Chapter 14 Review: Cost Method for Investments in Equity Securities

Coquilles Company purchased the following securities on February 3, 2007:

	Security
	Number of
	Security
	Commission
	Security

	
	securities
	price
	
	classification

	Sayees Corporation stock
	3,000 
	$10.50 
	$20.00 
	Trading

	Heintz Corporation stock
	4,000 
	$22.00 
	$9.00 
	Available-for-sale


	Instructions:

	a) Record the purchase of the Sayees Corporation and Heintz Corporation stock.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Feb. 3
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	b) Coquilles Company received a $1,600 dividend on its Coquilles Company stock. Record this event.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Dec. 1
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	c) On December 31, the market price of the Sayees stock was $21.00. The year-end market price of the Heintz stock was $21.00. Record any necessary adjustments to mark these investments to market.

	
	Account Titles and Explanations
	Debits
	Credits

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	d) On February 15, 2008, Coquilles Company sold 2,000 shares of the Sayees Corporation stock for $17.25 per share less a $30.00 commission. Record this stock sale.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Feb. 15
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Coquilles Company purchased the following securities on February 3, 2007:

	Security
	Number of
	Security
	Commission
	Security

	
	securities
	price
	
	classification

	Sayees Corporation stock
	3,000 
	$10.50 
	$20.00 
	Trading

	Heintz Corporation stock
	4,000 
	$22.00 
	$9.00 
	Available-for-sale


	Instructions:

	a) Record the purchase of the Sayees Corporation and Heintz Corporation stock.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Feb. 3
	  Investment in trading securities
	31,520 
	

	
	  Investment in available-for-sale securities
	88,009 
	

	
	          Cash
	
	119,529 

	
	
	
	

	b) Coquilles Company received a $1,600 dividend on its Coquilles Company stock. Record this event.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Dec. 1
	  Cash
	1,600 
	

	
	          Dividend income
	
	1,600 

	
	
	
	

	
	
	
	

	c) On December 31, the market price of the Sayees stock was $21.00. The year-end market price of the Heintz stock was $21.00. Record any necessary adjustments to mark these investments to market.

	
	Account Titles and Explanations
	Debits
	Credits

	Dec. 31
	  Market adjustment-trading securities
	31,480 
	

	
	          Unrealized gain on trading securities
	
	31,480 

	
	        [(3,000 x $21.00 - $31,520)]
	
	

	
	
	
	

	Dec. 31
	  Unrealized loss on available-for-sale securities
	4,009 
	

	
	          Market adjustment-available-for-sale sec.
	
	4,009 

	
	        [(4,000 x $21.00 - $88,009)]
	
	

	
	
	
	

	
	
	
	

	d) On February 15, 2008, Coquilles Company sold 2,000 shares of the Sayees Corporation stock for $17.25 per share less a $30.00 commission. Record this stock sale.

	Date
	Account Titles and Explanations
	Debits
	Credits

	Feb. 15
	  Cash [($17.25 x 2,000) - $30.00]
	34,470 
	

	
	          Realized gain on sale of trading securities
	
	13,470 

	
	          Investment in trading securities
	
	21,000 

	
	
	
	


