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. Calculate the average annual dividend per share for each class of stock for
the six-year period
Assuming that the preferred stock was sold at $57.50 and common stock was
sold at $5.00 at the beginning of the six-year period, calculate the average an-
nual percentage return on initial sharcholders' investment, based on the average
annual dividend per share (@) for preferred stock and (b) for common stock.

P86 Effect of financing on earnings per share
Three different plans for financing a $5,000,000 corporation are under consid-
eration by its organizers. Under each of the following plans, the securities will
be issued at their par or face amount, and the income tax rate is estimated at
Vipanngizy 0% of income.
Plant pianz pian3
% bonds = — 5250000
Prferred 43 stock, $100 par — 55000 1250000
Common stock, 55 par $5000000 2500000 1250000
Total 5000000 55000000 55000000
Instructions
Determine for each plan the earnings per share of common stock, assuming
that the income before bond interest and income tax is $1,000,000.
. Determine for each plan the earings per share of common stock, assuming
that the income before bond interest and income tax is $300,000.

Discuss the advantages and disadvantages of each plan,

AB-1  Ethics and professional conduct in business
Jas Carillo was discussing summer employment with Maria Perez, president of
Valparaiso Construction Service:

Maria: 'm glad that you're thinking about joining us for the summer. We could
certainly use the help.





