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Bond retirement. 
 
The carrying value of bonds at maturity will always 
equal their par value. 
 
2005 
Dec. 31 

Bonds payable 
    cash 

100,000 
             100,000 

 To record retirement of 
bonds at maturity 

 

 
Bond retirement before maturity 
 
Companies wish to retire some or all of their bonds 
prior to maturity. For instance, if interest decline 
significantly, a company may wish to replace old 
high-interest paying bonds with new low-interest 
bonds. Two common ways: 
 

1. Exercise a call option, or 
2. Purchase them on the open market. 
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Accrued interest plus equal principal payments 
 
To illustrate, let’s assume the $60,000, 85 note 
requiring six payments at the end of each year equal 
to accrued interest plus $10,000 of principal.  
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Equal total payments 
To make a series of six equal payments of $12,979 
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Problems 

 
 


