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Questions, Exercises, Problems, and Cases 571

7.10 Convertible Debt under IFRS and U.S. GAAP. ARTL Company issued TR
3%, 10-year convertible bonds on January 1, 2013, at their par value of $500 million. Each $1,000

bond is convertible into 40 shares of ARTL’s $1 par value common stock. Use the template below

to show the finandil statement effects under U.S. GAAP and IFRS of the following transactions.

a. Original issue (For the IFRS treatment, assume that ARTL would have borrowed at 8% if it
did not offer a conversion privilege.)

b. Recognition of one year's interest effect
<. Conversion of the bonds when a share of ARTL common stock trades at $30
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Q 7.11 Bonds Issued with Detachable Warrants. Assume that Motorola, Inc,  [X3EEY

issues bonds with a face value of $10,000,000 for $9,200,000. The bonds have detachable war-
rants that may be traded in for shares of common stock. Assume that immediately after issue,

bonds with warrants detached trade for $9,000,000; the warrants, for $400,000. Use the tem- [y prmEry .
3 plate below to show the financial statement effects at the date of issue.
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