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Face-to-face hand-in assignment #9

Submission Requirements
· You must hand in your face-to-face submissions prior to the start of class.  Late submissions will not be accepted.
· Face-to-face assignments must be typed. 
· You must attempt to answer all questions, including any required calculations, in order to receive a passing grade.
· YOU MUST WORK ON YOUR OWN.  INSTANCES OF PLAIGARISM WILL BE TAKEN SERIOUSLY.

Part I:
1. How much did Metro pay in cash as dividends to shareholders in 2018? How much dividends was actually declared (Refer to statement of changes in equity)? Why are the amounts different? Why are dividends not included in the calculation of net income? Metro paid $164800000 which was paid in full. The amounts are not different since there was no dividend carried forward
2. Examine the notes to Metro’s financial statements for 2018 and answer the following questions:
a) How many shares were issued as a result of the business acquisition in 2018? 28031000
b) How many shares were issued as a part of stock options in 2018? 5,300,796
c) What was the change in the number of treasury shares from 2017 to 2018? How would you interpret the change in the number of shares? In 2018, the shares were 603000 whereas in 2017, the company recorded 519000 shares in treasury stock. The is therefore 603000-519000=84000

3. Calculate the following for Metro in 2018, note Metro’s share price on October 5, 2018 was $39.81 per share. Interpret your results.
a. Dividend Payout ratio for 2017 and 2018.
Dividends/net income=
Dividends=164800000
Net income= 1745600000
=164800000/1745600000=0.09
b. Calculate the return on Equity for 2018. (Metro does not have preferred shares)
ROE=Net income/Annual shareholders’ equity
Annual shareholder’s equity= 5656000000
Net income= 1745600000
=1745600000/5656000000
=0.309*100=30.9%
c. Calculate the Dividend yield and P/E Ratio for 2018.
Dividend yield=Annual dividend/current stock price
Annual dividend per share= 0.7025 
Current stock price = 40.18
=0.7025/40.18*100=2%

Part II:
Discuss the following terms:

1. Cash Dividend versus Stock Dividend?

The cash dividend is that amount of money paid to the stockholders out of the company’s accumulated profit. However, it is not all the companies that pay dividends. The institution’s board of directors usually determine if the dividend is desirable for the company depending on various economic or financial factors. The company may decide to pay the dividends in the form of cash distribution to its shareholders either on a monthly quarterly or yearly basis. The dividends paid are taxable to the recipients. Stock dividends, on the other hand, differ with the cash dividends in that instead of paying out of cash, the company makes its payments out of stock. The stock dividends, therefore, increase the company’s outstanding shares as it decreases the stock. 

2. What are the important dates for the issuance of Dividends?
There are four critical dates for the issuance of dividends. The dates include declaration date, recording date, ex-dividend date and the payment date. Declaration date is that date at which the company’s board of directors announces the dividend. In the statement of declaration, the company has to include the date of record and the payment date. The company has a legal responsibility to pay the dividends once it is already declared. Whenever the company announces a bonus, it has to indicate the recording date which is the date at which one needs to be in the company to receive the dividends declared. The company will determine the holders of records and establish the proxy statements, one who sent the financial reports and other relevant information. After setting the recording date, the company sets the ex-dividend in compliance with the stock exchange regulations. If one buys tock before the ex-dividend date, the person will receive the dividend, but when the stock is purchased after on or after the ex-dividend date, the person will not receive the profits. For instance, XYZ announces dividend with an ex-dividend date of December 10. If an investor buys 200 shares of XYZ on December 10 or after the announcement date, then the person is not entitled to receive the dividends. The investor is however entitled to the next dividend. The time for the ex-dividend is in most cases set a day or before the recording date. The price of the stock may increase the dividend’s dollar amount as the date for ex-dividend approaches. The payment date is that time that has been scheduled by the company to settle the declared dividends.

3. What are preferred shares and why are they preferred?
Preferred stocks are regarded as a hybrid type of security that includes the features of both bonds and common stock. The advantage the shares have is that they have a tendency to pay the investors regularly and higher dividends as when compared to the common stock. The shares are regarded as preferred since they have a dividend that needs to be paid before the common stock shareholders. The shares for the preference dividends also carry a voting right. 

4. As an investor would you rather own common share or preferred shares?

As an investor, I would prefer having the preference shares instead of the common stock. The preference shares have a priority over the company’s income. The preference shares are paid before the common stockholders.
5. What is a stock split and what is the financial benefits to an investor in a stock split?

A stock split is the company’s action in which it divides the existing shares into multiple shares to help in boosting the liquidity of the shares. The number of outstanding shares increases by a given multiple whereas the total value of the shares remains the same as compared to the pre-split amounts. The split does not carry any value.

Part III:

Prepare the following Journal Entries for the following:

a. A $5.00 per share stock dividend was issued to 10,000 outstanding shares.
Total share value=5*10000=50000
Dr. Retained earnings	50000
Cr. 	Paid in capital	50000				
b. A $2.00 cash dividend was issued to 10,000 outstanding shares.
Total dividend paid	2*10000=20000
Dr. Dividend payable	20000
Cr	Cash		20000
c. There was a 2 for 1 stock split on 10,000 shares worth $20 each share.
=100000*2=20000 shares.
Share price= 20*20000=40000
No journal entry is required. 
