
Bonds and long-term 
Notes payable 

 
Objectives: 
 
Compare bonds versus share financing 
 
Explain the types of bonds and their issuing 
procedures 
 
Prepare entries to record bonds issued at par 
 
Determine the price of a bonds 
 
Prepare entries to prepare bonds issued at a discount 
 
Prepare entries to record bonds issued at a premium 
 
Record the retirement of bonds 
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Basics of bonds 
 
A bond is a written promise to pay an amount 
identified as the par value of the bond along with 
interest at a stated annual rate. 
 
The par value of the bond, also called the face 
amount, is paid at a specified future date known as 
the maturity date.  
 
The stated interest rate, the contract rate, nominal 
rate, or coupon rate, is quoted as an annual rate.  
 
i.e. $1,000 bond with a contract interest rate of 8% to 
be paid semi-annually.  
 
The document that specifies the issuer’s name, the 
bonds’ par value, the contract interest rate, and the 
maturity date is called a bond certificate. 
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Advantages of bonds 
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Illustration 
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Disadvantages of Bonds 
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types of bonds 
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Bond trading 
 
The offering of bonds to the public is called floating 
an issue. 
 
For convenience, bond market values are expressed 
as a percent of their face value. 
 
i.e. bond trading at 1031/2, which means they can be 
bought for 103.5% of their par value. 
 
The market rate of interest, or effective interest rate, 
is the amount of interest investors want for lending 
their money. 
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Issuing bonds between interest dates 
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Bond pricing 
Present value of a single amount 

 



Bonds chap. 17 11

 

 



Bonds chap. 17 12

 



Bonds chap. 17 13

 
 

 



Bonds chap. 17 14

 

 



Bonds chap. 17 15

 



Bonds chap. 17 16

 



Bonds chap. 17 17

 
 



Bonds chap. 17 18

 



Bonds chap. 17 19

Problems 
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