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1.    Define the term liabilities. 
Liability is a company’s financial legal obligation that is a result of business operations. They are probable payments of company’s obligations. They are normally settled over time through the transfer of benefits like services, goods money. When recording in the books of accounts, they are recorded on the right-hand side of the balance sheet. Examples of liabilities include accrued expenses, deferred revenues, and accounts payable.
2.    What are the three crucial factors/characteristics of liabilities?
The common Characteristics are that they must arise from past events, their settlement requires the use of assets to provide services or satisfy the underlying obligations which have to belong to the particular entity. Whenever an obligation has been incurred by the company, it remains a liability until the day the owing amount is settled.
3.    What are known liabilities? Give four examples of known liabilities.
The common examples include short-term liabilities and long-term liabilities, payable, short-term notes, warranties, lease liabilities, unearned revenues and tax payables. 
4.    What is capital stock?
Capital stock is the company’s capital which is represented by the value of issued preferred and common stock.
5.    Which financial statement will you find the stocks listed for a corporation?
The company financing liabilities and are aimed at producing cash are called debt obligations. The long-term debts for the company and short-term debt make the capital structure.
  The capital stock is recorded in the statement of financial position.
6.    What is the difference between common stock and preferred stock?
The holders of Common stock possess the rights to vote while the ones holding favored (preferred stock) stock don't have any. On allotment of profits, the preferred stockholders receive their profits in form of dividends before the common stockholders. 
7.    What is the difference between "authorized stock" and "issued and outstanding stock"?
[bookmark: _GoBack]Authorized stock is the determined number of shares that a company can offer to the public for subscription. On the other hand, an issued and outstanding stock is the number of shares that have been offered to the public and subscribed successfully. In any incidence, the number of issued shares cannot be more than the authorized. 
8.    What is the difference between par value stock and no-par value stock?
Par value stock is the expressed estimation of an offer as delineated in the organization's contract is called the par value. The non-par value stocks do not have baseline value per share hence any attached theoretical prices can be assigned to them.
9.    What is meant when the stock is issued at par?
When the stock is issued at par, it means that it is sold at face value as stated in the company’s charter. 
10.    What is meant when the stock is issued for a premium?
A share is issued at a premium when the selling value is higher than the par value.
11.    What is meant when the stock is issued at a discount?
When a share is issued at a discount, the par value is more than the issuing price.
12.    What is the difference between a stock dividend and a stock split?
Stock dividends and cash splits are similar but instead of paying cash, companies do pay out of stock. The result will be that the outstanding shares will increase in value the stock price will also increase. 
13.    What is the difference between cumulative preferred stocks and noncumulative preferred stocks?
When the company has preferred, it needs to keep track of the dividends, in any case, it selects to pay to the preferred shareholders. In the event that regardless it chooses to begin paying profits, the total favored investors will be qualified to get all profits in addition to those for the years the organization has missed an installment. If the company issues a non-preferred stock, the preferred shareholders of the firm will have no rights in future to receive the dividends the firm will decide not to pay. 
14.    What is a cash dividend?
The cash dividend is that money paid to the shareholders out of the company’s profits.  
15.    When a company declares a dividend, what accounts are affected when recording cash dividends? What accounts are affected when a cash dividend is paid? How would record each of these types of activities in a journal entry? Specifically, which account is debited and which account is credited?
In recording cash dividends, the affected accounts are the retained earnings (decrease) and dividends payable (increase). The dividends payable account would be debited in journal entry whereas the retained earnings account would be credited. 


