Questions
1. Why is the distinction between paid-in capital and retained earnings important?
2. Explain how underwriting costs and accounting and legal fees associated with the issuance of stock should be recorded
3. What factors influence the dividend policy of a company?
4. Dividends are sometimes said to have been paid “out of retained earnings.” What is the error, if any, in that statement?
5. How are restrictions of retained earnings reported? 


BE
BE15-5 (L01) On February 1, 2017, Buffalo Corporation issued 3,000 shares of its $5 par value common stock for land worth $31,000. Prepare the February 1, 2017, journal entry. 

BE15-6 (L01) Moonwalker Corporation issued 2,000 shares of its $10 par value common stock for $60,000. Moonwalker also incurred $1,500 of costs associated with issuing the stock. Prepare Moonwalker’s journal entry to record the issuance of the company’s stock.

Exercises 
E15-1 (L01) EXCEL (Recording the Issuances of Common Stock) During its first year of operations, Collin Raye Corpora-tion had the following transactions pertaining to its common stock. 
Jan. 10 Issued 80,000 shares for cash at $6 per share. 
Mar. 1 Issued 5,000 shares to attorneys in payment of a bill for $35,000 for services rendered in helping the company to incorporate. 
July 1 Issued 30,000 shares for cash at $8 per share. 
Sept. 1 Issued 60,000 shares for cash at $10 per share.

 Instructions
 (a) Prepare the journal entries for these transactions, assuming that the common stock has a par value of $5 per share.
 (b) Prepare the journal entries for these transactions, assuming that the common stock is no-par with a stated value of $3 per share.

E15-3 (L01,2) (Stock Issued for Land) Twenty-five thousand shares reacquired by Elixir Corporation for $53 per share were exchanged for undeveloped land that has an appraised value of $1,700,000. At the time of the exchange, the common stock was trading at $62 per share on an organized exchange. 

Instructions 
(a) Prepare the journal entry to record the acquisition of land assuming that the purchase of the stock was originally recorded using the cost method.
 (b) Briefly identify the possible alternatives (including those that are totally unacceptable) for quantifying the cost of the land and briefly support your choice. 

E15-6 (L01,2) (Stock Issuances and Repurchase) Lindsey Hunter Corporation is authorized to issue 50,000 shares of $5 par value common stock. During 2017, Lindsey Hunter took part in the following selected transactions. 
1. Issued 5,000 shares of stock at $45 per share, less costs related to the issuance of the stock totaling $7,000. 
2. Issued 1,000 shares of stock for land appraised at $50,000. The stock was actively traded on a national stock exchange at approximately $46 per share on the date of issuance. 
3. Purchased 500 shares of treasury stock at $43 per share. The treasury shares purchased were issued in 2013 at $40 per share.

 Instructions 
(a) Prepare the journal entry to record item 1. 
(b) Prepare the journal entry to record item 2. 
(c) Prepare the journal entry to record item 3 using the cost method. 

Journal Entry 
The following is practice: Prepare journal entries
Corp issues 5,000 shares of no par common for $5 per share.
Corp. buys back 1000 shares for $8 per share.
Corp sells 500 shares of treasury stock for $10 per share.
Corp sells 500 shares for $5 per share.
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