Quick Question On Dividend Of Common Stock

The Earth Corporation has 10,000 shares of $10 par common stock outstanding,
and 1,000 shares of $100 par 10% cumulative preferred stock outstanding and
callable at 105. The Board of Directors voted on December 15 of year one

to pay on March 15 to stockholders of record as of February 10, a preferred
stock dividend and a 10% dividend of common stock. Even though the company
was unable to pay a cash dividend, its common stock was still selling for $11
per share. Make the required Journal Entries.

DATE ACCOUNT TITLE AND DESCRIPTION PR DEBIT CREDIT
Dec. 15 Retained Earnings($100) (.10) (1,000) 10,000
Preferred Stock Dividend Pavyable 10,000
Dec. 15 Retained Earnings (10,000) (.10) ($11) 11,000
Common Stock Dividend 10,000

to be distributed

Contributed Capital in Excess 1,000

of Par, Common Stock

March 15 Preferred Stock Dividend Pavable 10,000
Cash 10,000
March 15 Common Stock Dividend 10,000

to be distributed

Common Stock 10,000




