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Understanding the intricacies of corporate stock transactions is essential for investors, financial
analysts, and corporate executives alike. One such significant event is the issuance of treasury stock,
especially when a company like Coastal Corporation undertakes a substantial issuance of shares. In
this article, we delve into the details surrounding Coastal Corporation's issuance of 25,000 shares of
$9 par value common stock at $21 per share, exploring the concepts of treasury stock, the
implications for the company, and the broader impact on shareholders and the company's financial
statements.

---

What is Treasury Stock?

Definition and Explanation
Treasury stock, also known as a repurchased or reacquired stock, refers to shares that a corporation
has issued and subsequently bought back from the open market or shareholders. These shares are
held in the company's treasury and are not considered outstanding shares. As a result, they do not
confer voting rights or dividends until reissued.

Reasons for Repurchasing Shares
Corporations may repurchase their own shares for various strategic reasons, including:

- Enhancing Shareholder Value: Reducing the number of outstanding shares can increase earnings per
share (EPS) and stock price.
- Utilizing Excess Cash: Companies with surplus cash may buy back shares as a way to return value to
shareholders.
- Supporting Stock Price: During periods of market volatility or depressed stock prices, buybacks can
signal confidence and stabilize the share price.
- Employee Compensation Plans: Treasury shares can be used for stock options and other employee
benefit plans.

Difference Between Treasury Stock and Authorized or Issued



Shares
- Authorized Shares: The maximum number of shares a company can issue as per its corporate
charter.
- Issued Shares: The total number of shares that have been actually issued to shareholders, including
treasury shares.
- Treasury Shares: Issued shares that the company has reacquired and holds in treasury.

---

Details of Coastal Corporation’s Share Issuance

Key Facts
- Number of Shares Issued: 25,000 shares
- Par Value per Share: $9
- Issue Price per Share: $21
- Total Amount Raised: 25,000 shares x $21 = $525,000

Analysis of the Transaction
This issuance indicates that Coastal Corporation issued new shares at a premium over the par value,
which is common in the equity markets. The difference between the issue price and the par value
represents additional paid-in capital.

---

Accounting Treatment of the Share Issuance

Journal Entries
The accounting entries for this issuance would typically include:

1. Recording Cash Receipt
```plaintext
Debit: Cash ($21 x 25,000) = $525,000
```

2. Recording Par Value of Shares
```plaintext
Credit: Common Stock ($9 x 25,000) = $225,000
```

3. Recording Additional Paid-in Capital



```plaintext
Credit: Additional Paid-in Capital = $300,000
```

Explanation: The excess amount over the par value ($21 - $9 = $12) multiplied by the number of
shares ($12 x 25,000 = $300,000) is credited to the Additional Paid-in Capital account.

Impact on Financial Statements
- Balance Sheet: Increase in cash and shareholders’ equity.
- Equity Section: Increase in common stock and additional paid-in capital accounts.
- No Effect on Income Statement: Stock issuance does not impact net income.

---

Implications of Treasury Stock Issuance for Coastal
Corporation

Financial Impacts
Issuing treasury stock can influence various financial metrics, including:

- Earnings Per Share (EPS): Reissuance increases the number of outstanding shares, potentially
diluting EPS.
- Book Value per Share: Depending on the reissuance price, it can affect the company's book value.
- Shareholders’ Equity: Overall equity increases with the cash received, but treasury stock holdings
decrease accordingly.

Strategic Considerations
When Coastal Corporation issues treasury stock, it might be aiming to:

- Raise additional capital without issuing new shares.
- Manage the company's capital structure.
- Provide shares for employee compensation plans.
- Signal confidence to the market.

Legal and Regulatory Aspects
Corporate repurchase and reissuance of treasury stock are governed by securities laws and corporate
governance standards. The company must ensure compliance with relevant regulations, including
proper disclosure and approval processes.

---



Broader Significance of the Transaction

Impact on Shareholders
- Dilution or Enhancement: Depending on whether treasury shares are reissued or canceled,
shareholders may experience dilution or enhancement of their ownership percentage.
- Market Perception: The company’s decision to reissue treasury stock can signal confidence or
strategic intent, influencing investor perception.

Market Dynamics and Investor Considerations
Investors analyze such transactions to assess the company's financial health and strategic direction.
Key considerations include:

- The motivation behind treasury stock reissuance.
- The reissue price relative to market price.
- The effect on stock liquidity and volatility.

Tax Implications
While issuing stock itself generally has minimal tax impact, specific transactions involving treasury
stock might have tax considerations for the company and shareholders, especially if the shares are
reissued at a profit.

---

Conclusion

The issuance of 25,000 shares of $9 par value common stock at $21 per share by Coastal Corporation
represents a strategic financial maneuver that can serve multiple purposes, including capital raising,
stock management, and shareholder value enhancement. Understanding the nuances of treasury
stock, the accounting implications, and the broader impact on corporate finance is crucial for
stakeholders. Such transactions highlight the dynamic nature of corporate capital management and
its significance in shaping a company's financial health and market perception.

By carefully analyzing these events, investors and analysts can better interpret the company’s
financial strategies and make informed decisions. Coastal Corporation’s handling of treasury stock
issuance exemplifies effective corporate finance practices that balance shareholder interests,
regulatory compliance, and strategic growth objectives.

---
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Frequently Asked Questions

What does it mean when Coastal Corporation issues treasury
stock at $21 per share?
It indicates that Coastal Corporation is reissuing previously repurchased shares from its treasury at a
price of $21 per share, which may differ from the original issuance or repurchase price.

How does issuing treasury stock affect Coastal Corporation's
financial statements?
Issuing treasury stock increases shareholders' equity by the amount received ($21 per share),
specifically increasing the common stock and additional paid-in capital accounts, while reducing the
treasury stock account.

Why would Coastal Corporation choose to reissue treasury
stock instead of issuing new shares?
Reissuing treasury stock is often a strategic move to raise capital quickly, provide shares for
employee compensation plans, or improve liquidity without issuing entirely new shares, which could
dilute existing shareholders.

What is the significance of the $9 par value in Coastal
Corporation's common stock issuance?
The $9 par value represents the nominal value assigned to each share of common stock; it is
recorded in the common stock account, with any excess over par reflected as additional paid-in
capital.

How many total dollars did Coastal Corporation raise from
issuing 25,000 shares at $21 per share?
Coastal Corporation raised a total of $525,000 from the issuance (25,000 shares x $21 per share).

What is the accounting journal entry for Coastal Corporation
when issuing 25,000 shares of treasury stock at $21 per
share?
The journal entry would debit cash for $525,000, credit common stock for $225,000 (25,000 shares x
$9 par), and credit additional paid-in capital for the remaining $300,000.

How does the reissuance of treasury stock impact Coastal



Corporation’s earnings per share (EPS)?
Reissuing treasury stock increases the number of shares outstanding, which can dilute EPS if net
income remains unchanged, potentially affecting investor perception and valuation.

Is the reissuance of treasury stock considered a gain or loss
on the financial statements?
Reissuing treasury stock at a price above its cost results in a gain, credited to paid-in capital, whereas
reissuance below cost would result in a loss, debited to paid-in capital or retained earnings if
necessary.

Additional Resources
Treasury Stock Coastal Corporation Issued 25,000 Shares of $9 Par Value Common Stock at $21 Per
Share

---

Introduction

In the dynamic world of corporate finance, the issuance and management of stock are critical
components that influence a company's capital structure, investor perception, and strategic growth. A
noteworthy example is Coastal Corporation's recent issuance of 25,000 shares of common stock with
a par value of $9, issued at a premium of $21 per share. This transaction highlights several
fundamental concepts in accounting and finance, including treasury stock, share issuance, par value,
and additional paid-in capital.

This article aims to dissect this transaction comprehensively, providing insights into its significance,
accounting treatment, and broader implications for Coastal Corporation. Whether you are a student,
investor, or finance professional, understanding the nuances of such stock transactions is essential for
grasping how corporations manage their equity and capital.

---

Understanding the Basic Terminology

Before delving into the specifics of the Coastal Corporation transaction, it’s essential to clarify some
key terms:

1. Treasury Stock
Treasury stock refers to shares that a company has issued but subsequently reacquired from the
market. These shares are held in the company's treasury and are not considered outstanding,
meaning they do not confer voting rights or dividends until reissued or retired.

2. Common Stock
Common stock is a form of equity ownership in a company, providing voting rights and dividends. It is
the most prevalent form of stock issued by corporations.



3. Par Value
Par value is a nominal value assigned to each share of stock, serving as an accounting baseline. It
often has little relation to the market value and is primarily used for legal and accounting purposes.

4. Issue Price
The price at which the shares are sold to investors during an issuance. In this case, Coastal
Corporation issued shares at $21 per share.

5. Additional Paid-in Capital (APIC)
The amount received by the company over and above the par value of the stock. This represents the
premium paid by investors beyond the nominal value.

---

The Transaction Breakdown: Coastal Corporation's Stock Issuance

1. The Details of the Issuance

- Number of Shares Issued: 25,000 shares
- Par Value per Share: $9
- Issue Price per Share: $21

This means Coastal Corporation issued 25,000 new shares to investors, each with a par value of $9
but sold at a price of $21. The difference between the issue price and the par value signifies the
premium paid by investors.

2. Calculating the Total Capital Raised

- Total Par Value:
25,000 shares × $9 = $225,000

- Total Proceeds from the Issue:
25,000 shares × $21 = $525,000

- Additional Paid-in Capital (Premium):
Total proceeds – Total par value =
$525,000 – $225,000 = $300,000

This premium reflects investor confidence and the company's market valuation at the time of
issuance.

---

Accounting for the Stock Issuance

Proper accounting treatment ensures transparency and accuracy in financial statements. Here's how
Coastal Corporation would record this transaction:

1. Journal Entry at the Time of Issue

| Account | Debit | Credit |



|------------------------------|----------------|----------------|
| Cash | $525,000 | |
| Common Stock | | $225,000 |
| Additional Paid-in Capital | | $300,000 |

Explanation:

- Cash increases by the total proceeds received.
- Common Stock (or "Paid-in Capital in Excess of Par") is credited with the par value of the shares
issued.
- The Additional Paid-in Capital account captures the amount received over the par value.

2. Implications for Treasury Stock

If Coastal Corporation had previously reacquired some of its shares (treasury stock), this issuance
could impact the treasury stock account if the company intends to reissue or retire some treasury
shares. However, in this scenario, the focus is on the initial issuance.

---

The Role of Treasury Stock in Coastal Corporation's Strategy

While the current transaction involves new issuance, understanding treasury stock is crucial to
grasping the company's broader capital management strategy.

1. Treasury Stock as a Financial Tool
Companies may reacquire shares for various reasons:

- To return value to shareholders
- To improve financial ratios (like earnings per share)
- To have shares available for future issuance (e.g., employee stock options)
- To signal confidence in the company's prospects

2. Impact on Earnings and Shareholder Value
Reacquiring shares reduces the number of outstanding shares, potentially increasing earnings per
share (EPS) and stock price. Holding treasury stock can also be a strategic reserve for future capital
needs.

---

Broader Implications of the Issuance at a Premium

Issuing shares at a premium, as Coastal Corporation did at $21 versus a $9 par value, has several
implications:

1. Market Valuation and Investor Confidence
The premium indicates strong investor confidence or a high valuation of the company's prospects.

2. Legal and Regulatory Aspects
In many jurisdictions, issuing shares at a premium is permissible, but the premium must be recorded
in the additional paid-in capital account, not as part of the par value.



3. Financial Ratios and Metrics
The issuance affects various financial ratios:

- Earnings per Share (EPS): Dilution depends on future earnings and outstanding shares.
- Book Value per Share: Increases due to the additional paid-in capital.
- Debt-to-Equity Ratio: May improve if the proceeds are used to reduce debt or fund growth.

---

Strategic Considerations for Coastal Corporation

The decision to issue 25,000 shares at a premium can be driven by strategic goals:

- Raising Capital for Expansion: The company may use the proceeds for acquisitions, R&D, or other
growth initiatives.
- Strengthening Financial Position: Improving liquidity or reducing leverage.
- Market Signaling: Demonstrating confidence and attracting investor interest.

---

Conclusion

The issuance of 25,000 shares of $9 par value common stock at $21 per share by Coastal Corporation
exemplifies a sophisticated and strategic financing move. It underscores fundamental accounting
principles, such as recording the proceeds in cash, common stock, and additional paid-in capital
accounts, and highlights the importance of understanding treasury stock's role in corporate finance.

This transaction not only provided Coastal Corporation with nearly half a million dollars in capital but
also reflected investor confidence, as evidenced by the premium paid over par value. Such strategic
issuance can bolster a company's growth trajectory, improve financial ratios, and strengthen
shareholder value.

For investors and finance professionals, understanding the nuances of stock issuance, treasury stock
management, and their implications on financial statements is crucial for making informed decisions
and evaluating a company's financial health and strategic direction.

---

Final Thoughts

In the realm of corporate finance, each issuance, repurchase, and management of stock carries
significant implications. Coastal Corporation's recent stock issuance showcases how companies
leverage equity markets to fund their ambitions, manage shareholder relations, and optimize their
capital structure. As markets evolve and investor expectations grow, such transactions will continue
to be pivotal in shaping the financial landscape of corporations worldwide.
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