
PREPARE A DEBT AMORTIZATION SCHEDULE FOR A BOND ISSUED AT

DISCOUNT

A bond amortization schedule is a table that shows the amount of interest expense, interest payment, and discount or
premium amortization of a bond in The following steps are used to prepare the table using this method.

Multiply the face value of the bond by its stated interest rate to arrive at the interest payment to be made on the
bond in the period. The rest of the coupon payment is used to amortize the bond's premium. What is the
effective interest method of amortization? Follow 2 answers. Effective rate method of bond amortization. The
most accurate method used for this calculation is called the effective rate method. If the bond is issued at a
discount, the amount paid at maturity is more than the issue amount. If there was a discount in the period, add
the amortized amount to the beginning balance of the bond to arrive at the ending balance of the bond.
Multiply the current balance of the bond by the effective interest rate to arrive at the interest expense to record
for the period. Debt Discount Amortization - getsetcoupon. Accordingly, investors pay less than the face value
of the bonds, which increases the effective interest rate that they receive. To use this method to figure market
discount instead of OID , treat the bond as having been issued on the date you acquired it. You can use Excel
to create a bond amortization table even if you have only modest skill in using the program. The interest
expense is less with each successive interest payment. The outstanding balance book value of the bonds
declines eventually to face value. If there is a discount, calculate interest expense by adding the amortized
amount to the interest payment. Bonds were issued at a discount In the bond amortization The discount rate
used is the market rate of interest. All of these. If there was a premium in the period, subtract the amortized
amount from the beginning balance to arrive at the ending balance of the bond. The issuer must make interest
Divide the total discount or premium by the number of remaining periods in order to determine the amount to
amortize in the current period. Bonds, on the other hand, can be issued at a discount, premium, or market rate
resulting in a slightly more complex amortization schedule.


