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Adjust



Adjust:		DR Insurance X 		O/B
			CR Prepaid Insurance	O/B
Should: 	DR Prepaid Insurance 	18m
		DR Insurance X 		6m
			CR Cash 		24m
Did:		DR Insurance X 		24m
			CR Cash 		24m
Do:		DR Prepaid Insurance 	18m
			CR Insurance X 		18 m 


Step 1: Calculate the accrued interest up to the point of the redemption:
S100,000 x .12 x (3112) = $3,000 (for the months January, February and March).

Step 2: Amortize the discount, up to the point of redemption. 
Using the remaining discount amount, and remaining life of the bonds payable since the last amortization 
(Fiscal year-end was December 31):($1,000-;. 5 years) x (3 /12) =$50

Step 3: Calculate the redemption price. The redemption price would be:
$103,000 ($100,000 X 1.03)

Step 4: Compare the redemption price to the carrying value of the bonds. 
In this case, you find a $3,950 loss was incurred on the redemption:
Carrying Value= $100,000- $950 (unamortized discount)
Redemption Price= $103,000
Loss= $103,000-$99,050 = $3,950
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