Financial Reporting BMBM5011
Financial Instruments
Question 2
Instructions
What adjustments must be made in the financial statements for the year ended 31 December 2019 relating to the following financial instrument:
[bookmark: _GoBack]The company issued 5.9% bonds with a nominal value of £16,000 at par on 1st January 2017.  Redemption is at a premium of £4,000 in 5 years, and the effective rate of interest is 10%. 
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W1  5.9% Bonds

Year Period start

Financial 

Cost at 10%

 @ 5.9% 

Bond rate

Period end

2017 16,000 1,600 -944 16,656

2018 16,656 1,666 -944 17,378

2019 17,378 1,738 -944 18,171

2020 18,171 1,817 -944 19,044

2021 19,044 1,904 -944 20,005

[= 16,000 + 4,000]


