Chapter 9:  Stockholders’ Equity:  Contributed Capital

Section 2:  Issuing Common and Preferred Stock

Warm-up:

· Find an annual report. What information is included in the stockholders’ equity section? Be sure to identify the company that you selected!
Objectives:
· Identify the difference between authorized and outstanding stock

· Identify the characteristics of common and preferred stock

· Journalize the issuance of stock at par value and above par

· Define key terms:  authorized capital stock, issued shares, outstanding stock, common stock, par-value stock, no-par stock, preferred stock, stockholders’ ledger.

Reading Assignment:

Capital Stock
	Authorized Capital Stock
	

	Issued Shares
	

	Outstanding Stock
	


Identify the characteristics of common and preferred stock
	Common Stock
	Preferred Stock

	
	


· Differentiate between par-value and no-par stock. Why do companies prefer to issue no-par stocks?  
http://www.investopedia.com/ask/answers/106.asp 
http://www.investopedia.com/terms/n/noparvalue.asp 

	Cumulative preferred stock
	

	Noncumulative preferred stock
	

	Participating preferred stock
	

	Nonparticipating preferred stock
	


· Examine the illustrations of the issuance of stock at par, at par for noncash assets, and in excess of par value.

Journal Entries: Issuing Par-Value Stocks

What accounts are used when a company issues a preferred stock and common stock?

	Debit
	Credit

	
	

	
	

	
	


What accounts are used when a company issues common stock in trade for noncash assets?

	Debit
	Credit

	
	

	
	

	
	


What accounts are used when a company issues common stock in excess of par?

Under what conditions, would a company issue stock at greater than par?

	Debit
	Credit

	
	

	
	

	
	


Terrific website http://www.principlesofaccounting.com/chapter%2014.htm that offers a different explanation of stock.
Working Papers and Textbook Problems

· Problems 9-2, 9-5, and 9-6

