 75 EAH R 38 0, By AT SR 26 e il 7 $ 8% 5 Pl 23K
IR IR, X T RATAME R B, i35 5 A0 s e T a2 Al 1) S B il 28 AR

KRR T 28/ A T s ks (8 e ife), dE s i it B A U2

o, nZ&/8 number of periods, r #%/x effective interest rate.

N SO IS B PR A 5 0% 38 W S SR UE 3 B ST BT, A A B ([ 2 ) AR PR DL P PRy s
fix, FGEA BRI IAZGFF. Pk, i R BAE 2 RER AR (K r o) e RESEER, e
80 e AT 08 37 7R AH B B B AT A M i T I A [ e 1, P UGB s 2 BRI

ML fi 5 1r) effective rate 25T coupon rate b}, i3 2E T 22 e, B 24 (face
value, maturity value). {HJ&, KZHMNMERAALXFER). Y effective rate KT coupon rate
I, ks N TSR ENE: R, BRI R T SHMME . B M AN B A AR (R 22 5,
XAy 2 S st AEGE A (premium) 23 14 (discount)

=, BRI E

R 4 Bl T 9 AAFAEAT AT T XS BRI L2 (arbitrage opportunity), {5 & 47 I 4598 35 sk it [m]
R S B 10 S AR 52 FERTR Al B RS R SE AR VT L 1), it & B I R AT —
JESERILHL AT A ALY effective rate [, FTLL, LRI RATH HITHELA Rt i«

HAr, n /8 number of periods, r#/x effective interest rate
W% A5 e % B 527 (zero-coupon bond, s F [H {57), A KTt T

1. it RAT A (bond issuance cost)

5 RAT A — R AL4E T promoter cost, print fee, underwriter fee, register fee %5 (47l
W, ARE, M IETFE).

555 RAT A — I e 3 H (deferred charge), JF7Ef6iZF &AT )G A (remaining life of
bond) W H %M (over a straight-line basis).

HE: WEFHNETH AR THRERRETAE (:on Nov 1st issue bonds dated Oct 1st) , 4
R NATF SRAF B R ARESREGTTE BB R RIX BN, [HME BT RARNTES BIX B H
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Example:
Dixon Co. incurred costs of $3,300 when it issued, on August 31, year 1, five-year
debenture bonds dated April 1, year 1. What amount of bond issue expense should
Dixon report in its income statement for the year ended December 31, year 1?
15 RE AT -
RATIAES$3,300, i 777625 —4E 10 8 H 31 HRAT, SN 5 Fnm, Mt EH&4 1
H, btz 2InmAt year 6 118 H 31 H, Mg year 614 H 1 H. RIEITFEHME
AT HZ B AHREG T 5 AN IR, W RAT AT TEX 5 AN H o BTl Wess AT AR I S PR 2
12* 5-5=55 /1 H . RATHAT LA 55 N HWIERY, 1558 S MRS 10 5 A i
$3,300/55*4=$240.

VO, i iy Ao 7 vk

TR A WAk, 85— Fi e fair value option. Fair value option 4L SiAE TR 4131
IR DAL SIS R BT 55 2 F (R SR O, PT AR I 554 3 At P = SE Al A S I ) (i 274 IR

{H)&, fair value option [k BRI . FiEAIZR S 108, A1 remeasure
157 R 2> SO B R ARG TR 15 55 ) SE o M) 2 AR Sl 0] R R S e 2% R ER 1. I, i ) S frmt
BENAAE IR AT (issuance) I it C 28 58 g (RIBERATI 2, e FIRThwm, ks R
M TR AL RAT i g IS B AN AR BB UL [ 7€ ANAR IR, Fr DARIBS JAS 58 4 OWAE T 23 1K R AT
s RIS AT 2 JE TR 3R AR A, NS i ALK AR 0 (R ) R ANA G S A it b,
T 18 B v SRR Wm fmr Lek, BrbL, fair value option AN fids G it m M B i Ff .
Example:
On January 1, year 2, Southern Corporation received $107,720 for a $100,000 face
amount, 12% bond, a price that yields 10%. The bonds pay interest semiannually.
Southern elects the fair value option for valuing its financial liabilities. On December 31,
year 2, the fair value of the bond is determined to be $106,460. Southern recognized
interest expense of $12,000 in its year 2 income statement. What was the gain or loss
recognized on the year 2 income statement to report this bond at fair value?
BT -
Report the bond at fair value it %~ fii77 &L fair value option kffif & (1. Fair value
option &, fiiZ#12 A EAZ S48 A\ gain/loss.fE fair value option T, 58T EHEH
[EAT RS, FTEL gain/loss=WIK 2 Se i a4 - 4] R %1=$106,000-$107,720= ($1,260).
NI NA M TE, BT AN 55 12 et E AR 2 gain, gain 2£$1,260.

Rk effective rate method. T35 AT I AL RS AR CLog e, T LAAE J5 48
THEN, FRAXM L, B AR RATR T issuance price [Tl 5 % effective rate
SKAffA 5 SRR RS S PR RE /P . T effective rate W T 55 AT A b IT St il vt
JRAS, BT LA R 7V A

PLUR 21X P B v &7 v IR H R

TR A 2 23 vHRHE
Fair value option Gain/loss
Effective rate method Interest expense

.. Effective rate method T #i4 F44r (K kY
1. A e ?

Premium I discount B+ BRI SETRANME 2 (R I 22800, STV A2 ] 5 1 (— R o 2 T 41 A2
$1,000), 1MHEBLAE AN : GERIAR (BT ER 2 0 1 n) FsEBRFIR (). i TR K AT
Ja BRI, F LT ARAS R AR S, B DAME— g premium Fl discount st A —A 0
Kz GiFM IR . Prel, BFEE G 2RI, AN premium 1 discount 25 sk /b
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(4730 T 23 H mature date AR, AN K A E 55+ N A7 1 S AME, BPAS
%), BIMEGTIFREEvh i, 7 2 EEY DL s i 213 HA B i .

2. e 2
(1). v NAR A R R 2
MR EA AT IR, AR 2 ASE TS AT ALE

) E 2 F =K T #r 1 (carrying value/net book value) * %4 (effective rate).
WA ) S = 22T 4 {8 (face value/face amount) *  EH % (coupon rate)

FESTAS AR B AR S DR B A AR B o LR Bl AT LB DA S A 1A Rl 9

(2). Wt discount, IHHERS T discount="7F 5 5 H - WA F]E
RS premium, 4EMERS Y premium=NATF)E-F) B3R

(3). WIARNAHMGZR MK O (L =1RI{E -/+ HEWT TR 1 discount/premium
= ST A AT (1 K T A7+ LS 9 P - A AR

WIAR AR premium/discount=14] premium/discount- 4 #4% premium/ discount
FHD IR 25 T 70 AU (TR LA S S B2 1R 14K H gross method fiih, BI47l#fiik discount
Al principal, {H & & AE 53 EARGE A IH X BHRGE0)

Dr: | Interest expense ##] carrying value* effective
rate

Amortized premium

Cr: | Amortized discount

Interest payable Face value*coupon rate

HE: —BEE RS HM effective rate HEIBFEMNTHFE. BTRBPELTRLEMEN, FUALERE
PN PEHAWRERHE. BTEATERER, TEHRNT 1 ERFAERAEARASFERN, & half-
year [f] interest expense 4T carrying value*annual effective rate*1/2. =/NAKFEFRALET
WKEIME * (R0 ) B RFI % * 1/ 4.

HE2, MESEPEFRERPLETBER—FITE, RAR—FIFE.

iR WRBFRFLFEMEN, BATEGFHIVEN, FTRERRRFALFIE*L/2.

Example:

Webb Co. has outstanding a 7%, ten-year $100,000 face-value bond. The bond was
originally sold to yield 6% annual interest. Webb uses the effective interest rate method
to amortize bond premium, and does not elect the fair value option for reporting
financial liabilities. On June 30, year 1, the carrying amount of the outstanding bond
was $105,000. What amount of unamortized premium on bond should Webb report in
its June 30, year 2 balance sheet?

B AT«

AR, FEZH= carrying value/net book value*effective rate=$105,000*6%=
$6,300. PRI HAME R T AR, Fr DAzfidr 2wt RAT I . A ) premium= N ARE -FE
7 =$100,000*7%-$6,300=$700. IR AHEH5 1) premium= 4] premium-4 Bk 1)
premium=($105,000-$100,000)-$700=%$4,300.

Example: Effective interest and journal entries (H# Module 13 B 148 2w )
$10,000 in bonds, interest at 6% contract rate, paid semiannually, maturing in six
years, and market rate of 5%. Since the interest is paid semiannually, the interests and
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principal should be discounted at 12 periods rather than 6 periods, and the effective
half-year market rate is 5%/2=2.5%. Discount principal $10,000 back 12 periods at
2.5% (Factor = .7436), therefore the present value of principal is $10,000*%0.7436 =
$7,436 Use present value of an ordinary annuity of $1 factor for twelve periods at 2
1/2% interest (Factor= 10.26), therefore the present value of interests is $300*10.26
= $3,078. Today’s value is $10,514 (7,436 + 3,078).
Prepare amortization table for the first 6 periods and prepare the two periods’ journal
entries.
15 RE AT -
WK T V]88 4 %14:$10,514, principal /£$10,000, unamortized premium J£$514. MV K]
amortization table &

Period | Interest Interest expense | Amortized Unamortized | Carrying
payable premium premium value
0 $514 $10,514
1 $10,000*%3% | $10,514*0.025= | $300- $514-$37= $10,477
=$300 $263 $263=$37 $477

2 $300 $10,477*0.025= | $300- $477- $10,439
$262 $262=$38 $38=$439

3 $300 $10,439*0.025= | $300- $439- $10,400
$261 $261=$39 $39=$400

4 $300 $10,400*0.025= | $300- $400- $10,360
$260 $260=$40 $40=$360

5 $300 $10,360"*0.025= | $300- $360- $10,319
$259 $259=%$41 $41=$319

6 $300 $10,319*0.025= | $300- $319- $10,277
$258 $258=%$42 $42=%$277

AHNEFT P I 25 1 2 33 4l
15t period 2" period
Dr: Interest expense $263 $262
Premium $37 $38
Cr: Interest payable $300 $300

3. RIS TR : AT EHAEFAR
TEAETZR AT JE B AR AN 2 TH A B ARG o IR IR 00, i 2 20 ) 2 o
Step 1: I IHE (accrue) AR H 86257 AT H R AR AR 2 IR AT AR . FLE 2%
RAERA T RIS R BEk e 1. e, R Pt e, s R AEFIR I =N H K
1T, AALEE R T B A B 9% 2 carrying value*annual effective rate*3/12.
Step 2: £ F—MSHERIFHIIN X reverse F—ANS1HEREIER accrue interest expense
19058
Example:
Bonds issuance price: $10,514 (at market rate 5%)
Interest payment terms: 6% contract rate, semiannual interest payment
Market rate: 5%
Issuance date: Oct 1, Year 1
Maturing date: Sep 30, Year 7
Corporation accounting year: calendar year
Prepare journal entries for accrued interest at Dec 31, Year 1 and interest payment at
March 31, Year 2.
B RE AR -
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AR 10 H 1 HRATH . BT it B, FERTHE H2ERSFER 3 H
31 HF19 H 30 Ho HZMSTHEREFEREE 12 H 31 H, b EAESTHEE TR B
B FHANAS ) S

Dr: Accrued Interest expense $131.5
Premium $18.5
Cr; Accrued interest liability $150
WG, A year 2 WAFEAIN R IR 5y sk A
Dr: Accrued interest liability $150
Cr: Accrued Interest expense $131.5
Premium $18.5

Z T UL BEAE I HENE FAE R W oy sk e B, SN TE R — AN H BRI %, FEM
—/MFE HBKRAME (net book value) A EF AR E 9 H . AREHFHIH 1Y net book value
KA —AEM L H L HEI 3 H 31 HCF AP EH)WFLERH . &0, FEEHE—AH
effective rate A fefii 152 WY net book value T A 4401, X/MHH effective rate Joykis:
S5 AR ) S AR

ER: A TRRBHA GRS, FEX BRI A S AN A2 & v E 28T T taccrued”,

il accrued interest expense fl accrued interest liability.

RS MR HBER R, B3 H 31 H, gl T

Dr: Interest expense $263
Premium $37
Cr; Interest payable $300

4. Discount Fil premium f#ERSERAE

WA I AT, IAREES 1) premium = AT AR -F1 B 2 F = N A R R -5 95 BRI K T A i * 5K
BrAl . MEFR AR AT, RATRHE R IR E R T U3 T Er A S 2 %, Kimd
AT IE. Prik, R, GiRRmOE GBI, A5 K E R W R, 5 —
B premium 2 BEE 20 H I 10 288386 K

[, BER T RAT, , GRS 1) discount=F) & 2 FH - A R JEL =15 25 10140) I T A1) R % Siz
Bl 2 A RS- N AT AR . A AR, BRI I B W ok, HEBE G S TRk, 4
SR IR W T, B — RS 1Y discount £ BB )3 A0 3 17 32 3T 8 K
IR ) premium/discount FE4 ) th 2k B4R -

NS
B e ZEEH, PEEE discount/premium AR
| B SA, BERFORINE, TR IL, BT,
Sre e mehed HERN IR LA 511, LA TE effective rate
straight-line method, method T, FEAT I EOBORBAR
l Time
Example:

On March 1, year 1, Clark Co. issued bonds at a discount. Clark incorrectly used the
straight-line method instead of the effective interest method to amortize the discount.
Clark does not elect the fair value option to report these securities. How were the
following amounts, as of December 31, year 1, affected by the error?
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Bond carrying amount Retained earnings
a. Overstated overstated
b. Understated understated
C. Overstated Understated
d. Understated Overstated
151 R it #r -

Toit it PRSI & effective rate #E4Y, SPREIAES S —FEM . (H0E, HZREMBSN S RURAL
—FEMN, {HIE4E effective rate FHERY discount JEZ i K 1: B bA—JFah B E MRS 0 &4 L
effective rate ZL K, &#ifl )5, effective rate 1 discount 4 4 5a i 14 K B L 1 2k 32:
TR, HAre 0 IH eSS 258 — P JF HOR R BZkmeay, PrCAs i &4tk effective rate '~
P EER . BT RATS, Gigr MR IANE A E I ETHR, B U AR 270K i (i = 01 fi 77
MK T +discount #ERY &%, MM, straight-line method 1K bond carrying amount tt
effective rate method TR carrying amount 25, FrLl2mfliit. Fri kA, FE 28
=Y HIEES 1) discount+ NATFILE, BT S IREES ) discount Lt effective rate N, JrLAALE
WS, 8K retained earnings 1G4l bl %2 C.

5. FI4Rk

N A2 A AE VR B 7435 (current liability ) F13E3 3 4 £ (noncurrent liability) 2 17] 2326 @5,
WIRAZAE A M A S A — 2 NI (serial bond) , W EREALER A4 513 4 current
asset.

Serial bond %€ X: A bond issue in which a portion of the outstanding bonds matures at
regular intervals until eventually all of the bonds have matured. XF{EZZESAA R HIHA R N
HEB RO ESHEM.

e fiiZk b, bond payable R Z#i5%i, Rl net of discounts/premium.

7N~ R (convertible bond)
AR R IR R R AR A 0 )G, G IX I EFFAHN A 3K AT HE R, ) DK L3 48 SRR
Ao IR G, iBOH R 48K, 0 n] DL FRR L4 A 13 4 ot e 4 o A (W common
stock), TR T RS FE A A e (FERURNES DU FR /0 By v 40 B (P A I B 27 1A T X 43)
1t GAAP T {5t 55 (P o3 T AL FEAT LU AN 205
1. Convertible bond 7& 442 §ii P [ A 5 18 57957 AT & VAR B (ARSI BE—FF, (HR AR B
i AT RN R ) .

2. convertible bond fE# i, T LUK book value method z# market value method
(H 2752515245 book value method FI43 i 2 ik )
FIrLL, FEREHIT, AHIN IR 2 o) s (R ) A

Dr: | Bonds payable 7 E + A PER AN /- AR T

Cr: | Common stock B S T 1A T I S T

APIC Plug

Wi R A market value method, 54 55— 20 il /7 L2055 (10 K T (B T 38 A5 7 e 4 I 1 2 Fu iy
Ho BT LS HI I BUIRI0 2 M (E I 2 IR 2 SO B (51 T R T 2 AN 58 0T 10 T3
T BT WA T S A PIE SR 2 et (5 5 HA T M (more reliable).

WA SEAMEFGTT5 (MKTAME 2 R A AEZE 5, S At e B0k X 384y 22 St iA ok gain 80 loss. DL
/& market value method R 73 5%

Dr: | Bonds payable FR I3 THE + A PR AN /- AR AT

Loss Plug

Cr: | Common stock B e R TR I S T

APIC B S i - IR T
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| | Gain | | Plug

¥ E: TR book value method i 2 market value method, ##2 Ji#FEEE LY accrued
premium/discount #1 accrued interest

Example:

On July 1, year 1, after recording interest and amortization, York Co. converted
$1,000,000 of its 12% convertible bonds into 50,000 shares of $1 par value common
stock. On the conversion date the carrying amount of the bonds was $1,300,000, the
market value of the bonds was $1,400,000, and York’s common stock was publicly
trading at $30 per share. Using the book value method, what amount of additional
paid-in capital should York record as a result of the conversion?

151 B A -

) {875 22 H book value method >R Hi#:4 2 J5 APIC(plug account) IR A4, H—»0, HHFE#
(T2 K A B, B H s 3 ) Aot 2 (R K ThT 4/ 2 $1,300,000(fi i /2 $1,000,000) . 55 35,
W )5 common stock [k AR . BTrhgh i, B T 50,000 (THE A $1 g, B L
WA $50,000. /LA, APIC % L4 T bonds payable-common stock=$1,300,000-
$50,000=$1,250,000.

Example:

On March 31, year 1, Ashley, Inc.’s bondholders exchanged their convertible bonds for
common stock. The carrying amount of these bonds on Ashley’s books was less than
the market value but greater than the par value of the common stock issued. If Ashley
used the book value method of accounting for the conversion, which of the following
statements correctly states an effect of this conversion?

a. Stockholders’ equity is increased.

b. Additional paid-in capital is decreased.

c. Retained earnings is increased.

d. An extraordinary loss is recognized.

15 R A -

7f book value method &, A k4ATA[ gain 5t# loss. book value method H 5 bond
payable, common stock il APIC =%} H. 7t book value method T, liability 4% T F%,
common stock fil APIC Ft. FrbL, a I,

B B AT B AR A 1 5 (debt issued with detachable purchase warrant)

A7 AR5 27 AT AL R N ARG 27 4] 6 — A2 R AT o AT, B0 R H2 0) B[] 2 i) A
JBEARL, N BAUR T #5588 LA — AN A AR BRI AN A% I AN AR B 93 AT AL IR o A BN A v] 43
B, BALEBRRATZ G, & INBROT LR T AC S o WAt B, X —2K11 debt AT Z 5 MK
B2 9 3y 43 B AR H T AT 48 5

DA BRI J 1 2 detachable (1, A4 AR T R AT AV R AT T P ROAS [5] (1) b= b, P
D7 S il R AR A D SSRGS 25 (R AFDNS 2 Fo AN (i 0 P b < ™ i 2 1) 3£ 47 23 #E (allocate between
stock warrant and debt). BAINBEBGRER AT AL equity AHOG, Jr IR SA BRI R H 2
paid-in capital. Stock warrant [{#) A A G5

Example:

Units of one bond and one warrant (to buy 10 shares of stock at $50/share) are
issued for $1,030. The face amount of one bond is $1,000. Thereafter, warrants trade
at $40 and the bonds at $960. The par value of the stock is $1 per share. Prepare
relevant journal entries for the issuance of the detachable bond and exercise of warrant.

15 RBL AT -
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INBRUP 2 e fE A 40, 3 B N2 JG A R A% 1 $960. KAT s liAE$1,030. 0Lk, 4 #fErE
stock warrant L) 44i/2$1,030%$40/($40+$960)=$41.2. 4332

Dr: | Cash $1,030
Bonds discount $11.2

Cr: | Bonds payable $1,000
Paid-in capital $41.2

N BRAT AT, B AT LM AE 9 $50%10=$500 whv] LAFRAT 10 e sE, Bril, 47805
KT

Dr: | Cash $500
Paid-in capital $41.2
Cr: | Common stock $10
APIC $531.2
FR:

1. RFEELR THEE RS H warrant (T EMEHRAESH bond [ market value (RT3 B AEA A
AIRE), TR VSN ST E T RAT B HZ warrant TG ME. WEFEOTHNESEE, B
LD TES .

2. 11} stock warrant & nondetachable /], IAMARIATSH, €%Ch bonds payable.

Example:

On December 31, year 1, Moss Co. issued $1,000,000 of 11% bonds at 109. Each
$1,000 bond was issued with fifty detachable stock warrants, each of which entitled the
bondholder to purchase one share of $5 par common stock for $25. Immediately after
issuance, the market value of each warrant was $4. On December 31, year 1, what
amount should Moss record as discount or premium on issuance of bonds?

B RE AT -

AH ) 109 RoR i Zr I RAT I 2 RN 109%, Jr LAMids () kAT S84 $1,090,000. Hr, —3t
K477 $1,000,000/$1,000=1000 #fiizs. EEprfizssrmla 50 BOABAL, B LA RAL S £ 50%*
1000=50,000 Ji. B mr 7 BB iz AT e, R T i 2 $4 R, B DLE A
$4* 50,000=$200,000. [K% B H 1% 454 AL 2 A 3T LGS TR A S AU 47
&41r$1,090,000-$200,000=$890,000. P4 fiz=MiifEI$1,000,000, it LAWIAAAA N G200 i
{2 474 7 $110,000 It discount. Discount [#]454:%17%:$110,000.

J\. bond sinking fund(#fiidE4r . Wifiidk4r)

Bond sinking fund J& & A7 Al 40 R 2] 23w i BB ) B I, —BAEOLT, AR
X} serial bond L% . { USGAAP 1, L6tk @R H investment [1)—#7y, 7HEH
Ho T EEATRE B HUR B 5 SO TN L U H i, ]2 52 IR TGVE T 715 W3 8 sl R
{ifl (cannot be used in the next year), il bond sinking fund & —Til noncurrent asset.
AL 4 e U5 H Al investment 548,

Example:

The following information relates to noncurrent investments that Fall Corp. placed in
trust as required by the underwriter of its bonds:

Bond sinking fund balance, 12/31/Y1 $ 450,000

Year 1 additional investment 90,000
Dividends on investments 15,000
Interest revenue 30,000
Administration costs 5,000
Carrying amount of bonds payable 1,025,000

What amount should Fall report in its December 31, year 2 balance sheet related to its
noncurrent investment for bond sinking fund requirements?


http://baike.baidu.com/view/670555.htm
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161 R ity -
P IEA v BTV S investment 28l. g2 dividend i /& interest #Re F T ARG H 1)
i, BTl bond sinking fund investment XANEH, A7EE SR H 2 M % fund Fok 2, Frbh
2/ sinking fund &%, i, HWK4£%i1=$450,000+90,000+15,000+30,000-5,000=
$580,000.

. i

S AN T S LR B AR P . RGO K R AR, SR
AR, WAKIN (KISR0 o BB EHAR ) R0E, T UUH TROHRYE . 22
s g 4 s 7, W] MG —HEH TS

R e — N B S e . TR AR, o N IRCR PRI 2 N AT 5E 4 (note receivable,
note payable), ‘E14R)E TR =/ fifii(current asset/liability). X% A% & LLE AT 2]
WA (maturity value)kih 1), WM B 75 2% B E .

WA (BN EEE 14 , AGr—FF, s 2 LAIE R T S 4A 0K i 1.

K B DU =M@ e ] e vh 5
(1). HI%RH effective interest rate +14 22405 (f) 74 DL
(2). AT ZEH BT SCAT (0 B 4 w3 Ak 2Rl T SR AT R R 4
(3). FICER A AT AR A= 1 A S E

Y2 Y AT 46 K 1O 1 o 7 U e T 2340 122 5 7 2

SR, AN SRR B DL S A R

XA T7 2 TH AR BRI 257 58— HE . FITLL, SRR I LE A i 45 T AR B S AN B . IR
AN ZE T 2 18] () 2= 404k discount/premium, {85 216 ] effective rate method S
e

Example:

Leaf Co. purchased from Oak Co. a $20,000, 8%, five year note that required five equal
annual year-end payments of $5,009. The note was discounted to yield a 9% rate to
Leaf. At the date of purchase, Leaf paid for the note at its present value for $19,485 in
cash. Leaf does not elect the fair value option for reporting its financial liabilities. What
should be the total interest revenue earned by Leaf over the life of this note?

B AT -

X H 255 T Fr A note. bond 5K T Mk ¥t~/ 74t discount/premium FEES AT AT, & —
TERCHMEIR o AR I T AT — a7 1K) 77

SR I N, e s (R WL, KH net method i &)t

Dr: | Note $19,485

Cr: | Cash $19,485
e Ve = DS N N N I 9

Dr: | Note ok

Cr: | Interest revenue *xx
4 borrower %} year-end annual payment iz, 7>5% 52

Dr: | Cash $5,009

Cr: | Note $5,009

EZEE B W5 (A58 5 % annual payment $5,009), S a#ih %, Frel, ol LSRR AR
$19,485+total interest revenue-5*$5,009=0 (#H+$5,009 GFE—1), —IL3AF 50, Frbh
T2 feLd 5)
ATl total interest revenue=$5,009*5-$19,485=%$5,560.
N MR SE, XiESH S, annual payment $5,009 BEf 45 T A4:($20,000) )4, HALFE
T A AR R (AR 4 %% 8%).
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discount sl R W~

IR, MR+ AL A=$5,009 (annual payment)
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HE S H =R I R AT*9%,  FES A= FE—HER B AL *8%
SR WK R =548 W R %1+ A E 9% H -annual payment
SR A AR FIE 2 H RS AT ARG S AT SRR IR R KB A4
$19,485.00 $20,000
$19,485.00 | $1,753.65 | $1,600.00 | $3,409.00 $16,229.65 $16,591.00
$16,229.65 | $1,460.67 | $1,327.28 | $3,681.72 $12,681.32 $12,909.28
$12,681.32 | $1,141.32 | $1,032.74 | $3,976.26 $8,813.64 $8,933.02
$8,813.64 $793.23 $714.64 | $4,294.36 $4,597.86 $4,638.66
$4,597.86 $411.89 $371.09 | $4,638.66 $0.00 $0.00
B WmEMSHLE term bond, 4B R interest expense=total interest payment +/-
total discount/premium

2. SR & AR (unstated rights and privileges)

FERX A, A< B ARG 220 1 [ I Sk SRS 17 At A I8 56 BORI (U AR I 3K borrower 17
i)o WHIEMNA A G IMAE R, XA T, B4 MW" THRRERTE: 20 OHYS TR0
SR ) AR DL SEBOR o FITLL, A BB s SEAE 534 A1 unstated rights P98 2 [ HEAT 70

Step 1, SHZHE (RHHTM unstated rights) 2 S E-

Step 2, W& BN A RN, #i2& unstated rights [FHL{H .

Example:

On January 1, year 1, Zilch Company borrowed $200,000 from its major customer,
Martha Corporation. The borrowing is evidenced by a note payable due in three years.
The note is noninterest-bearing. In consideration for the borrowing, Zilch Company
agrees to supply Martha Corporation’ s inventory needs for the loan period at favorable
prices. This last feature of the transaction is the unstated right or privilege; that is, the
ability of Martha to purchase inventory at less than regular prices.

Assume that Zilch would have to pay interest at 12% in a normal borrowing. Prepare
journal entries for the transaction of note exchange above for Zilch Company.

B RE AT -

A, SIS =4, £5$200,000, —4FJE££i4£$200,000.{H52, Zilch MfE5EH] %5 12%,
Fﬁu@m%}%ﬁﬁf)ﬂﬁfﬂ;zoo 000,1M+£$200,000*0.712 ($1 —4FHIMIM(E)=$142,400. [ T &
Pz 4h, Zilch 7kifi4y Martha 7R K147 1 R #e it favorable prices, X /& #2[¥) unstated
rights. 77 Z4E B A BEA 20 e 358 0 H A% 8% unstated rights. 1% unstated rights & &

FEDR AR 2 S I BE, E1$200,000-$142,400=4$57,600. fArLL, Zilch FI&vh49r 342
Dr: | Cash $200,000
Discount $57,600
Cr: | Bonds payable $200,000
Deferred revenue $57,600

MIXA G, FTLVE R, XSRS AL, S0 BRLEAE AR I A& DI 4 (1) T 5K
L, M2 Ll unstated rights 5231 (TZIS jirh unstated rights J& DMEBR I AT AAE BT, A T4
A 340 ) A A7 1S }MJ . W25, Zilch LL1$40,000 M4 1i$60, 000 S
W4T Marsha, J544r it

Dr: | Cash $40,000
Deferred revenue $20,000
Cr: | Revenue $60,000
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 SEHEEAEIL A AT S P I e T A
iZ%“PhafFﬁu" &MU secured transaction. sE7fEIRERE RS, KK —iKEE, ARG H)E
LS CHARTRE AR (e AE IR B AR REG &7 Edi 2O .
Step 1: v B EImAIREETEA M (fair)
WHAZ B A ZIE A R, A E R A R ES S T 2 i, B effective rate=coupon rate
Step 2: WIHSEHEIAIZEEAR UM (not fair)
R N KT R AR T A A TN
1. ZEERAEEAZE
2. EHAERAEE
3. FEEEEMAANERZERK

A2, AT LIRRHE LA R R vH 5 5540 I IR

(1). & #2245 ) goods, property, service (K2 fLE

(2). skt (1) R BE, A2 R S5 1 A et i

(3). itk (2) PR MIE, I imputed interest rate (borrower’s
incremental interest rate) it 45 1) 2245 B

ER: —fk CPA BB P ASAE—EE R PRMNSGH ER =A%, AERGHEr—. FEREHHL
AT —ANIEIRER AT DASK H SR 4 I B

Example:

Doink Co. sold a building on January 1, year 4, which originally cost $7,000,000 and
which had a book value of $4,000,000 for a $14,000,000 (face amount) noninterest-
bearing note due in three years. Since zero interest is not considered to be a fair rate of
return, the face amount of Doink’s note does not equal its present value. In Doink’s
case, the face of its note is $14,000,000. The present value of the note is the unknown
and must be calculated. Assume that Doink’s building could have been sold on January
1, year 4, for $10,000,000 in a straight cash transaction. Given the information,
prepare the journal entries for the note transaction above.

B RE AT -

HTXEBH S, ZHRAGRZEE, oo TR RS, XA ZREAGHN, FrelE € ik
H 0% 150 5245 1) effective rate. T LA B4k B HE MG (1) property A futirfl. ETrhasih, 5
YRR I AL I 228 5 Th 4 /£ $10,000,000, Jiri$10,000,000 & 250 1 2 Setifd, 7E
noncash transaction 1, AN Z I G, Frih, AR ST

Dr: | Note receivable $14,000,000
Accumulated depreciation $3,000,000
Cr: | Building $7,000,000
gain $6,000,000
Discount on note $4,000,000
XA G353 R N 2 S IR L :

(1). Bil#¥rIH=J51H (original cost)-Jkfft{E=$7,000,000-$4,000,000=$3,000,000

(2). Gain/loss=/ st ii/cash sale T LS4 - KT 15 =$10,000,000-$4,000,000=
$3,000,000

(3). Discount on note=note (152 (i - 534k A = 224 1 S T (- A 1) A e il
=$14,000,000-$10,000,000=%4,000,000

2T effective rate £ £ /b, & B PUE B0 243 R AR5 FRARSR 3] 5[0 2211 effective
rate >k &N 4 70 #2201 discount.

Example:
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On December 31, year 1, Jet Co. received two $10,000 notes receivable from
customers in exchange for service rendered. On both notes, interest is calculated on
the outstanding balance at the interest rate of 3% compounded annually and payable at
maturity. The note from Hart Corp., made under customary trade terms, is due in nine
months and the note from Maxx, Inc. is due in five years. The market interest rate for
similar notes on December 31, year 1, was 8%.
The compound interest factors are as follows:

Future value of $1 due in nine months at 3% 1.0225
Future value of $1 due in five years at 3% 1.1593
Present value of $1 due in nine months at 8% .944
Present value of $1 due in five years at 8% .680

Jet does not elect the fair value option for reporting its financial assets. At what
amounts should these two notes receivable be reported in Jet's December 31, year 1
balance sheet?

Hart Maxx
a. $ 9,440 $6,800
b. $ 9,652 $7,820
c. $10,000 $6,800
d. $10,000 $7,883
B RE AT -
M Hart B 30246, T2 IR T 1 AR, DL i Ik i 6 45 T 204001, E1$10,000.
Maxx 2248 TR T 147, By UK TN B A 12 IR R v 55 bl T3 sk I S 40 2 FH S g <K
Ji IS5 Ac# it (noncash transaction), 7 LAk SR I, it 2225 M 2 15 e 2 i
T RS B S A RAMERX T AR B TSR SR AX I pfE R, Rl T iy b 5 SRk
1777 Jet MR BIR) S PE FHT BL A & 8%, XAt/ Jet A F][¥) incremental borrowing rate. ixik
SRR 3% 4, HIFARBATE AEREEAL R, AL 5B H — I3, prel 23]
NACE —352$10,000* 1.1593=$11,593, FrlEZ#Bi(Es17$11,593%0.68=4$7,883. 1A%
FiJaik d.

1 BER

MIZEHR R A—FE, DR — 50l %A coupon rate Al effective rate (X 73 (4 AE H 0
compensating balance, discounted loan ZFHFRIE T, IXLCRFIE 1S Dl 76 BEC Hib & ).

Frik, BRARDEEm s i BiE tn compensating balance, discounted loan % lines of
credit with commitment fees 5477k 5% 2 (X L0 2 53 effective rate il contractual rate
A=), AN, PO EETT I, AT SR 2 IR S A5 FDIRGEAIT 280K DL Ak
B FE L 1Tt DK 3 — MR, BTL contractual rate 45T effective rate. SZBs[IF]E 2
F— WAl 0 st A5 R Ak g A . {H2&, f77E loan origination fee M50 F AN & X T o

Loan origination fee fif% T attorney’s fee(ffili%%), title insurance I A\ L%%.

BUATIEK T2 9% (loan origination fee) 5 {ii7# ¥ K AT A issuance cost [7ETHR DY 46
carrying value B Ab B VAN AT T AR . SRk F-222% vl LU direct ¥, AT LLJE indirect 115 FRg
& borrower &1, ] e HAT ARSI . AHPV e TP T 3K

Origination fee type Carrying amount of loan

On borrower’s book On lender’s book
Direct origination fee Deducted from principal Deducted from principal
charged to borrower
Direct origination fee N/A Added to principal
incurred by lender
Indirect origination fee 211 expense
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Example:
Assume that Bannon Bank grants a ten-year loan to VerSteiner, Inc. in the amount of
$100,000 with a stated interest rate of 8%. Payments are due monthly, and are
computed to be $1,213. In addition, Bannon Bank incurs $3,000 of direct loan
origination costs, and also charges VerSteiner a 5-point nonrefundable loan origination
fee. Calculate the beginning balance of loan receivable and loan payable for Bannon
Bank and VerSsteiner, Inc.
B RE AT -
1154 loan origination fee 4% 5 SRk W) R4, 75E5E M borrower B IV R BT 46 57
. Borrower [{I¥]I 4R %1% T 9% # A 4 -direct origination fee incurred by borrower, fillj
$100,000-$100,000*5%=$95,000. fLL borrower [{ 583 Y] 4 4i/£$95,000. %I+ lender
Keii, B4 Hi=44x-direct origination fee incurred by borrower + direct origination
fee incurred by borrower. L, SERAEHE$95,000+$3,000=$98,000.

#E: [ borrower 1 lender FSER VI RITE M Z R LLE:
Borrower: principal - borrower incurred origination fee
Lender: principal - borrower incurred origination fee + lender incurred origination fee

THEHH loan carrying amount 2 5, i ZFHARHEIX A carrying amount {85 H effective
rate. AILLKHL, borrower ] effective rate fil lender [] effective rate e AN—FEK). [7]
H, F=fEM discount il premium 75 4L ) 75 2144 1 effective rate method HEATHERY .





