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E11-16 (ALGO) RECORDING AND ANALYZING TREASURY STock TRANSACTIONS LO11-3, 11-4, 11-9 DURING THE YEAR
IS A COMPREHENSIVE TOPIC THAT DELVES INTO THE INTRICACIES OF MANAGING TREASURY STOCK WITHIN A COMPANY'S
FINANCIAL RECORDS. THIS PROCESS IS ESSENTIAL FOR ACCURATE FINANCIAL REPORTING AND STRATEGIC CORPORATE DECISION-
MAKING. UNDERSTANDING HOW TO RECORD AND ANALYZE TREASURY STOCK TRANSACTIONS THROUGHOUT THE FISCAL YEAR
HELPS ACCOUNTANTS, FINANCIAL ANALYSTS, AND MANAGEMENT MAINTAIN TRANSPARENCY AND COMPLIANCE WITH ACCOUNTING
STANDARDS.

IN THIS ARTICLE, WE WILL EXPLORE THE KEY CONCEPTS INVOLVED IN TREASURY STOCK TRANSACTIONS, THE ACCOUNTING
METHODS USED, AND HOW TO ANALYZE THE IMPACT OF THESE TRANSACTIONS DURING THE YEAR. WE'LL ALSO DISCUSS
PRACTICAL EXAMPLES, COMMON CHALLENGES, AND BEST PRACTICES TO OPTIMIZE YOUR UNDERSTANDING AND APPLICATION OF
THESE PRINCIPLES.

UNDERSTANDING TREASURY STock: DEFINITION AND BASIC CONCEPTS

WHAT Is TREASURY SToOCK?

TREASURY STOCK, ALSO KNOWN AS REPURCHASED STOCK OR REACQUIRED STOCK, REFERS TO SHARES THAT A COMPANY HAS
ISSUED AND SUBSEQUENTLY BOUGHT BACK FROM THE MARKETPLACE. THESE SHARES ARE HELD IN THE COMPANY'S TREASURY AND
ARE NOT CONSIDERED OUTSTANDING SHARES. COMPANIES MAY HOLD TREASURY STOCK FOR VARIOUS REASONS, INCLUDING!:

- To SUPPORT THE STOCK PRICE

- To HAVE SHARES AVAILABLE FOR EMPLOYEE COMPENSATION PLANS
- TO PREVENT HOSTILE TAKEOVERS

- To MANAGE EARNINGS PER SHARE (EPS) METRICS

Key CHARACTERISTICS OF TREASURY STOCK

- |T HAS NO VOTING RIGHTS WHILE HELD IN TREASURY.
- |T DOES NOT RECEIVE DIVIDENDS.
- |T REDUCES TOTAL EQUITY ON THE BALANCE SHEET.
- |T CAN BE REISSUED OR RETIRED.

ACCOUNTING FOR TREASURY STOCk TRANSACTIONS

MeTHODS OF RECORDING TREASURY STOCK

THERE ARE PRIMARILY TWO METHODS USED TO RECORD TREASURY STOCK TRANSACTIONS:
1. CosT METHOD: THE TREASURY STOCK IS RECORDED AT ITS PURCHASE COST. WHEN REISSUED, THE COST BASIS IS USED
TO DETERMINE GAINS OR LOSSES.

2. PAR VALUE MeTHoD: LESS COMMON, THIS APPROACH RECORDS TREASURY STOCK AT ITS PAR VALUE, AND ADDITIONAL
PAID-IN CAPITAL IS ADJUSTED ACCORDINGLY.



THE COST METHOD IS MORE PREVALENT DUE TO ITS SIMPLICITY AND CLARITY.

JOURNAL ENTRIES FOR TREASURY STOCK TRANSACTIONS

BELOW ARE TYPICAL JOURNAL ENTRIES ASSOCIATED WITH TREASURY STOCK TRANSACTIONS UNDER THE COST METHOD:

® PURCHASE oF TREASURY STock:

Dr. Treasury Stock (at cost)
Cr. Cash

* REISSUANCE OF TREASURY STOCK:

Dr. Cash
Cr. Treasury Stock (at original cost)
Cr./Dr. Additional Paid-in Capital-Treasury Stock (difference)

® RETIREMENT OF TREASURY STOCK:

Dr. Common Stock (par value)

Dr. Additional Paid-in Capital-Retirement
Cr. Treasury Stock (at cost)

Cr. Paid-in Capital-Retirement

ANALYZING TREASURY STock TRANSACTIONS DURING THE YEAR

TRACKING AND REPORTING TREASURY STOCK ACTIVITIES

DURING THE FISCAL YEAR, A COMPANY MAY UNDERTAKE MULTIPLE TREASURY STOCK TRANSACTIONS. MANAGING THESE
ACCURATELY INVOLVES!

- MAINTAINING DETAILED RECORDS OF PURCHASE AND REISSUANCE DATES
- TRACKING COST BASIS FOR EACH TRANSACTION

- RECOGNIZING GAINS OR LOSSES UPON REISSUANCE

- ADJUSTING EQUITY ACCOUNTS ACCORDINGLY

PROPER ANALYSIS HELPS ASSESS THE IMPACT ON EARNINGS PER SHARE, RETURN ON EQUITY, AND OVERALL FINANCIAL HEALTH.

IMPACT ON FINANCIAL STATEMENTS

TREASURY STOCK TRANSACTIONS INFLUENCE SEVERAL FINANCIAL METRICS AND STATEMENTS:

- BALANCE SHEET: TREASURY STOCK REDUCES TOTAL SHAREHOLDERS' EQUITY.



- INCOME STATEMENT: REISSUANCE GAINS OR LOSSES MAY IMPACT NET INCOME IF NOT PROPERLY CLASSIFIED.
- STATEMENT OF CASH FLOWS: PURCHASES AND REISSUANCES APPEAR IN FINANCING ACTIVITIES.

STeP-BY-STEP PROCESS FOR RECORDING TREASURY STOCK TRANSACTIONS

STeP 1: PURCHASE oF TREASURY STock
\X/HEN THE COMPANY REPURCHASES ITS OWN SHARES:
- RECORD AT THE PURCHASE PRICE.

- DEBIT TREASURY STOCK ACCOUNT.
- CrebIT CASH.

STeEP 2: REISSUANCE OF TREASURY STOCK
\X/HEN TREASURY SHARES ARE RE-SOLD:

- EECORD CASH RECEIVED.

- DeiT CASH.

- CrREDIT TREASURY STOCK AT ORIGINAL COST.
- RECORD ANY EXCESS AS ADDITIONAL PAID-IN CAPITAL.

STEP 3: RETIREMENT OF TREASURY STOCK
|F THE COMPANY DECIDES TO RETIRE TREASURY SHARES:

- DEBIT COMMON STOCK FOR TOTAL PAR VALUE.

- DEBIT ADDITIONAL PAID-IN CAPITAL (IF APPLICABLE).

- CREDIT TREASURY STOCK AT COST.
- ADJUST ADDITIONAL PAID-IN CAPITAL FROM PREVIOUS REISSUANCES IF NEEDED.

ANALYZING THE EFFECTS OF TREASURY STOCK TRANSACTIONS

Key ANALYTICAL POINTS

- IMPACT oN EQUITY: TREASURY STOCK REDUCES TOTAL SHAREHOLDERS' EQUITY.

- EARNINGS PER SHARE (EPS): REPURCHASING SHARES CAN INCREASE EPS BY REDUCING OUTSTANDING SHARES.
- RETURN oN EQuITY (ROE): A DECREASE IN EQUITY CAN AFFECT ROE RATIOS.

- MARKET PERCEPTION: BUYBACKS MAY SIGNAL CONFIDENCE, AFFECTING STOCK PRICE.

CALCULATING AND INTERPRETING GAINS OR LOSSES
\X/HEN TREASURY STOCK IS REISSUED:
- |F REISSUE PRICE > COST BASIS, RECOGNIZE A GAIN.

- |F REISSUE PRICE < COST BASIS, RECOGNIZE A LOSS.
- THESE GAINS OR LOSSES NEED PROPER CLASSIFICATION TO COMPLY WITH ACCOUNTING STANDARDS.



PrACTICAL ExAMPLES AND CASE STUDIES

ExAMPLE 1: PURCHASE AND REISSUANCE OF TREASURY STOCK

SUPPOSE A COMPANY REPURCHASES 1,000 SHARES AT $20 PER SHARE:

- DeriT TrREASURY STock: $20,000
- CrepiT CasH: $20,000

LATER, THE COMPANY REISSUES 500 SHARES AT $25 PER SHARE:
- DeeiT CasH: $12,500
- CreDIT TREASURY STock: (500 x $20) = $10,000

- CrepIT ADDITIONAL PAID-IN CAPITAL: $2,500

THIS ILLUSTRATES HOW GAINS ARE RECORDED AND IMPACTS ON EQUITY.

ExAMPLE 2: RETIREMENT OF TREASURY STOCK

|F THE SAME COMPANY RETIRES THE REMAINING TREASURY STOCK:

- DeeiT CoMMoN STock (PAR VALUE): AssUME $ 1 AR, 500 sHares = $500
- DeBIT ApDITIONAL PAID-IN CAPITAL: REMAINING BALANCE

- CrepIT TREASURY STock: $10,000

- CrepIT PAID-IN CAPITAL—RETIREMENT: REMAINING BALANCE

THIS PROCESS PERMANENTLY REDUCES THE NUMBER OF SHARES OUTSTANDING.

BEST PRACTICES FOR MANAGING TREASURY STOCK TRANSACTIONS

e MAINTAIN DETAILED TRANSACTION RECORDS.

o ENSURE COMPLIANCE WITH GAAP AND IFRS STANDARDS.

® REGULARLY RECONCILE TREASURY STOCK ACCOUNTS.

® PROVIDE TRANSPARENT DISCLOSURES IN FINANCIAL STATEMENTS.

e ANALYZE THE STRATEGIC IMPACT OF BUYBACKS ON SHAREHOLDER VALUE.

CoMMON CHALLENGES AND How To ADDRESS THEM

CHALLENGES

- ACCURATE TRACKING OF MULTIPLE TRANSACTIONS
- PROPER CLASSIFICATION OF GAINS/LOSSES
- IMPACT ON KEY RATIOS AND FINANCIAL METRICS



- REGULATORY COMPLIANCE

SOLUTIONS

- USE ACCOUNTING SOFTWARE FOR TRANSACTION TRACKING
- FoLLOW STANDARDIZED PROCEDURES FOR RECORDING

- CONSULT WITH AUDITORS FOR COMPLEX TRANSACTIONS

- KEEP ABREAST OF CHANGING ACCOUNTING STANDARDS

CoNCLUSION

MANAGING TREASURY STOCK TRANSACTIONS ACCURATELY IS VITAL FOR MAINTAINING TRANSPARENT FINANCIAL REPORTING AND
MAKING INFORMED STRATEGIC DECISIONS. RECORDING AND ANALYZING THESE TRANSACTIONS DURING THE YEAR INVOLVES
UNDERSTANDING THE CORE PRINCIPLES, EMPLOYING PROPER ACCOUNTING METHODS, AND CONTINUOUSLY MONITORING THEIR
IMPACT ON FINANCIAL STATEMENTS. BY ADHERING TO BEST PRACTICES AND ADDRESSING COMMON CHALLENGES PROACTIVELY,
COMPANIES CAN ENSURE COMPLIANCE AND OPTIMIZE SHAREHOLDER VALUE THROUGH EFFECTIVE TREASURY STOCK MANAGEMENT.

THIS COMPREHENSIVE GUIDE SERVES AS AN ESSENTIAL RESOURCE FOR ACCOUNTING PROFESSIONALS, FINANCIAL ANALYSTS, AND
CORPORATE MANAGERS SEEKING TO DEEPEN THEIR UNDERSTANDING OF TREASURY STOCK TRANSACTIONS AND THEIR IMPLICATIONS
DURING THE FISCAL YEAR.

FREQUENTLY ASKeED QUESTIONS

\WHAT IS THE PRIMARY PURPOSE OF RECORDING TREASURY STOCK TRANSACTIONS
DURING THE YEAR?

THE PRIMARY PURPOSE IS TO ACCURATELY REFLECT A COMPANY'S OWN SHARES THAT HAVE BEEN REPURCHASED OR REISSUED,
WHICH IMPACTS SHAREHOLDERS' EQUITY AND PROVIDES INSIGHTS INTO MANAGEMENT'S SHARE REPURCHASE STRATEGIES.

How ARE TREASURY STOCK TRANSACTIONS RECORDED ON THE FINANCIAL STATEMENTS?

TREASURY STOCK TRANSACTIONS ARE RECORDED BY DEBITING OR CREDITING THE TREASURY STOCK ACCOUNT IN THE EQUITY
SECTION, TYPICALLY AT COST, AND ARE DISCLOSED IN THE SHAREHOLDERS' EQUITY STATEMENT.

W/HAT IMPACT DO TREASURY STOCK PURCHASES HAVE ON EARNINGS PER SHARE (EPS)?

PURCHASING TREASURY STOCK REDUCES THE NUMBER OF OUTSTANDING SHARES, WHICH CAN INCREASE EPS, ASSUMING NET
INCOME REMAINS CONSTANT, MAKING THE COMPANY'S EARNINGS APPEAR MORE FAVORABLE.

How DOES REISSUING TREASURY STOCK AFFECT THE COMPANY'S EQUITY AND INCOME
STATEMENT?

REISSUING TREASURY STOCK INCREASES CASH AND DECREASES THE TREASURY STOCK ACCOUNT, IMPACTING TOTAL
SHAREHOLDERS' EQUITY, IT MAY ALSO RESULT IN GAINS OR LOSSES THAT ARE RECOGNIZED IN THE INCOME STATEMENT IF
REISSUANCE PRICE DIFFERS FROM COST.



\WHAT ARE THE JOURNAL ENTRIES FOR PURCHASING TREASURY STOCK DURING THE YEAR?

THE TYPICAL JOURNAL ENTRY IS: DEBIT TREASURY STOCK AND CREDIT CASH, RECORDED AT THE PURCHASE COST OF THE
SHARES.

How ARE GAINS OR LOSSES FROM TREASURY STOCK REISSUANCE HANDLED?

GAINS FROM REISSUANCE ARE CREDITED TO PAID-IN CAPITAL FROM TREASURY STOCK, WHILE LOSSES ARE DEBITED TO PAID-IN
CAPITAL FROM TREASURY STOCK OR RETAINED EARNINGS IF THE ACCOUNT BALANCE IS INSUFFICIENT.

WHY IS IT IMPORTANT TO ANALYZE TREASURY STOCK TRANSACTIONS DURING THE
YEAR?

ANALYZING THESE TRANSACTIONS HELPS ASSESS MANAGEMENT'S SHARE REPURCHASE STRATEGIES, IMPACTS ON EARNINGS PER
SHARE, AND OVERALL SHAREHOLDERS' EQUITY, PROVIDING INSIGHTS INTO COMPANY PERFORMANCE AND CAPITAL MANAGEMENT.

\WHAT DISCLOSURES ARE TYPICALLY REQUIRED IN THE FINANCIAL STATEMENTS
CONCERNING TREASURY STOCK TRANSACTIONS?

DISCLOSURES INCLUDE THE NUMBER OF SHARES PURCHASED OR REISSUED, THE COST PER SHARE, TOTAL COST OF TREASURY
STOCK, AND ANY GAINS OR LOSSES RECOGNIZED, ALONG WITH THE IMPACT ON SHAREHOLDERS’ EQUITY.

ADDITIONAL RESOURCES

E11-16 (ALGO) RECORDING AND ANALYZING TREASURY STOCKk TRANSACTIONS LO11-3, 11-4, 11-9 DURING THE YEAR

IN THE COMPLEX LANDSCAPE OF CORPORATE FINANCE, ONE OF THE MORE NUANCED TOPICS IS THE MANAGEMENT AND ACCOUNTING
OF TREASURY STOCK TRANSACTIONS. THESE TRANSACTIONS—BUYING BACK SHARES, REISSUING TREASURY SHARES, OR
RETIRING THEM—ARE VITAL FOR UNDERSTANDING A COMPANY'S CAPITAL STRUCTURE, SHAREHOLDER VALUE STRATEGIES, AND
FINANCIAL HEALTH. THE PROBLEM E11-16 (ALGO), WHICH INVOLVES RECORDING AND ANALYZING TREASURY STOCK
TRANSACTIONS DURING A FISCAL YEAR, IS EMBLEMATIC OF THE INTRICATE ACCOUNTING PRINCIPLES THAT PROFESSIONALS MUST
MASTER TO ACCURATELY REFLECT A COMPANY'S EQUITY TRANSACTIONS. THIS ARTICLE AIMS TO UNPACK THE KEY CONCEPTS,
PROCEDURES, AND ANALYTICAL TECHNIQUES INVOLVED IN RECORDING AND ANALYZING TREASURY STOCK ACTIVITIES, PROVIDING
CLARITY FOR STUDENTS, ACCOUNTANTS, AND FINANCIAL ANALYSTS ALIKE.

UNDERSTANDING TREASURY STOCK: DEFINITION AND SIGNIFICANCE

BEFORE DELVING INTO THE MECHANICS OF RECORDING TRANSACTIONS, IT’S ESSENTIAL TO UNDERSTAND WHAT TREASURY STOCK
IS AND WHY COMPANIES ENGAGE IN SUCH TRANSACTIONS.

WHAT Is TREASURY SToCK?

TREASURY STOCK, ALSO KNOWN AS REACQUIRED STOCK, COMPRISES SHARES THAT A CORPORATION HAS ISSUED AND
SUBSEQUENTLY REPURCHASED FROM SHAREHOLDERS BUT HAS NOT RETIRED OR CANCELED. THESE SHARES ARE HELD IN THE
COMPANY'S TREASURY AND ARE CONSIDERED ISSUED BUT NOT OUTSTANDING.

KEY POINTS:

- ISSUED vS. OUTSTANDING SHARES: |SSUED SHARES INCLUDE ALL SHARES A CORPORATION HAS EVER SOLD, INCLUDING THOSE
REPURCHASED. OUTSTANDING SHARES EXCLUDE TREASURY SHARES.

- ReacqQuisiTioN PurPose: COMPANIES BUY BACK STOCK FOR VARIOUS REASONS—RETURNING VALUE TO SHAREHOLDERS,



INCREASING EARNINGS PER SHARE, DEFENDING AGAINST TAKEOVER, OR PREPARING FOR EMPLOYEE COMPENSATION PLANS.

SIGNIFICANCE OF TREASURY SToCk TRANSACTIONS

ENGAGING IN TREASURY STOCK TRANSACTIONS IMPACTS:

- EARNINGS PER SHARE (EPS) BUYING BACK SHARES REDUCES THE NUMBER OF OUTSTANDING SHARES, POTENTIALLY INCREASING
EPS.

- SHAREHOLDER EQUITY: TREASURY STOCK IS A CONTRA-EQUITY ACCOUNT, DECREASING TOTAL SHAREHOLDERS’ EQUITY WHEN
PURCHASED.

- MARKET PERCEPTION: SHARE BUYBACKS CAN SIGNAL CONFIDENCE, AFFECTING STOCK PRICES.

- CAPITAL STRUCTURE: REISSUANCE OF TREASURY SHARES ALTERS THE EQUITY COMPOSITION.

UNDERSTANDING THESE IMPLICATIONS UNDERSCORES THE IMPORTANCE OF ACCURATELY RECORDING AND ANALYZING TREASURY
STOCK TRANSACTIONS.

FUNDAMENTAL ACCOUNTING PRINCIPLES FOR TREASURY STOCK

PROPER ACCOUNTING FOR TREASURY STOCK HINGES ON ESTABLISHED ACCOUNTING STANDARDS, NOTABLY U.S. GAAP.

ACCOUNTING FOR TREASURY SToCk PURCHASES

- WHEN A COMPANY REPURCHASES ITS STOCK, IT RECORDS THE TRANSACTION AT THE COST PAID.
- THE JOURNAL ENTRY TYPICALLY INVOLVES DEBITING THE TREASURY STOCK ACCOUNT AND CREDITING CASH.
- TREASURY STOCK IS A CONTRA-EQUITY ACCOUNT, REDUCING TOTAL SHAREHOLDERS’ EQUITY.

SAMPLE JOURNAL ENTRY FOR PURCHASE:
ANNY

DeBIT: TREASURY STock (AT cosT)
CrebIT: CASH

LS8N

REISSUANCE OF TREASURY STOCK

- WHEN THE COMPANY REISSUES TREASURY SHARES, THE ACCOUNTING DEPENDS ON THE REISSUE PRICE RELATIVE TO THE COST.

|F REISSUE PRICE > COST:
- THE EXCESS IS CREDITED TO PAID-IN CAPITAL FROM TREASURY STOCK, IF AVAILABLE.
- IF NO BALANCE EXISTS, IT IS CREDITED TO PAID-IN CAPITAL IN EXCESS OF PAR.

|F REISSUE PRICE < COST:
- THE DIFFERENCE REDUCES PAID-IN CAPITAL FROM TREASURY STOCK.
- IF INSUFFICIENT, IT REDUCES RETAINED EARNINGS.

SAMPLE JOURNAL ENTRY FOR REISSUE AT A PROFIT:

ARNY

DeeiT: CAsH (FOR REISSUE PROCEEDS)
CrEDIT: TREASURY STock (AT ORIGINAL COST)
CrepiT: PAID-IN CAPITAL FROM TREASURY STock (FOR EXCESS)

ARNY



RECORDING TREASURY STock TRANSACTIONS DURING THE YEAR

E11-16 (ALGO) INVOLVES A SERIES OF TRANSACTIONS OVER THE FISCAL YEAR, REQUIRING METICULOUS RECORDING TO
REFLECT TRUE FINANCIAL POSITION.

Key TRANSACTIONS AND THEIR ACCOUNTING ENTRIES

1. PURCHASE OF TREASURY STOCK
- W/HEN THE COMPANY BUYS BACK SHARES, RECORD AT COST.

ExXAMPLE:

ARNY

DeeiT: TREASURY STock (e.G., 10,000 sHares x $15 = $150,000)
CrepiT: CasH $150,000

ARNY

2. REISSUANCE oF TREASURY STock AT A GAIN
- W/HEN SHARES ARE REISSUED ABOVE COST, CREDIT THE DIFFERENCE TO PAID-IN CAPITAL FROM TREASURY STOCK.

EXAMPLE:

A\

DegiT: CasH (£.G., 2,000 sHARes x $20 = $40,000)
CRreDIT: TREASURY STock (AT cosT, E.G., 2,000 sHares x $15 = $30,000)
CrepIT: PAID-IN CAPITAL FROM TREASURY STock ($10,000)

A\

3. ReissUANCE AT A Loss
- W/HEN REISSUED BELOW COST, DEBIT PAID-IN CAPITAL FROM TREASURY STOCK FIRST, THEN RETAINED EARNINGS IF
NECESSARY.

ExXAMPLE:

ARNY

DeeiT: CasH ($20,000)

DegIT: PAID-IN CAPITAL FROM TREASURY STock (FOR AMOUNT UP TO BALANCE)
DeBIT: RETAINED EARNINGS (REMAINING IF NEEDED)

CrepIT: TREASURY STock (AT cosT)

A\

4. RETIREMENT OF TREASURY STOCK
- INSTEAD OF REISSUING, A COMPANY MAY RETIRE TREASURY SHARES, WHICH INVOLVES REDUCING BOTH THE TREASURY STOCK
ACCOUNT AND PAID-IN CAPITAL OR RETAINED EARNINGS AS APPROPRIATE.

ANALYZING THE IMPACT ON FINANCIAL STATEMENTS

THROUGHOUT THE YEAR, TREASURY STOCK TRANSACTIONS INFLUENCE THE BALANCE SHEET AND EQUITY SECTION:
- BALANCE SHEET:
- TREASURY STOCK APPEARS AS A NEGATIVE COMPONENT OF SHAREHOLDERS' EQUITY.

- CHANGES IN TREASURY STOCK AFFECT TOTAL EQUITY, WHICH IN TURN IMPACTS RATIOS AND VALUATION METRICS.

- INCOME STATEMENT:
- TREASURY STOCK TRANSACTIONS DO NOT DIRECTLY IMPACT NET INCOME BUT INFLUENCE EPS AND BOOK VALUE PER SHARE.

- STATEMENT OF SHAREHOLDERS” EQUITY:



- A DETAILED RECONCILIATION OF BEGINNING AND ENDING BALANCES, SHOWING PURCHASES, REISSUANCES, AND RETIREMENTS.

PRACTICAL APPLICATION: ANALYZING A SERIES OF TRANSACTIONS

SUPPOSE A COMPANY BEGINS THE YEAR WITH 50,000 SHARES OUTSTANDING. DURING THE YEAR:

- Buys Back 5,000 sHAres AT $20 EACH.

- Reissues 2,000 TREASURY SHARES AT $25.

- Reissues 1,000 TREASURY SHARES AT $18.

- ReTires 1,000 TREASURY SHARES PURCHASED EARLIER.

STEP-BY-STEP ANALYSIS:

1. RECOrRD PURCHASE:
DesiT: TREASURY STock (5,000 x $20) = $100,000
CreniT: CasH $100,000

A

2. ReIsSUE AT GAIN:

DeeiT: CasH (2,000 x $25) = $50,000

CrebIT: TREASURY STock (2,000 x $20) = $40,000
CrepIT: PaID-IN CAPITAL FROM TREASURY STock = $10,000

ARNY

3. ReIsSUE AT A Loss:

DesiT: CasH (1,000 x $18) = $18,000

DesIT: PAID-IN CAPITAL FROM TREASURY STock = $2,000 (ASSUMING AVAILABLE)
CrepIT: TREASURY STock (1,000 x $20) = $20,000

ARNY

- IF PAID-IN CAPITAL FROM TREASURY STOCK IS INSUFFICIENT, THE REMAINING LOSS REDUCES RETAINED EARNINGS.

4. RETIREMENT OF TREASURY STOCK:

- THE coMPANY RETIRES 1,000 SHARES PURCHASED AT $20:
DeeiT: CoMMon STock (PAR VALUE, £G., $1) x 1,000 = $1,000
DeriT: AbpiTIoNAL PAiD-IN CAPITAL (IF ANY)

DeBIT: RETAINED EARNINGS (IF NECESSARY)

CrepiT: TREASURY STock (1,000 x $20) = $20,000

LS8N

IMPLICATIONS:
- THE COMPANY'S TOTAL SHAREHOLDERS’ EQUITY DECREASES BY THE COST OF TREASURY STOCK RETIRED.

- OUTSTANDING SHARES DECREASE, AFFECTING EPS.
- THE BALANCE SHEET REFLECTS A MORE ACCURATE DEPICTION OF EQUITY AND SHARE COUNT.

ANALYZING THE FINANCIAL IMPACT AND RATIOS

THE CULMINATION OF TREASURY STOCK TRANSACTIONS MUST BE INTERPRETED THROUGH THEIR IMPACT ON KEY FINANCIAL
RATIOS AND METRICS:



- EARNINGS PEr SHARE (EPS):

- BUYBACKS REDUCE SHARES OUTSTANDING, POTENTIALLY INCREASING EPS.

- RETURN oN EQuiTY (ROE):

- CHANGES IN EQUITY AFFECT ROE CALCULATIONS.

- Book VALUE Per SHARE:

- ADJUSTS WITH CHANGES IN SHAREHOLDERS’ EQUITY AND SHARE COUNT.

- MARKET PERCEPTION:

- CONSISTENT BUYBACKS MAY SIGNAL CONFIDENCE, INFLUENCING STOCK VALUATION.

1. LIQUIDITY RATIOS: TREASURY STOCK TRANSACTIONS DO NOT DIRECTLY IMPACT LIQUIDITY BUT INFLUENCE LEVERAGE
AND CAPITAL STRUCTURE.

2. LeverAGE RATIOS: CHANGES IN EQUITY CAN AFFECT DEBT-TO-EQUITY RATIOS, IMPACTING PERCEIVED FINANCIAL
STABILITY.

CoNcLUSION: MASTERY OF TREASURY SToCk TRANSACTIONS

THE INTRICACIES OF RECORDING AND ANALYZING TREASURY STOCK TRANSACTIONS, AS EXEMPLIFIED INE11-16 (ALGO), ARE
ESSENTIAL COMPETENCIES FOR ACCOUNTING PROFESSIONALS. ACCURATE RECORDING ENSURES COMPLIANCE WITH GAAP,
TRANSPARENCY FOR INVESTORS, AND EFFECTIVE INTERNAL MANAGEMENT. THE ABILITY TO ANALYZE THESE TRANSACTIONS OVER
THE COURSE OF A YEAR PROVIDES INSIGHTS INTO A COMPANY’S STRATEGIC DECISIONS REGARDING SHAREHOLDER VALUE AND
CAPITAL MANAGEMENT.

FROM INITIAL REPURCHASE TO REISSUANCE OR RETIREMENT , EACH STEP INFLUENCES THE COMPANY'S FINANCIAL STATEMENTS,
RATIOS, AND ULTIMATELY, ITS VALUATION. PROFESSIONALS EQUIPPED WITH A THOROUGH UNDERSTANDING OF THESE
PROCESSES CAN BETTER INTERPRET CORPORATE FINANCIAL HEALTH, ADVISE STRATEGIC DECISIONS, AND ENSURE PRECISE
FINANCIAL REPORTING.

IN THE DYNAMIC REALM OF CORPORATE FINANCE, MASTERING TREASURY STOCK TRANSACTIONS REMAINS A CORNERSTONE OF
SOUND FINANCIAL STEWARDSHIP AND INSIGHTFUL ANALYSIS.
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