Contributed Capital - Financial Acct.
Incorporation
Advantages:

Disadvantages:

 Separate Legal Entity

 Government Regulation

 Limited Liability

 Double Taxation

 Ease of Capital Generation
 Ease of Transfer of Ownership
 Mutual Agency
 Continuous Existence
 Professional Management

Dividends
Date of Declaration, Date of Record, Date of Distribution
Journal Entries:

Dividend Yield = Div per share/market price per share
Dividend yield is a way to measure how much cash flow you are getting for each dollar
invested in an equity position - in other words, how much "bang for your buck" you are getting
from dividends.

Return on Equity = net income / Avg. Equity
A measure of a corporation's profitability that reveals how much profit a company
generates with the money shareholders have invested. The ROE is useful for comparing the
profitability of a company to that of other firms in the same industry.

Price Earnings Ratio = Market Value per share / EPS
A high P/E suggests that investors are expecting higher earnings growth in the future
compared to companies with a lower P/E. It's usually more useful to compare the P/E ratios of
one company to other companies in the same industry, to the market in general or against the
company's own historical P/E. The P/E is sometimes referred to as the "multiple", because it
shows how much investors are willing to pay per dollar of earnings. If a company were currently
trading at a multiple (P/E) of 20, the interpretation is that an investor is willing to pay $20 for $1
of current earnings.

Stock Option Plans
Stockholders Equity Section includes:
Contributed Capital
Preferred Stock
Common Stock
PIC
Retained Earnings
-Treasury Stock
+Treasury PIC

Outstanding
Issued
Authorized

Treasury
Not Issued

Preferred Stock – preference to dividends
 Cumulative vs. Non cumulative, Arrears
o Ex: 7% cumulative $100 par, callable at 103

 Convertible
 Callable
Common Stockholders are the residual owners
 Par value, Stated Value, No Par
 Issuance of Stock for non-cash assets
Treasury Stock - Journal entries

Corporate Income Statement and Statement of
Stockholder’s Equity - Financial Acct.

 Income from continuing operations is before taxes.
 DEC (discontinued operations, extraordinary items,
and cumulative effect on an accounting change)
 Deferred Taxes, ACRS and MACRS
 Basic Earnings per share and fully diluted earnings
per share. (simple vs. complex capital structure)
 Statement of Stockholder’s Equity shows the major
changes in the structure of equity of a company. See
image below or in text.
 Stock Dividends vs. Cash Dividends
(Common Stock Distributable is a temp account.)
 Stock Splits

 What are the changes in Equity due to a stock dividend or a stock split?
 Stockholders Equity Schedule

