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AC201 Fundamental Accounting

I t t i D bt d E it S itiInvestment	in	Debt	and	Equity	Securities

Investments in securities can include both debt and equity securities.  

Debt securities reflect a creditor relationship.

Equity securities result an owner relationship.

Debt Securities Equity Securities

• Financial instruments issued 
by a company that carry 
with them a promise of 
interest payments and the

• Shares of ownership in a 
corporation that can change 
significantly in value and 
that provide for a return tointerest payments and the 

repayment of principal.
that provide for a return to 
investors in the form of 
dividends.
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AC201 Fundamental Accounting

A ti B i f D bt S itiAccounting	Basics	for	Debt	Securities

Acquisition:q

Debt securities are recorded at cost when purchased.

Music City paid 30,000 Baht on Sept. 1, 20X8, to buy Mega’s 7%, 
two‐year bonds payable with a 30 000 Baht par value The bondstwo‐year bonds payable with a 30,000 Baht par value.  The bonds 
pay interest semiannually on Aug. 31 and Feb. 28.  

The bonds will be matured on Aug, 31, 20X10.

20X8 Dr. Investments in Mega bonds [A+] 30,000        

Sept. 1 Cr. Cash [A‐] 30,000        

Purchased bonds for 30,000 Baht
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A ti B i f D bt S itiAccounting	Basics	for	Debt	Securities

Interest earned:

Interest revenue for investments in debt securities is recorded when 
earned.

On Dec 31 20X8 at the end of its accounting period Music CityOn Dec. 31, 20X8, at the end of its accounting period, Music City 
accrues interest receivable in the adjustment process.

20X8 Dr. Interest receivable [A+] 700              [ ]

Dec. 31 Cr. Interest revenue [REV+, E+] 700              

Accrued interest earned (30,000 x 7% x 4/12)

• Interest revenue • Investments in• Interest revenue

•700 Baht

• Investments in 
bonds

•30,000 Baht 

• Interest receivable

• 700 Baht

Statement of 
income

•700 Baht

Statement of 
Financial 
Position 4



AC201 Fundamental Accounting

A ti B i f D bt S iti

Interest received:

Accounting	Basics	for	Debt	Securities

On Feb. 28, 20X9, Music City records receipt of semiannual interest for 
1,050 Baht.

20X9 Dr Cash [A+] 1 05020X9 Dr. Cash [A+] 1,050          

Feb. 28 Cr. Interest receivable [A‐] 700              

Interest revenue [REV+, E+] 350              

Disposition:

Received six months' interest on bonds

p

When the bonds mature, the proceeds are recorded.  

20X10 Dr. Cash [A+] 30,000        

Aug. 31 Cr. Investment in Mega bonds [A‐] 30,000        

Received cash from matured bonds
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A ti B i f E it S itiAccounting	Basics	for	Equity	Securities

Acquisition:q

Equity securities are recorded at cost when acquired, including 
commissions or brokerage fee paid. 

Music City purchases 1 000 shares of Sage’s ordinary share at parMusic City purchases 1,000 shares of Sage s ordinary share at par 
value for 86,000 Baht on Oct. 10, 20X8.

20X8 Dr. Investments in Sage stock [A+] 86,000        

Oct. 10 Cr. Cash [A‐] 86,000       

Purchased 1,000 shares of common stock
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AC201 Fundamental Accounting

A ti B i f E it S itiAccounting	Basics	for	Equity	Securities

Dividend earned:

Any cash dividends received are credited to Dividend revenue and 
reported in the Statement of income.  

On Sept 30 Music City receives 1 720 Baht cash dividend on sharesOn Sept. 30, Music City receives 1,720 Baht cash dividend on shares.  

20X8 Dr. Cash [A+] 1,720          

Sept. 30 Cr. Dividend revenue [REV+, E+] 1,720         p [ , ] ,

Received dividend of 1.72 Baht per share

• Dividend 
revenue

• Investments 
in sharerevenue

• 1,720 Baht

Statement of 

in share

• 86,000 
Baht 

Statement of 
Financial

income
Financial 
Position
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A ti B i f E it S itiAccounting	Basics	for	Equity	Securities

Disposition:p

When the securities are sold, sale proceeds are compared with the cost, 
and any gain or loss is recorded.  

On Jan 20 20X9 Music City sells 500 shares for 45 000 Baht cashOn Jan. 20, 20X9, Music City sells 500 shares for 45,000 Baht cash.  

20X9 Dr. Cash [A+] 45,000        

Jan. 20 Cr. Investment in Sage stocks [A‐] 43,000       

Gain on sale of investment in stocks [REV+, E+] 2,000          

Sold 500 shares of common stock (86,000 x 500/1,000)
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AC201 Fundamental Accounting

C t i f I t tCategories	of	Investments

Investments in the Securities of Other Companies:p

Debt Securities Equity Securities

20 50% f
Debt 
Securities

<20% of 
Outstanding 
h

20‐50% of 
Outstanding 
share

>50% of 
Outstanding 
h

• Passive
share

• Passive

share

• Significant 
influence

share

• Control

Passive or noninfluential investment
Investment with 

significant influence
Investment with 

control
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Cl ifi ti d R ti f I t tClassification	and	Reporting	of	Investments

Held‐to‐
maturity
Held‐to‐
maturity

TradingTrading
Available‐
for‐sale

Available‐
for‐sale

Significant 
influence
Significant 
influence

Controlling 
influence
Controlling 
influence

Noninfluential Investments

maturitymaturity

Debt and 

for salefor sale influenceinfluence

Equity

influenceinfluence
Debt only Debt or Equity Debt or Equity Equity only Equity only

Debt 
securities 

intended to be 
held until 

noninfluential
equity 

securities  
(<20%) that 

Debt and 
noninfluential

equity 
securities  

Equity 
securities 
(20%‐50%) 

with 
significant

Equity 
securities 
(>50%) with 
controlling 

maturity
( )
are actively 
traded

(<20%)
significant 
influence

g
influence

Amortized 
cost

Market value Market  value
Equity 
method

Consolidated 
financial 

statementsstatements
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AC201 Fundamental Accounting

Cl ifi ti f I t t i D bt S itiClassification	of	Investment	in	Debt	Securities

Noninfluential
Investments: 

Noninfluential

Trading Securities

Noninfluential
Investments: 

Held‐to‐Maturity 
Securities

Investments: 

Available‐for‐Sale 
Securities

Debt 
Securities
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Cl ifi ti f I t t i E it S itiClassification	of	Investment	in	Equity	Securities

Noninfluential
Investments:

Investments with 
Investments: 

Available‐for‐Sale 
Securities

Significant Influence: 

Equity Method

Investments with 

E it

Noninfluential
Investments: 

Trading Securities

Controlling Influence: 

Consolidated 
Financial Statements

Equity 
Securities

12



AC201 Fundamental Accounting

R ti f N i fl ti l I t tReporting	of	Noninfluential Investments

Companies must value and report most noninfluential investments at fair p p
market value.  

The exact requirements depend on whether the investments are 
classified as 

(1) held‐to‐maturity, 

(2) trading, or 

(3) il bl f l(3) available‐for‐sale.
Trading 
securities

Debt or equity 
securities

Noninfluential
Investments

Held‐to‐
maturity 
securities

Available‐
for‐sale 
securities

Debt securities 
ONLY

Debt or equity 
securitiessecurities

13
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H ld t M t it S itiHeld‐to‐Maturity	Securities

Held‐to‐maturity securities are debt securities a company intends and is y p y
able to hold until maturity.  Intent and Ability

Classification: Current VS Noncurrent

They are reported in current assets if their maturity dates are withinThey are reported in current assets if their maturity dates are within 
one year or the operating cycle, whichever is longer.  

HTM securities are reported in long‐term assets when the maturity 
dates extend beyond one year or the operating cycle whichever isdates extend beyond one year or the operating cycle, whichever is 
longer.

All HTM securities are recorded at cost when purchased, and interest 
revenue is recorded when earnedrevenue is recorded when earned.  

The portfolio of HTM securities is reported at amortized cost.  

14



AC201 Fundamental Accounting

H ld t M t it S iti (C t )Held‐to‐Maturity	Securities	(Cont.)

Acquisition:q

On Jan. 1, 20X1, Music City purchased a 10%, 5‐year, 500,000 Baht bond 
issued by Phoenix Corp.  The interest payments are made semiannuallysemiannually.  
Assume the effective rate is 12%.

N = 10, I = 6%, PMT = 25,000, FV = 500,000  PV = 463,199

20X1 Dr. Investments in Phoenix Bonds ‐ HTM [A+] 463,199    [ ]

Jan. 1 Cr. Cash [A‐] 463,199     

Purchased Phoenix bonds to be held as HTM

Discount on Investment in Bonds 
= 500,000 – 463,199 

= 36,801

Amortized 
over bond’s 

life
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H ld t M t it S iti (C t )Held‐to‐Maturity	Securities	(Cont.)

Amortization of Premium or Discount on Investments in Bonds:

Effective‐Interest Amortization: 

A method of systematically writing off a bond premium or discount 
that takes into consideration the time value of money and results inthat takes into consideration the time value of money and results in 
an equal rate of amortization for each period 

Straight‐Line Amortization: 

A th d f t ti ll iti ff b d di t i

Preferable

A method of systematically writing off a bond discount or premium 
in equal amounts each period until maturity

16



AC201 Fundamental Accounting

H ld t M t it S iti (C t )Held‐to‐Maturity	Securities	(Cont.)

A B C D E F

Semiannual Carrying Semiannual Semiannual Amortization Unamortized CarryingSemiannual 

Interest 

Period

Carrying 

Amount at 

Beginning of 

Period

Semiannual 

Interest 

Revenue at 

12% to Be

Semiannual 

Cash Interest 

Receipt at 

10% (500,000

Amortization 

of Discount 

in 

Investment

Unamortized 

Discount at 

End of Period 

(E‐D)

Carrying 

Amount at 

End of Period 

(A‐D)Period 12% to Be 

Recorded 

(12% x 6/12 x 

A)

10% (500,000 

x 10% x 6/12)

Investment 

in Bonds

(B‐C)

(E D) (A D)

)

0 36,801.00       463,199.00    

1 463,199.00     27,791.94       25,000.00       2,791.94         34,009.06       465,990.94    

2 465 990 94 27 959 46 25 000 00 2 959 46 31 049 60 468 950 402 465,990.94     27,959.46     25,000.00     2,959.46        31,049.60       468,950.40    

3 468,950.40     28,137.02       25,000.00       3,137.02         27,912.58       472,087.42    

4 472,087.42     28,325.25       25,000.00       3,325.25         24,587.33       475,412.67    

5 475 412 67 28 524 76 25 000 00 3 524 76 21 062 57 478 937 435 475,412.67     28,524.76     25,000.00     3,524.76        21,062.57       478,937.43    

6 478,937.43     28,736.25       25,000.00       3,736.25         17,326.33       482,673.67    

7 482,673.67     28,960.42       25,000.00       3,960.42         13,365.91       486,634.09    

8 486,634.09     29,198.05     25,000.00     4,198.05        9,167.86         490,832.14    

17

8 86,63 09 9, 98 05 5,000 00 , 98 05 9, 6 86 90,83

9 490,832.14     29,449.93       25,000.00       4,449.93         4,717.94         495,282.06    

10 495,282.06     29,717.94       25,000.00       4,717.94         ‐                  500,000.00    

AC201 Fundamental Accounting

H ld t M t it S iti (C t )Held‐to‐Maturity	Securities	(Cont.)

Amortization:

20X1 Dr. Investments in Phoenix Bonds ‐ HTM [A+] 2,792          

Jun. 30 Cash [A+] 25,000        

Cr. Interest revenue [REV+, E+] 27,792       

Recorded Interest revenue

Disposition:

Amortization of discount on investment in bonds increases investment in bonds balance.

Disposition:

20X5 Dr. Cash [A+] 500,000     

Dec. 31 Cr. Investment in Phoenix Bonds ‐‐ HTM [A‐] 500,000    ec 3 C est e t oe o ds [ ] 500,000

Recorded bonds maturity
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T di S itiTrading	Securities

Trading securities are debt and equity securities that the company intends g q y p y
to actively manage and trade for profit.

Frequent purchases and sales are expected and are made to earn profits 
on short‐term price changes.p g

Valuing and reporting trading securities:

The entire portfolio of trading securities is reported at its market value; 
this requires a market adjustment from the cost of the portfoliothis requires a market adjustment from the cost of the portfolio.

The term portfolio refers to a group of securities.  

Any unrealized gain (or loss) from a change in the market value of the 
f li f di i i i d h S f iportfolio of trading securities is reported on the Statement of income.
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T di S iti (C t )Trading	Securities	(Cont.)

Acquisition:q

On Nov. 1, 20X8, Music City purchased a portfolio of trading securities at 
a total cost of 11,500 Baht.

d [ ]20X8 Dr. Investment in trading securities [A+] 11,500        

Nov. 1 Cr. Cash [A‐] 11,500        

Purchased common stock to be held as trading securitiesPurchased common stock to be held as trading securities
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AC201 Fundamental Accounting

T di S iti (C t )Trading	Securities	(Cont.)

Adjustments:j

Music City’s portfolio of trading securities had a total cost of 11,500 Baht 
and a market value of 13,000 Baht on Dec. 31, 20X8, the first year it held 
trading securities.g

The difference between the 11,500 Baht cost and the 13,000 Baht 
market value reflects a 1,500 Baht gain.

It is an unrealized gain because it is not yet confirmed by actualIt is an unrealized gain because it is not yet confirmed by actual 
sales.

The market adjustment for trading securities is recorded with 
an adjusting entry at the end of each period to equal thean adjusting entry at the end of each period to equal the 
difference between the portfolio’s cost and its market value. 

20X8 Dr. Allowance to value at market ‐‐ Trading  1,500             g ,

Dec. 31 [Asset adjustment account+, A+]

Cr. Net unrealized holding gain/loss  1,500              

‐‐ Trading [REV+ E+] Trading [REV+, E+]

To reflect an unrealized gain in market values of trading securities
21
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T di S iti (C t )Trading	Securities	(Cont.)

Statement of Financial Position Dec. 31, 20X8

• Investment in trading securities (at cost)  11,500 Bahtg ( ) ,

• Add: Allowance to value at market – Trading  1,500 Baht

• Investment in trading securities (at market)  13,000 Baht

• OR

• Investment in trading securities

• (at market; cost is 11 500 Baht) 13 000 Baht• (at market; cost is 11,500 Baht)  13,000 Baht

Statement of Income for 20X8

• Net unrealized holding gain/loss – Trading  1,500 Baht

22
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A il bl f S l S itiAvailable‐for‐Sale	Securities

Available‐for‐sale securities are debt and equity securities not classified as f q y
trading or held‐to‐maturity securities.  

AFS securities are purchased to yield interest, dividends, or increases in 
market value (called capital gain).  ( p g )

If the intent is to sell AFS securities within the longer of one year or 
operating cycle, they are classified as short‐term investments.  
Otherwise, they are classified as long‐term.Otherwise, they are classified as long term.

Valuing and reporting available‐for‐sale securities.

As with trading securities, companies adjust the cost of the portfolio of 
AFS securities to reflect changes in market valueAFS securities to reflect changes in market value.  
Any unrealized gain (or loss) for the portfolio of AFS securities is one 
component of other comprehensive income (OCI), which is reported in 
St t t f C h i I It i l t d i itStatement of Comprehensive Income.  It is also reported in equity 
section of the Statement of Financial Position.
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A il bl f S l S iti (C t )Available‐for‐Sale	Securities	(Cont.)

Adjustments:j

The company must record year‐end adjusting entry to record the market 
value of these investments.

Cost and market value of the investments in bonds and shares onCost and market value of the investments in bonds and shares on 
Dec. 31, 20X8 are as follows:

Cost Market Value Unrealized 

Gain (Loss)

Improv bonds 30,000 29,050 ‐950

Intex common stock, 500 shares 43,000 45500 2,500

Total 73,000 74,550 1,550

20X8 Dr. Allowance to value at market ‐‐ AFS  1,550              

Dec. 31 [Asset adjustment account+, A+]Dec. 31 [Asset adjustment account+, A+]

Cr. Net unrealized holding gain/loss  1,550              

‐‐ AFS [OCI+, E+]

To reflect an unrealized gain in market values of AFS securitiesTo reflect an unrealized gain in market values of AFS securities
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A il bl f S l S iti (C t )Available‐for‐Sale	Securities	(Cont.)

A tAssets

• Investment in AFS securities (at cost)  73,000 Baht

• Add: Allowance to value at market – AFS  1,550 Baht

• Investment in AFS securities (at market) 74,550 Baht

• OR• OR

• Investment in AFS securities (at market, cost is 73,000 Baht)  74,550 Baht

LiabilitiesLiabilities

• None

Equity

OCI N li d h ldi i /l AFS• OCI: Net unrealized holding gain/loss – AFS 
1,550 Baht

25
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A il bl f S l S iti (C t )Available‐for‐Sale	Securities	(Cont.)

Adjustments (Cont.): j ( )

Assume that at the end of its next calendar year (Dec. 31, 20X9), Music 
City’s portfolio of investments in AFS securities has an 81,000 Baht cost 
and an 82,000 Baht market value.  ,

20X9 Dr. Net unrealized holding gain/loss  550                 

Dec 31 ‐‐ AFS [OCI‐ E‐]Dec. 31  AFS [OCI , E ]

Cr. Allowance to value at market ‐‐ AFS 550                 

[Asset adjustment account‐, A‐]

To reflect an unrealized loss in market values of AFS securitiesTo reflect an unrealized loss in market values of AFS securities

B/L 12/31/08 1,550 Adj. 12/31/09 550

Allowance to value at market ‐‐ AFS

Adj. 12/31/09 550 B/L 12/31/08 1550

Net unrealized Holding Gain/loss ‐‐ AFS (B/S)

B/L 12/31/09 1,000 B/L 12/31/09 1,000
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Financial	Statement	Presentation	– Investment	in	Debt	and	
Equity	Securities

Statement of Comprehensive Income Statement of Financial PositionStatement of Comprehensive Income

• Revenue

Statement of Financial Position

• Assets

• Interest revenue

• Dividend revenue

• ‐ Expenses

• Investment in TS (@Mkt value)

• Investment in AFS (@Mkt value)

• Investment in HTM (@Amortized cost)Expenses

• +/‐ Unrealized holding G/L – TS

• = Profit or loss 

Investment in HTM (@Amortized cost) 

• Liabilities

• Equity

• Share capital 

• Retained earnings

• Unrealized holding G/L ‐‐ AFS

+/‐ Other comprehensive income

OCI#1: Unrealized holding G/L AFS Unrealized holding G/L  AFSOCI#1: Unrealized holding G/L ‐‐ AFS
OCI#2:
OCI#3:
OCI#4:

27
= Total comprehensive income

OCI#4:
OCI#5:

Example of Financial Statement 
Presentation & Disclosure: 

Investments
[Source: www.farmhouse.co.th]
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Example of Financial Statement 
Presentation & Disclosure:
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Presentation & Disclosure: 
Investments

[Source: www.scg.co.th]
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