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EXERCISE 11-2

(a) 	June	12	Cash (50,000 × $5)		250,000
				Common Shares			250,000
				
	July	11	Cash (1,000 × $25)		25,000
				Preferred Shares			25,000

	Oct. 	1	Land			65,000
				Common Shares (10,000 shares)			65,000
		
	Nov. 	15	Cash (1,500 × $30)		45,000
				Preferred Shares			45,000


EXERCISE 11-2 (Continued)

(b) 	Average price per share:
	
	Common: $700,000 + $250,000 + $65,000 = $1,015,000
			140,000 + 50,000 + 10,000 = 200,000
			$1,015,000 ÷ 200,000 = $5.08 per share

	Preferred: $55,000 + $25,000 + $45,000 = $125,000
			2,500 + 1,000 + 1,500 = 5,000
			$125,000 ÷ 5,000 = $25 per share

EXERCISE 11-10

OZABAL INC.
Statement of Financial Position (Partial)
December 31, 2012

Shareholders’ equity
	Contributed capital
		Share capital
	$1.25 Preferred shares, no par value, noncumulative,
	   100,000 shares authorized, 10,000 issued		$250,000
	Common shares, no par value, unlimited number of
	   common shares authorized, 250,000 issued		500,000
	Common stock dividends distributable		   50,000
		Contributed capital – reacquisition of common shares		   25,000
	Total contributed capital			$   825,000
	Retained earnings (Note R)		     900,000
	Accumulated other comprehensive loss		      (50,000)
Total shareholders’ equity			$1,675,000

Note R: Retained earnings restricted for plant expansion, $100,000.
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EXERCISE 11-12

(a)
SOBEYS INC.
Statement of Retained Earnings
Year Ended May 1, 2010
	(in millions)
	

Retained earnings, May 2, 2009		$1,068.2
Add:   Profit		   262.8
	1,331.0
Less:  Cash dividends		       58.0
Retained earnings, May 1, 2010		$1,273.0

(b) 	If Sobeys were a publicly traded corporation, a statement of changes in equity would be required instead of a statement of retained earnings.



PROBLEM 11-1A



(a)	Transaction entries:

	Jan.	10	Cash (100,000 × $2)		200,000
				Common Shares			200,000
				
	Mar.	1	Cash (10,000 × $52)		520,000
				Preferred Shares			520,000
				
	May	1	Cash (75,000 × $3)		225,000
				Common Shares			225,000
	
	July	24	Cash		60,000
			Equipment		8,000
				Common Shares (16,800 shares)			68,000
				
	Sept.	1	Cash (5,000 × $5)		25,000
				Common Shares			25,000
			
	Nov.	1	Cash (2,000 × $55)		110,000
				Preferred Shares			110,000

	Dec.	15	Cash Dividends		36,000
					Dividends Payable 				36,000
	
	Closing entries:

	Dec.	31	Retained Earnings		36,000
				Cash Dividends				36,000

		31	Income Summary		650,000
				Retained Earnings			650,000
		
		
		


PROBLEM 11-1A (Continued)

(b)
	Preferred Shares

	
	Mar. 1	520,000

	
	Nov. 1	110,000

	
	Dec. 31 Bal. 	630,000



	Common Shares

	
	Jan. 10	200,000

	
	May 1	                225,000

	
	July 24	68,000

	
	Sept. 1	25,000

	
	Dec. 31 Bal.	518,000


	
	Retained Earnings

	Dec. 31        36,000
	Dec. 31	650,000

	
	  Dec. 31 Bal.	614,000


	
	Number of preferred shares:
	10,000 + 2,000 = 12,000

	Number of common shares: 
	100,000 + 75,000 + 16,800 + 5,000 = 196,800

(c)				REMMERS CORPORATION
Statement of Financial Position (Partial)
December 31, 2012

	Shareholders’ equity
		Contributed capital
Share capital
		$3 Preferred shares, noncumulative, no par value,
		   unlimited number authorized, 12,000 shares issued	$   630,000
		Common shares, no par value, unlimited number
		   authorized, 196,800 shares issued		     518,000		
		Total contributed capital		1,148,000
		Retained earnings		        614,000
	Total shareholders’ equity	    	$1,762,000


				
PROBLEM 11-5A


	(a)

							Preferred Shares

	
	Jan.	1	Balance	500,000

	
	Jan. 	1	Issue	500,000

	
	Dec.	31	Balance	1,000,000



	
	         Common Shares

	
	Jan.	1	Balance	2,700,000

	
	Oct.	1	Issue	1,000,000

	
	Dec.	31	Balance	3,700,000

	

              Common Stock Dividend Distributable

	
	Dec.	31	Stock dividend** 407,000

	
	

	
	

	     Retained Earnings

		During year  Cash dividend*	100,000
	Jan.	1	Balance	2,980,000

	Dec. 	31	Stock dividend**	407,000	
	Dec.	31	Profit	872,000

	
	Dec.	31	Balance	3,345,000



* 	20,000 × $5 = $100,000 
** 	370,000 × 5% × $22 = $407,000


PROBLEM 11-5A (Continued)

(b)						ROBICHAUD CORPORATION
						Statement of Financial Position (Partial)
						December 31, 2012

Shareholders’ equity
	Contributed capital
	Share capital
		$5 Preferred shares, no par value, non-
		   cumulative, unlimited number of shares
		authorized, 20,000 issued			$1,000,000
		Common shares, no par value, unlimited
		number of shares authorized,
	 	370,000 issued		$3,700,000
		Common stock dividend distributable,
			18,500 shares		    407,000	   4,107,000
	Total contributed capital			 5,107,000
	Retained earnings (See Note A)			  3,345,000
Total shareholders’ equity			$8,452,000

Note A:  On December 31, 2012 the Board of Directors authorized a $500,000 restriction of retained earnings for a plant expansion.



PROBLEM 11-11A

	
(a) (in millions, except per share information)

	Ratio
	2010
	2009

	 
	
	
	
	
	 
	
	
	 

	1. Payout ratio
	$402 
	=
	41.4%
	$398 
	=
	50.1%

	 
	$971
	
	
	$795
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	
	
	
	 
	 
	 
	 

	2. Dividend
    yield
	 
	$2.48
	=
	3.7%
	 
	$2.48
	=
	4.1%

	
	 
	$67.13
	
	
	 
	$60.13
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	
	
	
	 

	3. Earnings
	$971
	=
	$5.99
	$795
	=
	$4.96

	    per share
	162.1
	
	
	160.3
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	 
	
	
	 

	4. Price-
	
	$67.13
	=
	11.2 times 
	 
	$60.13
	=
	12.1 times 

	    earnings ratio
	
	$5.99
	
	
	 
	$4.96
	
	

	 
	
	
	
	
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	5. Return on 
    common
	$971
	=
	16.9%
	$795
	=
	15.7%

	    shareholders'  
    equity
	$5,754
	
	
	$5,062
	
	

	
	
	
	
	 
	
	 





PROBLEM 11-11A (Continued)


(b)	For the year 2010, National Bank of Canada’s return on common shareholders’ equity was slightly higher than average. Its payout ratio was significantly higher. Its dividend yield and price-earnings ratios are slightly below, but close to, its peers in the industry in 2010. 

	National Bank reported an increase in profit in 2010, which led to an increase in its earnings per share and return on common shareholders’ equity ratios. Payment of a relatively constant amount of dividends translated into a decline in the dividend payout ratio. The Bank’s price-earnings ratio decreased during 2010 because the increase in the market price of the shares was outpaced by the increase in the earnings per share.


PROBLEM 11-8B



(a)	Transaction entries;

	Feb.	1	Cash Dividends (75,000 × $1)		75,000
				Dividends Payable			75,000

		15	No entry required

	Mar.	1	Dividends Payable		75,000
				Cash			75,000

	Apr. 	1	No journal entry required (memorandum entry only)

	July	1	Stock Dividends (11,250* × $14)		157,500
				Common Stock Dividends
				   Distributable 			157,500
				
			*75,000 shares × 3 = 225,000 × 5% = 11,250

		15	No entry required

		31	Stock Dividends Distributable		157,500
				Common Shares			157,500

	Closing entries:

	Dec.	31	Income Summary		400,000
				Retained Earnings			400,000

		31	Retained Earnings		232,500
				Stock Dividends			157,500
				Cash Dividends			75,000

PROBLEM 11-8B (Continued)

(b)
	Common Shares
	
	Retained Earnings

	
	Jan. 1 Bal.	1,700,000
	
	
	Jan. 1 Bal.	900,000

	
	July 31	157,500
	
	Dec. 31	232,500
	Dec. 31	400,000

	
	Dec. 31 Bal.	1,857,500
	
	
	Dec. 31 Bal.	1,067,500

	
	
	
	
	

	
Common Stock 
Dividends Distributable
	
	

	July 31	157,500
	July 1	157,500
	
	
	

	
	Dec. 31 Bal.	0
	
	
	



Number of common shares: 75,000 × 3 = 225,000 + 11,250 = 236,250


PROBLEM 11-8B (Continued)

(c)
	
	STENGEL CORPORATION
	

	
	Statement of Changes in Equity
	

	
	Year Ended December 31, 2012
	

	
	
	
	
	
	
	
	
	
	

	
	Common Shares
	
	
	
	
	
	

	
	Number of Shares
	
	Legal
Capital
	
	Retained Earnings
	
	Accumulated
Other Comprehensive Loss
	
	Total

	
	
	
	
	
	
	
	
	
	

	Balance, Jan. 1
	       75,000 
	
	$1,700,000
	
	$  900,000
	
	$(125,000)
	
	$2,475,000

	Cash dividends
	
	
	
	
	(75,000)
	
	
	
	(75,000)

	Stock split, April 1
	     150,000 
	
	
	
	
	
	
	
	

	Stock dividends
	       11,250 
	
	       157,500 
	
	   (157,500)
	
	
	
	

	Profit
	
	
	
	
	    400,000 
	
	    
	
	400,000

	Balance, Dec. 31
	     236,250 
	
	$1,857,500
	
	$1,067,500
	
	$(125,000)
	
	$2,800,000




PROBLEM 11-8B (Continued)

(d)						STENGEL CORPORATION
						Statement of Financial Position (Partial)
						December 31, 2012

	Shareholders’ equity
		Common shares, no par value, unlimited number of 
			shares authorized, 236,500 issued		$1,857,500
		Retained earnings		  1,067,500
		Accumulated other comprehensive loss		    (125,000)
	Total shareholders’ equity		$2,800,000


PROBLEM 11-11B

	
(a)	(in millions, except for per share information)

	Ratio
	2010
	2009

	 
	
	
	
	
	 
	
	
	 

	1. Payout ratio
	$2,023
	=
	50.1%
	$1,990 
	=
	59.2%

	
	$4,038
	
	
	$3,361
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	
	
	
	 
	 
	 
	 

	2. Dividend 
    yield
	 
	$1.96
	=
	3.6%
	 
	$1.96
	=
	4.3%

	
	 
	$54.50
	
	
	 
	$45.25
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	
	
	
	 

	3. Earnings
	$4,038
	=
	$3.91
	$3,361
	=
	$3.32

	    per share
	1,032
	
	
	1,013 
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	 
	
	
	 

	4. Price-
	
	$54.50
	=
	13.9 times 
	 
	$45.25
	=
	13.6 times 

	    earnings ratio
	
	$3.91
	
	
	 
	$3.32
	
	

	 
	
	
	
	
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	5. Return on 
    common
	$4,038
	=
	18.1%
	$3,361
	=
	16.9%

	    shareholders' 
    equity
	$22,359
	
	
	$19,922
	
	

	
	
	
	
	 
	
	 





PROBLEM 11-11B (Continued)

(b)	During 2010, the profitability of Scotiabank increased. This is apparent from the higher profit, which caused the earnings per share and return on common shareholders’ equity ratios to increase. 

	The Bank’s payout ratio decreased in 2010 primarily because the Bank’s profit rose proportionately more than the amount of cash dividends paid to the common shareholders. Its dividend yield also declined, primarily because of an increase in share prices Its dividends per share remained unchanged.

	The Bank’s payout, return on common shareholders’ equity, and price-earnings ratios are higher than that of the industry. Its dividend yield is slightly below, but still close to, the industry average.

