Questions
1. Distinguish between the following interest rates for bonds payable:
(a) Yield rate. 
(b) Nominal rate. 
(c) Stated rate. 
(d) Market rate. 
(e) Effective rate. 
2. Distinguish between the following values relative to bonds payable
(a) Maturity value.
(b) Face value.
(c) Market (fair) value.
(d) Par value.
3. Under what conditions of bond issuance does a discount on bonds payable arise? Under what conditions of bond issuance does a premium on bonds payable arise? 
4. How should discount on bonds payable be reported on the financial statements? Premium on bonds payable? 
5. Will the amortization of Discount on Bonds Payable increase or decrease Bond Interest Expense? Explain. 

BE
BE14-2 (L01) The Colson Company issued $300,000 of 10% bonds on January 1, 2017. The bonds are due January 1, 2022, with interest payable each July 1 and January 1. The bonds are issued at face value. Prepare Colson’s journal entries for (a) the January issuance, (b) the July 1 interest payment, and (c) the December 31 adjusting entry.
BE14-3 (L01) Assume the bonds in BE14-2 were issued at 98. Prepare the journal entries for (a) January 1, (b) July 1, and (c) December 31. Assume The Colson Company records straight-line amortization semiannually. 
BE14-4 (L01) Assume the bonds in BE14-2 were issued at 103. Prepare the journal entries for (a) January 1, (b) July 1, and (c) December 31. Assume The Colson Company records straight-line amortization semiannually. 
BE14-11 (L03) Samson Corporation issued a 4-year, $75,000, zero-interest-bearing note to Brown Company on January 1, 2017, and received cash of $47,664. The implicit interest rate is 12%. Prepare Samson’s journal entries for (a) the January 1 issu-ance and (b) the December 31 recognition of interest. 

Exercise
E14-1 (L01) (Classification of Liabilities) Presented below are various account balances of K.D. Lang Inc. 
(a) Unamortized premium on bonds payable, of which $3,000 will be amortized during the next year. 
(b) Bank loans payable of a winery, due March 10, 2021. (The product requires aging for 5 years before sale.) 
(c) Serial bonds payable, $1,000,000, of which $200,000 are due each July 31.
(d) Amounts withheld from employees’ wages for income taxes. 
(e) Notes payable due January 15, 2020. 
(f) Credit balances in customers’ accounts arising from returns and allowances after collection in full of account. 
(g) Bonds payable of $2,000,000 maturing June 30, 2018. 
(h) Overdraft of $1,000 in a bank account. (No other balances are carried at this bank.) 
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