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Mattel, Inc.

» Shares of stock represent ownership of

company
» Stock may pay a dividend

» Stock that does not pay dividends offers
growth potential
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List major sources of




OWNERSHIP RIGHTS:
Common Stock

 Right to vote In matters
concerning corporation

* Right to share in distributions of
earnings

 Right to share in assets upon
liquidation

Humber of shares authorized, issned,
and outstanding




COMMON STOCK

 Stock assigned monetary value
— Par value

— Related to state laws for legal capital

* \When no monetary value assigned
— No-par stock

— Sometimes Boards assign a stated value
to no-par stock




OWNERSHIP RIGHTS:
Preferred Stock
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Describe financial




How do you record the sale of
5,000 shares of $100 par
preferred stock and 50,000 shares

of $20 common stock for
$1,500,0007?




Cash 1,500,000
Preferred Stock 500,000
Common Stock 1,000,000




How do you record the sale of
2,000 shares of $1 par common

stock for $55 (sold at a $54
premium)?




Cash 110,000
Common Stock 2,000
Paid In Capital in Excess of Par — Common Stock 108,000




Cash 400,000

s
= Common Stock 400,000
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Describe financial




What Is treasury stock
and how does a
corporation have It?

Treasury stock (T-stock) Is
a contra-equity that arises
when a corporation buys

Its own stock back.




Treasury Stock

Cash




How do you record the sale of
200 shares of the formerly

purchased treasury stock for $60
per share?




Cash
Treasury Stock

Paid in Capital in Excess of par — Treasury Stock




How do you record the sale of
200 shares of the formerly

purchased treasury stock for $40
per share?




Cash

= Paid in Capital in Excess of par — Treasury Stock

Treasury Stock




EXEISIT

Stockholders” Equity

Pald-in capltal:

Cornrnon stock, $25 par (20,000 shares

authorized and Issued)
Palc-In capltal In excess of par—common
Pald-In caphtal—traasury stock
Total pald-in capital

Retalned sarnings

Total

Deduct treasury stock (605 shares at cost)
Total stockholdars” aquity
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STOCK SPLITS

 Stock splits
— Reduce the par value of stock

— Increase number of shares of stock
proportionately

| HFTE HEill
III[II IIII Al 0CH SPLIT

4 shares, §100 par 20 shares, $20 par

i
5'. !
[ 2]

5400 total par value 5400 votal par value
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Analyze impact of




How do you compare
the effects of different

financing methods?

Look at the Impact on
earnings-per-share.




EXEISIT

%15 per Share
Common Stock
Financing

Eamings before Interest and
taxes—hase cass (EBIT)
Ratum on Investment

(12% = $1.500,000)
Interast on bonds

(10% = $1,500 000)

Eamings before taxes
Incorme tax (@40%)

Met Income

Base number of shares outstanding
Plus additional shares Issusd

Total shares outstanding
Earmmings per share (EPS)

$1,220,000

180,000

$1,400,000
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Describe financial




CASH DIVIDEND

* Requirements for cash dividend are
— Sufficient retained earnings

— Sufficient cash
— Formal action by board of directors




12/1 Retained Earnings 42,500
Dividends Payable 42,500




1/2 Dividends Payable 42,500
Cash 42,500




EXERCISE 11-2a

Fiji, Inc. has 25,000 shares of 1%, cumulative
preferred stock, $100 par, and 250,000 shares of
$50 par common stock outstanding. No dividends
were declared year 1; $40,000 were declared year

2; $80,000 declared year 3.

Press “Enter” or click left mouse button for answer.




EXERCISE 11-2b

Fiji, Inc. has 25,000 shares of 1%, cumulative
preferred stock, $100 par, and 250,000 shares of
$50 par common stock outstanding. No dividends
were declared year 1; $40,000 were declared year

2; $80,000 declared year 3.

Press “Enter” or click left mouse button for answer.




STOCK DIVIDEND

« Requirements for stock dividend
are

— Sufficient retained earnings
— Formal action by board of directors

 Small stock dividend recorded at
o | B 'pﬁ’l"-'{lﬁflll_ market price




Small stock dividend is less than
20% of outstanding shares.

5% @ 2000000 = $31=
3,100,000




Retained Earnings 3,100,000
= Stock Dividends Distributable 2,000,000

Paid in Capital in Excess of Par — Common Stock 1,100,000




1/10 Stock Dividends Distributable 2,000,000
Common Stock 2,000,000
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Describe financial

Statement




OTHER COMPREHENSIVE
INCOME

e Other comprehensive income (loss)
Includes

— Foreign currency items
— Pension liability adjustments
— Unrealized gains, losses on investments




EXEISIT

Comrmaon stock, $1.00 parvalue, 1.0 billion shares authorized,;
441.2 million shares issued

Additional paid-in capital

Treasury stock at cost; 26 million shares

Retained earnings

Accumulated other comprehensve los

Total steckholders’ equity
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Compute, interpret

dividend vyield




DIVIDEND YIELD

Dividend Yield =

Annual Dividend per share /
Market Price per Share




DIVIDEND YIELD: mattel

Mattel’s common stock price was
$18.89 at year end. The dividend

paid was $0.45.
Dividend yield =
45/18.89
2.38%




ANALYZING DIVIDEND
YIELD

Company Dividend Yield (%)
ATET Corporation L.0G
Duke Energy Corporation 446
Ganeral Motors 8.10
Hewlatt-Packard Compary 1.05
Home Depot Inc. 0.82
Oracle Corporatlon MNone
The Coca-Cola Company 1.00

How does Mattel’s dividend yield compare
to other companies listed above?




DIVIDEND PAYOUT RATIO

Dividend Payout Ratio =

Annual Cash Dividend / Annual Net
Income




DIVIDEND PAYOUT RATIO:
Mattel

If Mattel’s reported earnings were

$537.6 and its paid cash dividends
were $171.3, calculate Mattel’s
dividend payout ratio.

Dividend payout ratio =
$171.3/%537.6 =
o100




ANALYZING DIVIDEND
PAYOUT

Industry (large companies only) Dividend Payout Ratio (%)
n‘l'
19
&

M
Electric and gas utilities 21
Electronlc manufacturing
Financial services 1

How does Mattel’s dividend payout ratio
compare to other companies listed above?
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