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Question 1 (7 points)

NAT Compafxy pumha@ an assembly line (machinery) for $950,000 on April 1, 2012, The
truck was assigned an estimated useful life of 10 years and has a residual value of $50,000.

a- ;::ln;pute depreciation expense using the straight line method for the years 2012 and

Depex fytw = 350 o 50 000 - 90 0 @r yeor
o
dep eXp 207 < Qowee> X 3 = £7.500

Dﬁﬁﬂxﬂp I3 = a0  00s

aaie 28 N s
. Q O Asancedn AalibC: ASBOCC! Al <
PRS- ot L LR T —— dey ) Vaaling? e

........

b- Compute depreciation expense using the double-declining-balance method for the years
20112 and 2013,

ds operated for 6,000 hours in

¢~ 1f the machinery hhd a useful life of 120.0?0 hotm; and wis by
2012, and 8,000 hours in 2013, Compute dep) p K activity j

method for the years 2012 and 2013,

; ,-B(CVM_J 2 T

okt W o -
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Accounting for Current Liabilities L i %ﬁ/ L)

lllustration: First National Bank agrees to Iend[$100.000 ;n

September 1, 2014, if(Cole Williams Co) signs a $100,000,
1 2% four-month)note maturing onJanuary 1.

“Instructions
~ a) Prepare the entry on September 1%

\\ b) Prepare :\e adjusting entry on Dec. 31, assuming
djusting entries have not been made.

\ monthly .
c) Prepare the entry at maturity (Jan. 1, 2015).

LO 2 Describe the accounting for notes payable.

S TEw

Accounting for C

lllustration: First Natione

September 1. 2014, if(Cols
our-month note mat

—~—Instructions

™\ a) Prepare the entry on

\\b) Prepare tthe adjustin
\ monthly adjusting en

Al Demnnmava hia abe. s

Rie  nbuzl  how o b
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EX

Contingent Liabilities

wayant~ kg ba'h'y

S0XK0

QO expects that 500 unitg
repair costs will average-3$d

Eho\ Warranty Expense
— Warranty Liability

lllustratlon Denson venson Manufacturing Com §10 000
washers and dryers at an average price 3600

= sellmg price includes a one-year warranty on parts. Denaon

Il be defective and that warranty

0 $80 per unit. In 2014, the company
honors warranty contracts on" 300 units, at a total cost of
$24,000. At December 31, compute the estimated warranty
liability. Make the required adjusting entry.

40,000

=h0 J00 4,
M 4S5 45
( so) rpﬂ)

40,000

Jwarves M;u‘y.— 2 poef
Vepen” ,Daftr /m/m/{/a/’v 2h cof - Yo zco J
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Illustration: Prepare the entry to record the investment of
A. Rolfe.
Cash 8,000
Equipment 4,000
A. Rolfe, Capital 12,000
Prepare the entry to record the investment of T. Shea.
Cash 9,000
Accounts Receivable 4,000
AIIowanJ;s for Doubtful Accounts 1,000
T. Shea, Capital 12,000
e Cash 17000 -
o AR 4000 — LS (sl gzt
e Equipment 4000
e Allowance for Doubtful Accounts 1000
e Rolfe capital 12000
e Shea capital 12000

//\IbWﬂ/)@—e cr %Ja/f OL{leu:Lél (1920
(bard L ol
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Ex 122

A B C E F G
1 |E12-2 K. Decker, $. Rosen, and E. Toso are forming a partnlership. Decker is transferring
2 /550,000 of personal cash to the partnership. Rosen owns land worth $15,000 and a small :
3 building worth $80,000, which she transfers to the partnership. Toso transfers to the partnership I Ga
4 |cash of $9,'000' accounts receivable of $32,000, and equ1pm'ent worth $39,000. The il 50l
5 |partnership expects to collect $29,000 of the accounts receivable.
6 Instructions ,fd—«n
7 |(a) Prepare the journal entries to record each of the partners’ investments.
8 (b) What amount would be reported as total owners’ equity immediately after the investments
9
10 >
1 |1- Cash 50,000 5’6,07@%6
12y Decke's Capital 50,000 j ~ (
; A B C E F G
7 ity
15 | 2- Land 15,000
16 Building 80,000
17 Rosen's Capital 95,000
18
19 3- Cash 9,000
20 Acconts Receivable 32,000
21 Equipment 39,000
22 Allowance for doubtful accounts 3,000
23 Toso's capital 77,000y
24
) /]5%5 9517 44 gf all  Faviness
- Lobilhs  hooms Ry ol LN
Cash 59000
Land 15000 o
Building 80000 _>one ﬁumg %
A/R 32000
Equipment 39000
A.F.D.A 3000
Deckers capital 50000
Rosen capital 95000
Toso capital 77000
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Required: Sl
*Divide the Net income botw«n the partners (using the different ways givcn
below).

*Prepare the closing entries for the accounts on 31-12-2020, o
-3 for dividing and closlng the Income Summary account, use only the

&lﬂthod SV |

Aw

-

Answer: tjot lncomo for thc’Vur = 120,000 - 60,000= $ 60,000.
This Is to be dlvldcd ls follows. ’

- ViIRTnod 1° 1 . L ) ' u " DT give a spe 'Ic method fo ',fuu'm

Eath one will get 1/3 of the net income, that is $ 20,000 to each partmr. S

‘ VIetnoo ncome to be divided in a fixed R Aanmad (4U%), -

'so in this case ~ Ahmad’s Share = 40%* 60,000= $ 24,000
0 i Hani's Share= 40% * 60,000= $ 24,000
Rami’s Share= 20% * 60,000= $ 12,000

I

1220 , e 0
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Metod |

4 i Cophel Y| o 210 < 2b% TV rpansn
SHe "
o iy il B s b Guo
e Sl e Bapllh A pandlpziluls

Dr
« Inaome §umm0f7

A
Nhwmead Copired 24 Koo <
Hard @p;’/a/ |9 300 ¢
Fumd Cap/)w( )y 200 ¢

Nsume. WW hod @ pet b= of 40 ool

_when we Ldedate 0SS [(O] wr for
fiégehie.

Method 5: If artners are given salaries as follows: S

12.000, then the are given: 10% interest on their beginni i
remaining in a fixed ratio of : A (40%). H (30%) and R (30%)
Division of Net Income table

Assume the company had a Net LOSS of $ 40,000

)

Q,L W} o ILS
s bl

Item Ahmad Hani Rami Total
A\ /
Income to be divided ~(40,000)
Salaries to Partners 20,000 15,000 12,000 \”(47.000) ¢
Remaining after Salaries "\(87,000)
Interest on beginning capitals 6,000 4,000 2,000 | *{12,000)¢
(10%) 10%%60,000 | 10%°40,000 | 10%*20,000 v i
Remaining after interest (99,000)
N
tio: Ve, [%4(39,600) | (29,700) | (29,700) (99,000))—
e M by (gs.o;orm (99000130% | (99,0001%30% & N
Share of each partner (13,600) | (10,700) | (15,700) 0

the
Note that the total shares must be equal to
Net Income that W= S d= -40,000.
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Dr
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Mekrod S only
AHR Partnership
Statement of Partners’ Capital
For the year Ended Dec31, 2020
Ahmad Hani Rami Total

Beginning capitals (1-1-2020) T 60,000 | 40,000 | 20,000~ 120,000
Add: bgw"j = [
Additional Investments 0 0 0 0
Share of Net income (case 5) 26,400 | 19,300 14,300 60,000
Subtotal 86,400 59,300 34,300 180,000
Less:
Partners Drawings LL.QQQ) 9 {‘_—1—0—0—01 15.000) .
Ending Capital (31-12-2020) 82,400 | 59,300 | 33,300 | 175,000

2 Endwg Copired
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+ ENY Gle

-Entry of Mew /%Wr‘ @Bj farzhase of /.m?;’d hem an eXisring WG
L@ Z%jln\/eaﬁy,&ssds bsually dash., Inko Fhe Ecstm st

08y Firchase o 13z B an Oising B/

otdl Cm@yCapi}a\ Do NOT Change.
 fePoe  Shares beliveen Hyiners

.asJ.sgqu(....asa«x,&mﬂu,,q\)lt,- @gb@m\tpjﬂ Gpital lgdzais qu}p‘w%
. Only Entry Neded isdo veplace Sholes Sod £ bowgpt

ary%ﬁ’dx 1S Qﬁwalfg R@.’ofé j’fw&__i.ug,,r,\\uﬂ aa}lCLﬁm\@_,:A\ U bt eSS

Ly old farner Gapikal
Cx New fariner Capital

ot ran D i oS aes o el b2

") Bj InvesﬁyAssds (osually cash), ko the Citing ot
.}/O)’a) [m’ﬂ @ @P/}a/ C@C R _J,'&)@ CQPLMJI Fr

. Inctesse  ( Tokal (apikD Equﬁ
[hae i 5 caces inTheS 7?/3’(; of odmission of rewfBriner

Case. Ty New Fartrer jnes an anvuapdly eqal 4o e

capiyal Share p be recoriedd /oié’q him in
e Campay

61 e.g: if Kamel wants to enter this company, by investing $ 25,000 cash, and gets 20% ownership share (capital).

Total old capital= 100,000
Total New Capital= 100,000+25,000 = 125,000

STUDENTIS-HUBXBR;amel=  20%X125,000=| 25,090} 12 4oq By: DianaHajAli




I;/Wr@ :
Cosh 25 (0%
New powtnar~ Capivdl 25 Q0§

(5 ) D M Lot Inilest anameunt-nve han e apiel
(Hwe)do be 1ecodld B ham in L Comany

BonudsTo Old Zrines

e gla Ol e (oplale O) Od frtners d»\o_»_a)s Aol

New? Falindl’ st anamount- leco e de Capial
Ca% > %@0‘0 be fecodsd Ay him ip W@mfbmﬂ Qp

. Bons 10 New Hgner

=S\ s Gazsd ol Cooh L Gas olise

121 e.g: if Kamel wants to enter this company, by investing $ 25,000 cash, and gets 40% ownership share (capital).

122 Assume profit/ loss division Ratio is A 40% : S 30% : M 30%
123

Total old capital= 100,000

Total New Capital= 100,000+25,000 = 125,000
124) Share of Kamel= 40% X 125,000 = 50,000
A S M
Bonus to NEW partner= 50,000 - 25,000 = 25,000 Allocated 40%*25,000 30%*25,000 30%*25,000
10,000 7,500 7,500

e (apld U,,D,/((\-JL-A:;_ Sle) Cur B pdl C,‘L,@g Lz)
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PlLe o

D
1 |* P12-4A At April 30, partners’ capital balances in PDL Company are G.'Donley $5E,000,.
. Crlamar'$48,000; and JoPinkston:$18,000. The income sharing ratios are 5:4:1, respectively.
3 On May 1, the PDLT Company is formed by admitting J. Terrell to the firm as a
4 partner.
s Instructions
¢ (A) Journalize the admission of Terrell under each of the following independent assumptions.
7 &
s (1) Terrell purchases 50% of Pinkston’s ownership interest by paying Pinkston $16,000
9 in cash.
10 Pinkston Capital 9,000
11 Terrel capital 9,000

E F G

- @/Xd‘ivefy_;a@o .s\-a»SULW‘Q"jL@
54 5 sor hoz - 107

T Rihase 507 P Fnkshon’s ownwréhp infesest ;
Ptfni:el'on )6 00 P @ /%\ﬂ)

13 :éw %
¥ avar } o kslon Chpilal qooo ¢
qoodyels s (s Tetiel  capitel Qoo $

16 ponds !

2\ Tetfel Fitthate 3557 \amars qonesSip whitd by puying

emac 15 0008\ (99
lownar”  Copital 16 ceo b
Tetel  capita 60004
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16 Terrell capital 16,000

17

16 (3) Terrell invests $62,000 for a 30% ownership interest, and bonuses are given to the

19 old partners.

20 New capital= old cappital + 62,000= 118,000+ 62,000= 180,000

21 Share given to Terrell= 30% X 180,000 = 54,000

S |

23 Allocated as : Donley (8,000 X (5/10))= 4,000, Lamar (8,000 X (4/10))= 3,200, Pinkston (8,000 X(1/10))= 800

24

22
s

|Cash 62,700 |
% Terrell capital 54,000
27 Donely capital 4,000
=l Lamar capital 3,200

Bonus 4o old Frinars.

31 (4) Terrell invests $42,000 for a 30% ownership interest, which includes a bonus to
32 the new partner.

13 New capital= old cappital + 42,000= 118,000+ 42,000= 160,000
:4|Share given to Terrell= 30% X 160,000 = 48,000

3 Allocated as : Donley (6,000 X (5/10))= 3,000, Lamar (6,000 X (4/10))= 2,400, Pinkston (6,000 X(1/10))= 600
37

s Cash 42,000

30 Donely capital 3,000

40 Lamar capital 2,400

41 Pinkston capital 600

V%
Bows for new Rrinas
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Balance Sheet Cash A/R
Assets Liabilities Dr CR Dr CR
Cash 5,000 Notes Payable 15,000 5,000 15,000 A
A/R 15,000 Accounts Payable 16,000 75,000 15,000 \0\) ]
Inventory 18,000 Partners' Capitals: 31,000 0 0
BAL 49,000 IQ : C . £
49,000
Equipment 35,000 Arnet Capital 15,000 0 0 (3 2 . ’
Accumulated Depreciation (Equipment) (8,000) Carey Capital 17,800 > o
Eaton Capital 1,200 Inventory Equipment 6 6 6
Total Assets 65,000 Total Liabilities and Partners' Capitals 65,000 Dr CR Dr CR ¢ v >
18,000 35,000 FLO  SDoo 2500
Profit and loss Sharing Ratio: 18,000 35,000
A(3):C(2):E(1) 0 0 0 0 L=
3/6:2/6:1/6 1\
Process: \)
1- Sell all Non cash assets for $ 75,000
Cash 75,000 Cus)h 49 O 4
Accumulated depreciation 8,000 Accum. Depreciation Notes Payable =
A/R 15000 Dr CR Dr CR Cdplfa l hq oo0o %
Inventory 18,000 8,000 15,000
Equipment 35,000 8,000 15,000 «when | olo fg‘%j aaunts— 0
Gain on sale of assets 15,000 0 0 0 0 Budante sh w,'J/; and
L
Accounts Payable Arnet Capital
2- Distribute Gain or Loss to partners Capitals Dr CR Dr CR
16,000 15,000
Gain on sale of assets 15,000 16,000 7,500
0 0 22,500 BAL
Arnet capital 7,500 22,500
Carey capital 5,000 0 0
Eaton Capital 2500 Carey Capital
3- Pay all liabilities: Dr CR
17,800
Notes payable 15,000 5,000
Accounts payable 16,000 22,800 Bal Eaton Capital 0
cash 31,000 22,800 Dr CR Dr CR
0 0 1,200 1,200
2,500 5,000 2,500
4- Distribute Remaining Cash to Partners according to their Capital Balances 3,700 Bal BAL 1,300
3,700
Arnet capital 22,500 0 0 0 0
carey capital 22800 Gain on Sale on Non cash assets
Eaton capital 3,700 Dr CR
cash 49,000 15,000
15,000
0 0
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Ahmad, Sami, and Barhoom formed a partnership named ASB House imp :

SatlsNoV

Al (Bt E yile &) e.,,

y 1/1/2017. They contributed the following to the new company:

Net Book value ($)

Ahmed’s contribution:

Cash 30,000
Land A_solooo
Sami’s contribution ;
Cash 22,000
Equipment 32,000
Supplies & Joog :
Bm:hmm s contrlbutlow A% .

15.000
| Accounts receivable 6.500

Allowance for doubtful accounta 6()9r

chuired Prepare the joumll entry for. the formation of M p!ﬂmnhb. Im/ an

e R S B e

9%

« Cosh L7000
land S0 o
E/r(u/'PM?// 30 aw
Sugplied 21500

Track M ooV

Acomk Rey 4 00

Mlovearce or D A (cownts,
Ahmacls  Lapikal
&M—l/j C OP//W/
Borhoms,  Capifal
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Sat, 20 NOV

SUarce of stock

.'gmléuy,u;yj:(,ubﬁc_s’l&) r’}wﬂ/hﬁp_jjﬁd s 4S5V C_!_LC;«_.!I

1. Company’s anticipated future earnings. L&) Dls s ;,é,ul s, clibg |
2. Expected dividend rate per share. A5 s cb/g/é//j Slig 2
3. Current financial position. Chsstls Locs ¢ 20D Pl 4_5/“’50 -3
4. Current state of the economy. EXFRCRR 5 R BRI/
5. Current state of the securities market. o 4”“2'@'4.1 e dugt pLOD apyd 35 .S

Ma/ﬂbl Fee of  Shock Bl o Afle Gl
Market Price of Stock

4 Stock of publicly held companies is traded on organized
exchanges.

¢ Interaction between buyers and sellers determines the prices
per share.

¢ Prices tend to follow the trend of a company’s earnings and
dividends.

¢ Factors beyond a company’s control, may cause day-to-day
fluctuations in market prices.

chimanel o0 S0Pl Ciplly (Al o o &
) _ éfjwwqob’ﬂ/ .
ikl g Ll yy\ﬂa‘_;&/ xd;ﬂéfjgx I L"“V"
A e LA oy Sy 5
P vale  ( siaad valued
In Pmerica stkE No Par value J)%’VJWJC”% JQE&:‘ dp,“w
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x Heberred Share sl e
12 Addihonal “taid in Capital

o (%0 eXCess an B on (orimen Sk
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MM,Z ch
Kol in ol o 2l W]y
Deficit ngpbve —s (Loss)

@ Common ad Feberred Shocks have

Common Shock o gn (ks 40 Cal WL;@@\L\ o), g3, el 1) SHll,

) tssuuy Brlalat common SOCK B cwh.

By O¥ au sl
lllustration: Assume that Hydro-Slide, Inc. issues 1,000 shares of
$1 par value common stock. Prepare Hydro-Slide’s journal entry if
(a) 1,000 share are issued for $1 per share, and (b) 1,000 shares
are issued for $5 per share.

a. Cash 1,000
Common Stock (1,000 x $1) 1,000
b. Cash 5,000 %%e U:’Id!é' )
Common Stock (1,000 x $1) 1,000 oL
. . 5 () aus1 g
Paid-in Capital in Excess of Par Value 4,000

@- Gyl andi =l
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lllustration 13-7

HYDRO-SLIDE, INC.
Balance Sheet (partial)

Stockholders’ equity
‘Paid-in capital A
/ Common stock —> <¥7¥\Sed! @ Pef Appeblocs -
Il / Paid-in capital in excess of par— + 20 5 2 / £
. X v\ common stock 4% s bl ( 4,00@ 18 ¢
OL—‘W N Total paid-in capital = 16,000
Retained earnings — Gl
Total stockholders’ equity $33,000 i

Alternative Terminology
Paid-in Capital in Excess of
Par is also called Premium

13-34 on Stock. LO 3 Record the issuance of common stock.
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lllustration: Attorneys have helped Jordan Company incorporate.
They have billed the company $5,000 for their services. They agree
to accept 4,000 shares of $1 par value common stock in payment of
their bill. At the time of the exchange, there is no established 5 Al €S loc wnr
market price for the stock. Prepare the journal entry for this j '
transaction.

ob Tl sl s wrl
i
Organizational Expense 5,000
Common Stock (4,000 x $1) 4,000

Paid-in Capital in Excess of par 1,000

13-36 LO 3 Record the issuance of common stock.

lllustration: Athletic Research Inc. is an existing publicly held

corporation. Its $5 par value stock is actively traded at $8 per > Markel =y (pd!
share (this is the market price). The company issues 10,000 Prce .

shares of stock to acquire land recently advertised for sale at

$90,000: Prepare the journal entry for this transaction.

Land (10,000 x $8) 80,000 —SThete is Shouk May ke Frice
Common Stock (10,000 x $5) 50,000
Paid-in Capital in Excess of Par 30,000
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Accounting for Treasury Stock Agovte
0S -

lllustration: On July 1, Mead sells for $10 per share 1,000
shares of its treasury stock, previously acquired at $8 per share.

Z&u) sl ag loss s Dr
)7(@/@( (os) GS (Gwin o> Co

July 1 Cash 10,000
ddshanad _
Treasury Stock 8,000 Aererdain oA 2 LAl
Aoleliks gy Paid-in Capital Treasury Stock 2,000

bl ze < Dr oo

A corporation does not realize a gain or suffer a loss from stock
transactions with its own stockholders.

13-46
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Accounting for Treasury Stock

Transuy Sock  80CO lllustration 13-9
A2/ L2 dafl T Stockholders’ equity
MEAD, INC. with treasury stock

Balance Sheet (partial)

Stockholders’ equity
Paid-in capital
Common stock, $5 par value, 400,000 shares authorized,

000 100,000 shares issued, and 96,600 shares outstanding $SO%)OO
%ﬁzuRetaincd earnings Q7 o0 200,000
ad In e
Total paid-in capital and retained earnings -760;000 70200
Less: Treasury stock (4{,00'0 shares) 32,000 (2w0)
Total stockholders’ equity $668,000 678000
(ﬁ Ethics Note b Both the number of shares issued
The purchase of treasury stock (100,000), outstanding (96,000), and the
reduces the cushion (cash
available) for creditors and number of shares held as treasury (4,000)
preferred stockholders. .
A restriction for the cost of are disclosed.
treasury stock purchased is often
required, The restriction is usually
\ applied to retained earnings. )

13-43 LO 4 Explain the accounting for treasury stock.

L ihond Pud In capiral TS
|
20C0
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Accounting for Treasury Stock

Traoswy Sjock BLCO lllustration 13-9
220 Lo 2 al - TS 2000 Stockholders’ equity
MEAD, INC. with treasury stock

Balance Sheet (partial)

Stockholders’ equity
Paid-in capital
Common stock, $5 par value, 400,000 shares authorized,

100,000 shares issued, and 96,000 shares outstanding $5094,200 1200
Misond  Retained earnings 97" 200 200,000
o in capal ar ————— 70/ 200
Total paid-in capital and retained earnings —700,000 #0200
Less: Treasury stock (4/00'0 shares) -32—,999-‘%‘2’%’)
Total stockholders’ eqm%y $668,000 478662
T, tal 55360
Kﬁ Ethics Note B Both the number of shares issued
The purchase of treasury stock (100,000), outstanding (96,000), and the
reduces the cushion (cash
Aithe, fs s ani number of shares held as treasury (4,000)
2 restriction for the cost of are disclosed.
treasury stock purchased is often
required, The restriction is usually
\_ applied to retained earnings. )
1343 LO 4 Explain the accounting for treasury stock.

Accounting for Treasury Stock Below

Cost
lllustration: Qn Dec. 1, assume that Mead, Inc. sells its
remaining 2,200 shares atper share.

Dec. 1 Cash 15,400 Limited
Paid-in Capital Treasury Stack QQDOJ;Q@Q e balt;:\ce
. on
RetarredEamings 884 hand
Treasury Stock 17,600
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, Feterred Shocks

.\/OHV‘\‘] rgh/’ r‘@u—t Lo, CS Joki (ﬁr‘yﬂ_,&a.zy

lllustration: Stine Corporation issues 10,000 shares of/$10
par value preferred stock for $12 cash per share. Journalize
the issuance of the preferred stock.

Cash 120,000 > 0o X 12

Preferred Stock (10,000 x $10) 100,000

Paid-in Capital in Excess of Par —

Preferred Stock 20,000 W Cuy Duunnrlzl] > y 5-2)) (3 likel
AePeited St 57 Common Sheck 3lpu

Dividend Preterences .

1) %M fo  [Uuve ou\/io(mds bdoVe Common Sleckoldef's . .@@/;@;?@wl ls)
CAgae S Al bt

Y PvolendS in alteus  pr Gmmdahie divdinds ol

Thlssin O i Glso, g urls Lo Commu)a)n\/e prefesced I50, It by o C;jlou\o G 3 e PS Gupcs
. ‘.I)"C)-{JJ” ‘LSJ"M loud = CJ“

Cumulative Dividend e 0 5
lllustration: Scientific Leasing has 6,000 shares of 7%, $100 par ?/' X Par; C-f-ﬁ

value, cumulative preferred stock outstanding. Each $100 share 77 XW$ - #¢
pays a $7 dividend (.07 x $100). The annual dividend is $35,000 e ’tf':“‘f’@’é”;‘""
(5,000 x $7 per share). If dividends are two years in arrears,

preferred stockholders are entitled to receive the following

dividends in the current year.
lllustration 13-11

Dividends in arrears 3500% X < 7) 00$
Current-year dividends 35 ao$
Total preferred dividends [0S 0003
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Statement Presentation

CONNALLY INC.
Balance Sheet (partial)

lllustration 13-12

Stockholders’ eiuity
L’

‘;‘;’g‘"" 10,000 shares authorized, 6,000

Common stock, no pax‘,@slated value, 500,000
shares authorized, 400,000 shares issued, and
390,000 shares outstanding
ow"-‘,‘uﬂ Total capital stock .
- Additional paid-in capital > Fo valt C"d"*‘"ﬁ"g'f
In excess of par—preferred stock
In excess of stated value—common stock
From treasury stock - Nl Lo (S G

Total additional paid-in capital

( Total paid-in capital)

—  Retained carnings

Total paid-in capital and retained earnings

Covla Sodkhoidus 9% ¢ Less: Treasury stock (10,000 common shares) (at cost)
Gquery - Total stockholders’ equity

Capital stock
@)refen'ed stock, @par value cumulative, —> C‘V xo) ¢ Ay (‘7“"”/
shares issued and outstanamg (6000 X o0) & § 600,000

(400 000 52,000,000

2,600,000

$ 30,000
860,000
140,000

1,030,000
(3.630.000
1,058,000

4,688,000
80,000

£4,608,000
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E X Dividends

lllustration: On Dec. 1, the directors of Media General declare a 50¢
per share cash dividend on 100,000 shares of $10 par value common
stock. The dividend is payable on Jan. 20 to shareholders of record

on Dec. 22.
December 1 (Declaration Date)
Cash Dividends 50,000
Dividends Payable 50,000
December 22 (Date of Record) No entry Dr Re ovivad

cr Gsh Dw

January 20 (Payment Date)
Dividends Payable 50,000

50,000

Cash = -
STU D E N TS H U B mmepare the entn:; foc dlvjlidends and stock d|V|denldlp I Oad ed By Dlan aH a‘JAII
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Dividends

lllustration: At December 31, 2015, IBR declares a $50,000
cash dividend. Show the allocation of dividends to each class of

stock.
2014 2015
Dividends declared $ 6,000 $ 50,000
Dividends in arrears 2,000 **
Allocation to preferred 6,000 8,000 =*
Remainder to common $ - $ 40,000

* 1,000 shares x $100 par x 8% = $8,000
** 2014 Pfd. dividends $8,000 — declared $6,000 = $2,000

Dividends

lllustration: At December 31, 2015, IBR declares a $50,000 cash
dividend. Prepare the entry to record the declaration of the

STUDENTS-HUB.com

dividend.
Cash Dividends 50,000
Dividends Payable 50,000
Deleked
SHOCK Puidends
Shideg \3-20
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Dividends

Stock Splits

¢ Issuance of additional shares to stockholders according to
their percentage ownership.

= ol b

& Reduces the market value of shares.
¢ No entry recorded for a stock split.

¢ Decrease par value and increase number of shares.
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Retained Earnings Statement

Woods, Inc.
Statement of Retained Earnings
For the Year Ended December 31, 2014

Balance, January 1 $ 1,050,000
Net income 360,000
Dividends (300,000)
Balance, December 31 $ 1,110,000
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Prior Period Adjustments /- «* =7 1= C”
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—)

Correction of an error in previously issued financial
statements.
Result from:
» mathematical mistakes.
» mistakes in application of accounting principles.
» oversight or misuse of facts.

Adjustment made to the beginning balance of retained
earnings.

)

B L) Glaw Qlesie 2| Counr @wdw F“Y% Sketement Qﬂw_w Z.:i-a;J\

Analysis
Return on Net Income Available to
Common Common Stockholders
Stockholders’
: Average Common
Equity

Stockholders’ Equity

Ratio shows how many dollars of net income the company
earned for each dollar invested by the stockholders.

U (s
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Income Statement Analysis

Net Income minus

E P§ Earnings B Preferred Dividends - |
Per Share O UGN

Weighted-Average Common
Shares Outstanding

-

Ratio indicates the net income
earned by each share of
outstanding common stock.

Ethics Note

In order to meet market expec-
tations for EPS, some managers
engage in elaborate treasury
stock transactions. These trans-
actions can be very costly for
the remaining shareholders.

R e OESM gyl > SN

chapter 15 +17 Deleked
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