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Understanding the Financial Details of the
Question

In analyzing the statement, "Question 3 Of 16 4 Points $500,000 PETO Para P
50.000 Shares Issued Common Atok $15 Par Val, 300 000," it's essential to
break down each component to grasp its significance fully. This question
likely pertains to a corporate finance scenario involving share issuance, par
value, and possibly the company's capitalization or stock transaction
details.

Decoding the Key Components

1. The Total Amount: $500,000
This figure probably indicates the total amount involved in the transaction,
such as the total proceeds from issuing shares or the company's total paid-up
capital.

2. PETO Para P 50.000 Shares
This suggests that the company, possibly named PETO, has issued shares with a
par value of P50.000 each. The term "Para" indicates the par value per share.

3. Shares Issued and Common Stock
The mention of "Shares Issued" and "Common" indicates that these are common
shares issued to shareholders, which typically carry voting rights and
dividends.



4. Atok $15 Par Val
The term "Atok" may refer to the stock exchange or a specific class of stock,
with a par value of $15. This might relate to the market price or a different
class of stock issued.

5. 300,000 Shares
The number of shares issued or outstanding is 300,000, which is vital for
calculating per-share metrics and understanding the company's capitalization.

Analyzing the Corporate Finance Implications

Understanding Share Capital and Par Values

The company's share capital structure is critical in finance and accounting:

- Authorized Share Capital: The maximum number of shares the company is
authorized to issue.
- Issued Shares: The number of shares actually issued to shareholders.
- Par Value: The nominal or face value of each share, representing the
minimum legal capital per share.

In this case, the company has issued 300,000 shares with a par value of P50
each, totaling a nominal capital of P15,000,000.

Calculating Total Par Value of Issued Shares

Using the given data:

- Number of Shares Issued: 300,000
- Par Value per Share: P50.000

Total Par Value = 300,000 shares × P50.000 = P15,000,000

This figure represents the company's legal capital based on the issued
shares.

Understanding the Market and Book Values

- The mention of "$15 Par Val" suggests a market or book value per share,
possibly in dollars, which could differ from the par value.



- If $15 is the market price, then the total market value of issued shares
is:

Total Market Value = 300,000 shares × $15 = $4,500,000

- Comparing this with the total par value helps assess the company's premium
or discount on issuance.

Implications for Shareholders and Investors

Shareholder Equity and Capitalization

- The par value and total issued shares contribute to the company's share
capital, an essential component of shareholder equity.
- The company has a legal capital of P15,000,000, which acts as a buffer for
creditors.

Potential for Additional Issuance or Capital Raising

- If the company wishes to raise more capital, it can issue additional shares
within authorized limits.
- Understanding the existing share structure helps determine dilution effects
and valuation.

Impact on Earnings and Dividends

- The number of shares directly impacts earnings per share (EPS) and dividend
per share (DPS).
- More shares can dilute earnings but also allow for broader distribution of
profits.

Calculating Key Financial Ratios

1. Par Value to Market Price Ratio
This ratio indicates how the market values the shares relative to their par
value.

- Market Price per Share: $15
- Par Value per Share: P50 (converted to dollars if necessary)



Assuming parity or conversion rates, investors can analyze whether shares are
over- or undervalued.

2. Capitalization Rate
Total capitalization based on issued shares:

- Total Par Value Capitalization: P15,000,000
- Total Market Capitalization: $4,500,000

Understanding the company's valuation involves comparing these figures,
considering exchange rates and market conditions.

3. Return on Equity (ROE) and Earnings per Share
(EPS)
- EPS = Net Income / Total Shares Outstanding
- ROE = Net Income / Shareholders' Equity

Knowing total shares (300,000) and total capital helps in calculating these
ratios once net income figures are available.

Legal and Accounting Considerations

Share Capital and Legal Limits
- Companies must adhere to legal minimums and maximums for share capital.
- The par value establishes the minimum legal capital, but the actual issued
capital can be higher through additional paid-in capital.

Recording Share Transactions
- Issuance of shares at par value results in credit to common stock account.
- Excess amounts over par value are credited to Additional Paid-In Capital
(APIC).

Journal Entry Example
Suppose the shares are issued at market price:

- Debit: Cash (Number of shares × Market price)
- Credit: Common Stock (Number of shares × Par value)
- Credit: Additional Paid-In Capital (Difference between total proceeds and
par value)



Strategic Significance for the Company

Funding Growth and Expansion
- Issuing shares is a primary method for raising capital.
- The size and structure of share issuance affect the company's ability to
finance projects.

Market Perception and Investor Confidence
- The issuance details influence investor perceptions.
- Transparent reporting on share capital and issuance helps build trust.

Corporate Governance and Shareholder Rights
- The number of shares and their distribution impact voting rights.
- Proper issuance and reporting uphold good governance practices.

Conclusion

The detailed analysis of the statement "Question 3 Of 16 4 Points $500,000
PETO Para P 50.000 Shares Issued Common Atok $15 Par Val, 300 000" reveals a
comprehensive picture of a company's share structure, capitalization, and
financial positioning. Understanding the interplay between par values, issued
shares, and market prices is vital for investors, financial analysts, and
company management. Properly interpreting such data supports sound investment
decisions, accurate financial reporting, and strategic planning for future
growth.

By breaking down each component and examining its implications, stakeholders
can better appreciate the complexities of corporate finance and the
importance of transparent, accurate financial communication. Whether you're a
student preparing for exams or a professional analyzing a company's financial
health, mastering these concepts is crucial in the world of finance and
investment.

Frequently Asked Questions

What does the issuance of 50,000 shares at a $15 par
value indicate about PETO Para P?
It indicates that PETO Para P issued 50,000 shares of common stock, each with



a par value of $15, totaling a par value of $750,000, which reflects the
nominal value per share set by the company.

How does the issuance of 300,000 shares at a $15 par
value impact PETO Para P's equity?
Issuing 300,000 shares at $15 par value increases the company's common stock
account by $4,500,000, representing the total par value of the issued shares,
and potentially affects additional paid-in capital depending on the issue
price.

What is the significance of the $500,000 figure in
relation to PETO Para P's share issuance?
The $500,000 likely represents either the total proceeds from the share
issuance or a specific accounting figure related to the transaction, such as
additional paid-in capital or a specific funding amount.

Why is the par value important in the context of
issuing common shares like those of PETO Para P?
Par value establishes the minimum legal capital per share and helps prevent
the issuance of shares at a price below this value, thereby protecting
creditors and clarifying the company's capital structure.

What could be the reason for the discrepancy between
the 50,000 shares issued and the 300,000 shares
mentioned?
The discrepancy could indicate different classes of shares, authorized versus
issued shares, or a typographical error; typically, the issued shares are a
subset of the authorized shares, and further clarification is needed to
understand the specific transaction.

Additional Resources
In-Depth Analysis of Question 3 of 16: Equity Structure and Valuation of PETO
Para P

When evaluating a company's financial standing, especially its equity
structure and valuation, it's essential to understand the core components
that define its market value and ownership distribution. The question
referencing the issuance of $500,000 PETO Para P with 50,000 shares issued at
$15 par value and a total authorized capital of 300,000 shares presents a
comprehensive scenario for analysis. This review aims to dissect each element
with clarity, providing insights into the company's capitalization,



shareholder implications, and valuation nuances.

---

Understanding the Basic Data

Before delving into complex calculations, let's clarify the fundamental data
points:

- Total Authorized Shares: 300,000 shares
- Shares Issued: 50,000 shares
- Par Value per Share: $15
- Total Capital Issued: $500,000

These figures form the backbone of the company's equity profile. The
authorized shares represent the maximum number of shares the company can
issue legally, while the issued shares are those that have been actually
distributed to shareholders.

---

Analyzing the Par Value and Its Significance

Par value is a nominal value assigned to a share at the time of issuance,
often set to establish a minimum legal capital. In this context:

- Par value per share = $15
- Total issued capital based on par value = 50,000 shares × $15 = $750,000

However, the question notes that the company has issued $500,000 worth of
stock, which suggests that the issuance was not at par value or that the
total paid-in capital differs from the sum of the par values. This
discrepancy warrants further exploration.

---

Implications of Par Value in Equity Accounting

- Par value is primarily a legal or accounting concept; it does not
necessarily reflect the market value of the stock.
- When shares are issued at a price above par value, the excess is recorded
as additional paid-in capital.
- Conversely, issuing shares below par value is generally prohibited or may
lead to legal issues.



Given that the total value issued is $500,000 and the par value per share is
$15, the following possibilities exist:

- The company issued 50,000 shares at a price above par value:
- Issue Price per Share = Total Issue Price / Number of Shares = $500,000 /
50,000 = $10 per share
- But this is less than the par value of $15, which is generally not
permissible, indicating a potential accounting inconsistency or a scenario
where the share issuance was at a different price.

- Alternatively, the $500,000 could represent the total paid-in capital,
including both the amount at par and additional paid-in capital, which would
suggest the shares were issued at a premium.

Conclusion:
It’s crucial to clarify whether the $500,000 represents the total amount paid
by shareholders or just the par value of the issued stock. Given the data,
it’s most likely the total paid-in capital, which includes both the par value
and any excess amount paid over par.

---

Calculating the Shareholders’ Equity Components

Breaking down the company's equity involves understanding the components:

1. Common Stock (Par Value):
- Represents the legal capital contributed by shareholders.
- Calculation:
- 50,000 shares issued × $15 par value = $750,000 (par value total)

2. Paid-in Capital in Excess of Par:
- The amount received from shareholders over the par value.
- Calculation:
- Total amount paid = $500,000 (from the question)
- Par value total = $750,000
- Since total paid-in capital cannot be less than the par value, this
suggests a correction or different interpretation.

Note:
The discrepancy indicates that perhaps the $500,000 is the total amount
received for the shares issued at $15 par value, meaning the issue price per
share is:

- Issue Price per Share = $500,000 / 50,000 = $10 per share

But issuing shares at $10 when par value is $15 is generally invalid, as
shares cannot be issued below par value. Therefore, the correct
interpretation is that:



- The $500,000 refers to total paid-in capital, including the par value and
additional paid-in capital, and that the par value per share is indeed $15.
- If so, the total par value of the issued shares is 50,000 × $15 = $750,000,
meaning the paid-in capital is at least this amount.

Alternatively, the initial data might be simplified for exam purposes,
assuming that $500,000 is the total value of the shares issued at $15 par
value, which would require the number of shares issued to be:

- Number of Shares Issued = $500,000 / $15 = approximately 33,333 shares

But since the question explicitly states 50,000 shares issued at $15 par
value, the most consistent interpretation is:

- Total Par Value of Issued Shares: 50,000 × $15 = $750,000
- Total Paid-in Capital: The amount received over par, which may be
explicitly provided or assumed to be equal to the total issue value.

---

Market Value and Company Valuation

Understanding the market value and overall valuation of the company based on
the given data is critical:

- Total Authorized Shares: 300,000
- Shares Issued: 50,000
- Total Paid-in Capital (assumed): $500,000

Market Value of Equity:
The market value depends on the current share price, which is not directly
provided. However, if we assume the issue price (or current market price) per
share is the same as the par value ($15), then:

- Market Capitalization = 50,000 shares × $15 = $750,000

If, instead, the company’s stock trades at a premium or discount to par
value, then market capitalization would differ:

- Premium Scenario:
- Suppose the stock trades at $20 per share:
- Market value = 50,000 shares × $20 = $1,000,000

- Discount Scenario:
- If trading at $10 per share:
- Market value = 50,000 shares × $10 = $500,000

The actual market value hinges heavily on investor perception, company
performance, and market conditions.



---

Ownership and Control Implications

With 50,000 shares issued out of a total authorized 300,000 shares, the
ownership structure is:

- Ownership Percentage of Issued Shares:
- (50,000 / 300,000) × 100% ≈ 16.67%

This indicates that:

- The current shareholders hold approximately 16.67% of the total authorized
shares.
- There remains significant room for the company to issue additional shares,
potentially diluting current ownership if new shares are issued.

Implications:

- The company has ample authorized shares to raise additional capital or
issue stock options.
- The current shareholders hold a minority stake, unless they are the primary
owners, which would depend on who owns the 50,000 shares.

---

Potential for Future Capital Raising and
Dilution

The fact that only 50,000 shares are issued out of a 300,000 shares
authorized opens possibilities:

- The company can issue up to 250,000 additional shares without needing
shareholder approval (assuming standard corporate governance rules).
- Future issuance can lead to increased capital, expansion, or strategic
acquisitions.

Risks:

- Dilution of current ownership stakes.
- Potential downward pressure on stock price if new shares flood the market.
- Need for clear communication with shareholders regarding issuance plans.

---



Legal and Regulatory Considerations

- Authorized but Unissued Shares:
- The company must adhere to legal procedures before issuing additional
shares.
- Shareholder approval may be required for significant issuance increases.

- Par Value and Legal Capital:
- The par value establishes the minimum legal capital; issuing shares below
par is typically prohibited.
- Proper accounting must reflect the par value and any additional paid-in
capital.

- Disclosure and Transparency:
- Companies must disclose the amount of authorized, issued, and outstanding
shares.
- Accurate reporting influences investor confidence and regulatory
compliance.

---

Concluding Insights

This detailed examination of Question 3 of 16 regarding PETO Para P’s share
issuance and valuation reveals several critical points:

- The company’s authorized shares (300,000) provide room for growth and
future capital raising.
- The 50,000 shares issued at $15 par value form the basis of current
shareholder equity, with a total par value of $750,000.
- The total paid-in capital (assumed to be $500,000) suggests that shares may
have been issued at a price below par, which would be unusual, or that the
data is simplified for the purpose
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