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Corporations: ( )rganization and Share Capital Transaction

Answer guest
$d ST TOrs Hf"H'HJ' : | ‘ ‘ -
_n-*f:.fr.:’ffm':f:"'h'1‘;?;”';1,: s P14-2A l'he shareholders equity cectHon

(30O 2.3, 4.5)Ap ks 2003, presented the following information:
MAPLE CORPORATION

Balance Sheet (partial)
December 31, 2003

of Maple Corporation, atter closing on Dy

Mbey -

Shareholders’ equity
Contributed capital
Share capital

8% cumulabtve pref{*rred <hares, $60 stated value,

25 000 shares authorized, ? shares issued $1,200,000
Common shares, no par value, 500,000 shares

authorized, 100,000 shares issued J_EE)E__Q_D_Q
Total share capital 2,200,000

Additional contributed capital
Contributed capital in excess of stated value—

preferred shares __EQ_Q_U_QQ
Total contributed capital 2,400,000
Retained earnings
January 1, 2003 $500,000
Net income 175,999 675,000
Total shareholders’ equity %_E_L_Q?_____@

Instructions

(a) How many preferred shares were issued at December 31, 20037
(b) What was the average selling price of the preferred shares, expressed on a per share
(c) What is the annual total preferred share dividend requirement, stated in dollars?
(d) What was the total amount of dividends, if any, declared by Maple Corporation in 20037
(e) Assuming that there were no dividends in arrears at the beginning of 2003, are there
dividends in arrears at the end of 20032 If so, for what amount?

basis?

any

fﬂ;{f"’{ﬁ'i’fzf and post share trans- P14-3A The Wetland Corporation was organized on January 1, 2003. It is authorizeq to is
actions. Prepare contributed cap- 10,000 shares of 8% no par value preferred shares and 500,000 shares of no par value cOmmon g}, :]u__ ;

ital section. : : :
(SO 3,4, 5) AP with a stated value of $2 per share. The following transactions were completed during the

Jan. 10 Issued 80,000 common shares for cash at $3 per share.
I Mar. 1 Issued 5,000 preferred shares for cash at $105 per share.
E‘} Apr. 1 Issued 24,000 common shares for land. The asking price of the land was $90 0.
A market value of the land was $80,000. The market value of the common shares

per share on this date.
June 20 Issued 80,000 common shares for cash at $4 per share.

Aug. 1 Issued 10,000 common shares to lawyers in payment of their bill of $50,000 for SeIvice
rendered in helping the company organize. The market value of the common shareg Wass
$5 on this date.

Sept. 1 Issued 10,000 common shares for cash at $5 per share. ;
Nov. 1 Issued 1,000 preferred shares for cash at $108 per share.

first Year:

The fa;
Was §3 5

e

Instrictions

(a) Journalize the transactions.
(b) Open general ledger accounts and post to the shareholders’ equity accounts.
(c) Prepare the contributed capital section of the shareholders” equity at December 31, 2003

Journalize and post sharcholders”  ***'=4A  Remmers Corporation is authorized to issue 10,000 shares of $100 stated value 10 Con-

equity tr ””5?5”1?{?5- P repare vertible preferred shares and 200,000 no par value common shares. On January 1, 2003,
bfzmihﬂ[dffi ;quy Secon. ?.;.::*-_.;ineg the following shareholders’ eqiity balances: Gy the tedger
Preferred Shares (4,000 shares) $ 400,000
s Contributed Capital in Excess of Stated Value—Preferred 60,000
2 & Common Shares (70,000 shares) 1,050,000

[ =

Retained Earnings 300,000
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1,425,000

| 488,000
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and events related to its sharehold- ﬁ
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ors b, 1 Issued 4,000 common shares foy $25,000.
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.20 Issued 1,000 preferred shares for $107,000.
July "4 Issued 2,000 common shares for

GRS Determined that net income for

a4 Patent valued at $13,000.
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the year was $240,000,

ustrctio’s

} rournalize the transactions.
(a -

(b)

Prepare summary
$ 26 ) 000. . * _
) Enter the beginning balances in the accounts
(c) equity accou nts.
)-opare a shareholders’ equity section of the balance sheet at December 31, 2003.
(d)) IC!]L]EJ late the return on equity at December 31, 200
(e) *

clasing entries, ASSUMINg revenyes totalled $500,000 and expenses totalled

and post the journal entries to the shareholders’

@. (alculate the book value per common share at December 31, 2003.
The following shareholders’ equity accounts, arranged alphabetically, are in the ledger of  Prepare sharcholders’ equity sec-
p14-65 ation at December 31, 2003: tion and calculate book value.
r Corpore ; % e 4 ,6) AP
Hu) Eanl.’)lm*?” Shares (no par value, unlimited number of shares SOI3{0)

authorized, 150,000 shares i1ssued)

$2,400,000
Contributed Capital in Excess of Stated Value—Preferred Shares 300,000
preferred Shares (56, cumulative, $100 stated value, 100,000 400,000
shares authorized, 4,000 shares 1ssued)
Retained LEarnings 1,276,000

[ystructions

@) Prepare a shareholders” equity section at December 31, 2003.
a

Calculate the book value per common share, assuming the current year’s dividend has been paid.
((b)) Répeﬂ' parl (b) assuming the current year’s dividend has not been paid and that Retained
': 8

Earnings a1 %1,300,000 instead of $1,276,000.
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- , and return on equity were $10 &5
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Shot ;-_rr.lf;l.-h-f of trantsactiorns on P14-7A Br;jn(’h Inc.’s bHHL "'-'ﬂ]]l-;‘- P::g‘“ i[:“_‘]f_-pt_‘l"'ldf'nt trﬂﬂﬁﬂftlﬂnh IDCEUITL‘CL .
S ;
SO € tivelv. before each of the follow : : i |
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(a) Branch issued 1,000 no par? alue com

mon shares for $25 per share. fonie
(b) The company issued 100 no par 1 alt
preferred shares for $50 per faharb o
(c) The company reported net income (
$100,000 for the current year.

Instructions

11 ; .o ease (D), or have no
Indicate whether the above transactions will 1ncreasc (I), decr ) effect (NE) on
ndicate whethe ' an:

each of the ratios presented.

, LY - arranged alphabetically, are in th
- <hareholders” equity accounts, 5 P E]Edgernf
Calculate book values; compare to  P14—8A  The following shar
arournts paid in.

. ” A sr 31, 2003:
Hussain Corporation at December 31, : | arp
(SO 3.6) AN Cnmmrfn Shares—no par value (500,000 shares 1ssu€ )

_ $4,000,000
_ : ulative (20,000 shares issued) 1,600,000
Preferred Shares—no par value, $4 cum i)
Retained Earnings

Instructions

~cymi red divi
(a) Calculate the book value per commori share, assuming the preferre dends are ty Years
: 11S V ) 1 rrears.
(i.e., the current year and one previous ) ET['} 1] zrrear‘-}
(b) Repeat part (a) using five years Ofdivicencasy ;i-CE aid per common shar
(c) How does the book value compare to the average p p € when the
shares were issued?
Prepare balance sheet; calculate

P14-9A Reitmans has the following selected

accounts, listed in alphabetical order, as ¢ Feh.
ruary 3, 2001:
(SO 5.6) AP :

REITMANS (CANADA) LIMITED
Selected Acceunts
February 3,2001
(in thousands)

.*'-.*:'t"uurri'-- p.ﬂ_".,'{]hh;* JﬂLj r1t':,‘r'lIL’iI lems

$ 35,187
Accounts receivable 2,556
Accrued pension asset (long-term) 6,903
Accumulated amorbzation— -lf"i'u:J assSCl 41:136
L apital assel. 127,172

("2sh and shori-lerm deposit 20,008
(lass A nonvoting '-.}h'ijﬂi* (unlimited avthorized; 6,709,582 issued) 8,065
OTIINGI SNares .ft11r'-|':£- ited authorized, | 680,000 issued) 48?2
vidends and other deductions from iretain:s l earnings 11,498
pture Incomme AXCs payabic fh:"i; er-iiy ]_,331

; o i rayable 5,124
i i 81,399
chandise inventon 38,481

Net income for the yez 20,202

Propaid expenses 8,816

Retained earnitigs, January 29, 2000 185,256

Insfricctions

(a) Prepare Reitmans’ classified balance sheet at February 3, 2001.

(b) Calculate Reitmans’ return on equity for the year ended February 3, 2001. Reitmans’ share-
holders” equity at Jaruary 29, 2000, was $194,121.

(¢c) Calculate Reitmans’ book value per comimon share at February 3, 2001. Treat the Class A shares
as you would treat preferred shares in the book value calculation.
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