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Example	of	statement	of	shareholders	equity

The	statement	of	stockholders’	equity	is	a	financial	statement	that	summarizes	all	of	the	changes	that	occurred	in	the	stockholders’	equity	accounts	during	the	accounting	year.	It	is	also	known	as	the	statement	of	shareholders’	equity,	the	statement	of	equity,	or	the	statement	of	changes	in	equity.	It	is	one	of	the	four	financial	statements	that	need	to
be	prepared	at	the	end	of	the	accounting	cycle.	The	statement	of	stockholders’	equity	assists	the	shareholders	in	making	the	following	decisions:	Selling	additional	shares	depending	on	the	position	of	the	equity	statement:	For	instance,	if	a	company	has	already	issued	all	the	shares	that	it	was	authorized	to	issue,	then	it	cannot	sell	additional	shares
without	the	approval	of	the	shareholders.	Control	the	circulation	of	its	shares:	If	the	company	feels	that	it	has	too	many	shares	in	circulation	which	are	diluting	the	profits	per	share	or	if	the	company	shares	have	undergone	panic	selling	from	investors,	the	company	may	decide	to	buy	back	a	certain	number	of	shares.	Planning	of	profit	distribution:	The
company	will	have	to	decide	the	portion	of	profits	it	will	keep	in	the	business	and	the	amount	it	will	distribute	to	the	shareholders.	Reviewing	an	Employee	Stock	Ownership	Plan	(ESOP):	The	ESOP	plan	is	an	initiative	that	gives	employees	rights	to	shares.	There	are	limits	on	the	total	number	of	shares	kept	for	this	plan,	which	is	duly	authorized	by	the
shareholders.	The	statement	of	equity	helps	in	keeping	track	of	the	number	of	shares	that	have	already	been	vested	and	the	review's	progress	for	the	remaining	amount.	Statement	of	Stockholders’	Equity	Template	Throughout	this	series	of	financial	statements,	you	can	download	the	Excel	template	below	for	free	to	see	how	Bob’s	Donut	Shoppe	uses
financial	statements	to	evaluate	the	performance	of	his	business.	Stockholders’	Equity	Equation	The	basic	accounting	equation,	as	you	may	know,	is:	If	we	rearrange	the	original	accounting	equation,	we	can	get	the	following	result:	This	simple	equation	does	a	lot	in	demonstrating	that	shareholder’s	equity	is	the	residual	value	of	assets	minus
liabilities.	Alternatively,	equity	can	also	be	directly	calculated	as	the	combination	of	contributed	capital	(commons	stock	+	preferred	stock	–	treasury	stock)	and	retained	earnings	(net	income	+	other	comprehensive	income	–	dividends	paid).	Components	of	Stockholders’	Equity	There	are	three	main	components	that	we	need	to	look	at:	Share	capital
or	contributed	capital	Retained	Earnings	Net	income	and	dividends	Contributed	Capital	This	is	the	amount	received	from	the	shareholders.	There	can	be	different	types	of	shareholders	including	common	stockholders	and	preferred	stockholders.	In	the	event	of	a	liquidation,	preferred	stockholders	will	receive	the	priority	of	payment	as	compared	to	a
common	stockholder.	The	common	stockholder	is	usually	the	last	one	to	get	paid	after	all	debtholders	and	preferred	stockholders	get	their	due	amounts.	Shareholders	can	also	differ	based	on	the	class	of	shares	they	own.	Founder	shares	or	class	A	shares	have	more	voting	rights	than	for	instance	the	other	class	of	shares.	The	actual	number	of	shares
issued	(also	called	issued	share	capital)	will	not	be	more	than	the	authorized	share	capital.	The	authorized	capital	is	the	total	number	of	shares	a	company	is	legally	authorized	to	issue	as	per	the	company’s	articles	of	association.	While	the	issued	share	capital	will	depend	on	the	financing	requirements	and	capital	structure	decisions	of	a	company.	The
difference	between	the	authorized	share	capital	and	the	issued	share	capital	represents	the	treasury	shares	or	the	shares	owned	by	the	issuing	corporation.	Retained	Earnings	These	represent	the	accumulated	company’s	profits	that	are	not	paid	out	as	dividends	to	the	shareholders	and	instead	allocated	back	into	the	business.	Retained	earnings	could
be	used	to	fund	working	capital	requirements,	debt	servicing,	fixed	asset	purchases,	etc.	The	retained	earnings	formula	is:	A	report	called	‘statement	of	retained	earnings	is	maintained	to	present	the	changes	in	the	retained	earnings	for	the	financial	period.	It	starts	with	the	accumulated	retained	earnings	balance	of	the	last	period,	adds	the	net
income/loss	to	it,	and	then	subtracts	the	cash	or	stock	dividend	payouts	from	it.	Dividends	Payout	The	amount	of	dividend	payments	to	the	shareholders	is	up	to	the	company.	It	may	even	choose	not	to	pay	a	dividend	if	it	feels	that	it	might	require	funds	elsewhere,	e.g.	in	expanding	the	factory	or	investing	in	a	new	project,	etc.		The	most	common
dividend	payout	option	is	though	either	a	cash	or	stock	dividend.	The	four	key	dates	related	to	dividend	payments	are	given	below:	Declaration	date	This	is	the	date	of	the	initial	announcement	of	the	dividend.	To	record	this	as	a	journal	entry,	we	will	debit	the	earnings	account	and	credit	the	dividends	payable	account.	Ex-dividend	date	After	this	date,
the	share	would	trade	without	the	right	of	the	shareholder	to	receive	its	dividend.	There	is	no	journal	entry	needed	to	record	this.	Recording	date	This	is	the	date	on	which	the	list	of	all	the	shareholders	who	will	receive	the	dividend	is	compiled.	Even	here,	there	is	no	need	for	a	journal	entry	to	record	it.	Payment	date	This	is	the	date	on	which	the
actual	dividend	is	received	by	the	shareholder.	The	journal	entry	to	record	this	would	be	to	debit	the	dividends	payable	and	credit	cash	accounts.	Format	of	a	Statement	of	Stockholders’	Equity	The	statement	consists	of	four	sections:	Beginning	balance	of	stockholder’s	equity	Additions	during	the	period	Deductions	during	the	period	Ending	balance
Below	is	an	example	of	the	statement	of	stockholders’	equity	for	Amazon:	Statement	of	Stockholders’	Equity	Example	We	have	already	seen	the	presentation	of	the	balance	sheet	for	Bob	and	his	donut	shop.	Here,	we	can	see	what	his	stockholder’s	equity	statement	looks	like:	Points	to	note:	Bob	started	off	his	business	with	nothing	in	capital	or
retained	earnings	in	the	company.	Bob	bought	$50,000	of	capital	stock	of	the	business	by	investing	it	in	cash.	During	the	first	month	of	operations	for	Bob	donut	shop,	he	made	a	net	loss	of	$	6,050,	which	will	reduce	his	shareholder’s	equity.	Bob	also	decides	to	pay	himself	a	salary	of	$	500,	which	will	again	reduce	the	capital	of	the	business.	FAQs	1.
What	is	a	statement	of	stockholders'	equity?	The	statement	of	stockholders'	equity	presents	a	summarized	version	of	the	changes	in	a	company's	shareholder’s	equity	over	a	particular	period	of	time.	It	starts	with	the	beginning	stockholder’s	equity	balance	and	ends	with	the	ending	balance.	2.	What	is	on	a	statement	of	stockholders'	equity?	The
statement	of	stockholders’	equity	consists	of	the	following	sections:	Beginning	balance	of	stockholder’s	equity	Additions	during	the	period	Deductions	during	the	period	Ending	Balance	3.	Who	uses	a	statement	of	stockholders'	equity?	The	statement	of	stockholders’	equity	is	usually	prepared	for	the	board	members,	and	they	use	it	to	keep	track	of
what	has	happened	with	their	shareholders'	equity.	Most	public	companies	also	provide	a	copy	of	this	report	to	their	shareholders.	4.	What	does	the	statement	of	stockholders'	equity	include?	The	following	items	are	included	in	the	statement	of	stockholders’	equity:	-	Share	capital	-	Retained	earnings	-	Dividends	paid	out	to	shareholders	5.	Why	is	the
statement	of	stockholders'	equity	important?	The	statement	of	stockholders'	equity	provides	information	about	the	changes	in	the	business's	capital	each	year.	It	also	helps	to	find	out	if	the	company	has	gone	over	its	assets	without	accumulating	enough	earnings.	The	board	members	can	then	keep	track	of	how	much	money	is	due	to	be	paid	to
shareholders	as	dividends.	For	example,	if	a	company	is	showing	strong	growth	in	the	statement	of	stockholders'	equity,	then	that	shows	that	they	are	investing	in	new	projects	and	increasing	their	shareholder’s	equity.	When	it	comes	to	understanding	a	company’s	financial	health,	the	statement	of	stockholders’	equity	is	an	essential	piece	of	the
puzzle.	But	don’t	worry—it’s	not	as	complicated	as	it	sounds!	In	this	article,	we’ll	walk	you	through	what	is	a	statement	of	stockholders’	equity,	why	it’s	important,	and	most	importantly,	how	to	make	a	statement	of	stockholders’	equity	step-by-step.	By	learning	how	to	make	a	statement	of	stockholders’	equity,	you	will	enhance	your	financial	literacy
and	gain	insights	into	the	company’s	financial	performance.Table	of	ContentsBy	the	end,	you’ll	have	a	clear	understanding	of	how	this	stockholders’	equity	statement	works,	with	an	example	to	guide	you.Understanding	how	to	make	a	statement	of	stockholders’	equity	is	crucial	for	anyone	analyzing	a	company’s	financial	documents,	as	it	shows	how
equity	has	changed	over	time.The	statement	of	stockholders’	equity	plays	a	vital	role	in	assessing	a	company’s	financial	health,	making	it	essential	to	know	how	to	make	a	statement	of	stockholders’	equity	accurately.When	learning	how	to	make	a	statement	of	stockholders’	equity,	it’s	important	to	remember	its	significance	in	giving	a	clear	picture	of	a
company’s	financial	decisions.The	statement	of	stockholders’	equity	(or	shareholders’	equity)	is	a	financial	document	that	shows	changes	in	a	company’s	equity	over	a	specific	time	period,	like	a	year.	Think	of	it	as	a	tracker	of	what	belongs	to	the	shareholders,	including	profits	kept	in	the	company	and	funds	distributed	as	dividends.Learning	how	to
make	a	statement	of	stockholders’	equity	can	empower	you	to	analyze	a	company’s	financial	strategy	more	effectively.In	simple	terms,	it’s	a	way	to	see:How	much	money	the	shareholders	invested	in	the	company.How	much	profit	did	the	company	earn	and	retain.How	much	money	was	paid	out	as	dividends.The	total	value	of	the	shareholders’	stake	in
the	company.One	of	the	first	steps	in	learning	how	to	make	a	statement	of	stockholders’	equity	is	understanding	its	components.Companies	prepare	statements	of	stockholders’	equity	to	help	investors	and	stakeholders	understand:Where	the	profits	go:	Are	they	reinvested	into	the	business,	or	paid	out	as	dividends?Business	growth:	How	much	of	the
company’s	profits	are	being	used	for	expansion	and	development?Changes	in	ownership:	If	new	shares	are	issued	or	bought	back,	this	report	keeps	track.This	document	also	helps	financial	analysts	and	shareholders	make	better	decisions	by	showing	how	the	company’s	management	handles	its	profits.A	typical	owner’s	equity	statement
includes:Common	Stock:	The	money	shareholders	initially	invested	when	they	bought	shares	of	the	company.Retained	Earnings:	The	profits	the	company	has	kept	and	reinvested	over	the	years.Net	Income:	The	profit	earned	during	the	reporting	period.Dividends:	The	portion	of	profits	paid	out	to	shareholders.Total	Stockholders’	Equity:	The	sum	of	all
equity	accounts,	showing	the	total	value	owned	by	the	shareholders.If	you	are	learning	how	to	prepare	a	statement	of	stockholders’	equity,	then	it	must	you	should	learn	about	the	structure	of	balance	sheets	and	Income	statementsIn	this	article,	to	explain	how	to	prepare	a	statement	of	stockholder’s	equity	we	will	use	the	example	of	Allied	Food
Product’s	Financial	Statements	to	walk	through	the	process.Income	statement	examples	for	Allied’s	2017	and	2018Now,	as	I	have	shown	you	examples	of	financial	statements	and	income	statements,	we	will	extract	information	from	them	and	create	the	statement	of	stockholders’	equity	for	Allied	Food	Products.Step	1:	Start	with	the	Opening
BalancesAt	the	beginning	of	the	reporting	period	of	the	owner’s	equity	statement,	record	the	starting	amounts	for:Common	stock:	In	Allied’s	case,	the	value	was	$130	million.Retained	earnings:	Allied	had	$750	million	in	retained	earnings	at	the	end	of	2017.Here’s	what	the	opening	balances	in	a	statement	of	stockholders’	equity	look	like:DateShares
(000)	Common	Stock	($	millions)Retained	Earnings	($	millions)Total	Stockholders’	Equity	($	millions)Dec	31,	201750,000$130$750$880Step	2:	Add	Net	Income	for	the	PeriodNext,	add	the	company’s	net	income	(profit)	for	the	year.	For	Allied,	the	net	income	in	2018	was	$117.5	million.	This	represents	the	profits	earned	by	the	company	during	the
year.Step	3:	Subtract	Dividends	PaidCompanies	often	share	part	of	their	profits	with	shareholders	as	dividends.	Subtract	this	amount	from	the	retained	earnings.	Allied	paid	$57.5	million	in	dividends	in	2018.Step	4:	Calculate	Additions	to	Retained	EarningsNow,	calculate	the	portion	of	net	income	that	remains	after	dividends	are	paid.	This	is	called
the	addition	to	retained	earnings:Net	Income	–	Dividend	Paid	=	Addition	to	Retained	EarningsFor	Allied:117.5	–	57.5	=	60	millionStep	5:	Update	Retained	EarningsAdd	the	addition	to	retained	earnings	to	the	opening	retained	earnings	balance:Opening	Retained	Earnings	+	Addition	to	Retained	Earnings	=	New	Retained	EarningsFor	Allied,750	+	60
=	810	millionStep	6:	Calculate	Stockholders’	EquityFinally,	add	the	values	of	common	stock	and	retained	earnings	to	get	the	total	stockholders’	equity:Common	Stock	+	Retained	Earnings	=	Total	Stockholders’	EquityFor	Allied,130	+	810	=	940	millionFinal	Statement	of	Stockholders’	EquityThis	is	a	perfect	example	of	a	statement	of	stockholder’s
equity	someone	can	get.	The	statement	below	also	can	be	used	as	a	template	for	a	stockholder’s	equity	statement.By	mastering	how	to	make	a	statement	of	stockholders’	equity,	investors	can	make	informed	decisions	based	on	a	company’s	equity	management.This	is	what	a	statement	of	stockholders’s	equity	looks	like.When	you	understand	how	to
make	a	statement	of	stockholders’	equity,	you	can	interpret	a	company’s	approach	to	reinvesting	profits	versus	paying	dividends.Finally,	mastering	how	to	make	a	statement	of	stockholders’	equity	will	allow	you	to	evaluate	the	company’s	shareholder	value	growth	over	time.As	you	delve	deeper	into	financial	analysis,	knowing	how	to	make	a	statement
of	stockholders’	equity	is	indispensable.1.	Retained	Earnings	Are	Not	Cash:	Retained	earnings	show	how	much	profit	has	been	reinvested,	but	they	don’t	represent	physical	cash.	Companies	use	retained	earnings	to	buy	equipment,	expand	operations,	or	make	other	investments.2.	Why	is	This	Important	for	Investors?	This	statement	gives	investors	a
clear	picture	of	how	the	company	is	managing	its	profits	and	whether	it	is	growing	its	business	effectively.3.	Track	Equity	Changes:	It	helps	monitor	changes	in	shareholder	ownership,	whether	from	issuing	new	stock,	repurchasing	shares,	or	distributing	dividends.Now	that	you	have	learned	how	to	prepare	a	statement	of	stockholders’	equity	there
are	some	final	thoughts	I’d	like	to	explain.	The	statement	of	stockholders’	equity	may	sound	complex	at	first,	but	once	you	break	it	down,	it’s	simply	a	record	of	how	a	company	manages	and	distributes	its	earnings.	By	following	the	step-by-step	process	and	using	examples	like	Allied	Food	Products,	anyone	can	understand	and	even	create	this
important	financial	report.Ans:	Start	with	the	opening	balance	of	common	stock	and	retained	earnings.	Add	net	income,	subtract	dividends	paid,	and	include	any	stock	changes	(issued	or	repurchased).	Finally,	total	everything	to	get	the	ending	stockholders’	equity.Ans:	It	shows	how	the	shareholders’	value	changes	over	time,	including	profits	kept	by
the	company,	dividends	paid,	and	changes	from	issuing	or	buying	back	stock.	It	also	reveals	the	company’s	financial	growth.Ans:	Net	income	is	added	to	retained	earnings	and	is	usually	listed	as	a	separate	line	item.	If	not	shown,	you	can	check	the	company’s	income	statement	for	the	profit	earned.Ans:	It	includes	common	stock,	retained	earnings,	net
income,	dividends,	and	any	adjustments	like	issuing	or	buying	back	shares.	These	items	together	show	the	total	equity	value.Ans:	It	helps	investors	see	how	the	company	uses	its	profits—whether	reinvested	for	growth	or	paid	as	dividends—and	tracks	changes	in	shareholder	value.Ans:	No,	the	balance	sheet	shows	the	company’s	overall	financial
position,	while	the	statement	of	stockholders’	equity	focuses	only	on	equity	changes	during	a	specific	period.Ans:	Yes,	retained	earnings	can	be	negative	if	the	company	has	more	losses	than	profits	over	time.	This	is	called	an	accumulated	deficit.Ans:	Issuing	new	stock	increases	common	stock	and	total	equity.	It	shows	that	the	company	has	raised
more	money	from	shareholders.Ans:	Dividends	are	profits	paid	to	shareholders,	while	retained	earnings	are	the	profits	kept	in	the	company	for	future	use.Ans:	You	can	find	it	in	the	company’s	financial	reports,	often	with	the	balance	sheet,	income	statement,	and	cash	flow	statement.	It’s	usually	part	of	the	annual	or	quarterly	reports.Tags:	Statement
of	Stockholders'	EquityStockholderStockholders	Equity	Equity	is	the	residual	interest	in	the	assets	of	a	business	after	deducting	all	of	its	liabilities.	It	represents	the	claims	of	the	owners	on	the	assets	of	the	company.	Equity	capital	includes	funds	directly	invested	in	the	company	by	the	owners,	as	well	as	profits	reinvested	over	time.	Equity	may	also
include	items	of	profit	or	loss	that	are	not	recognized	in	the	company’s	Statement	of	Profit	and	Loss.The	Statement	of	Stockholders	Equity	summarizes	the	changes	in	the	components	of	the	stockholders’	equity	section	in	the	Balance	Sheet.	It	discloses	information	about	transactions	affecting	stockholders’	equity	that	occurred	during	the	year.Equity
componentsIn	accounting,	stockholders’	equity	usually	has	six	main	components.	The	first	five	components	listed	below	relate	to	equity	attributable	to	owners	of	the	parent	company.	The	sixth	component	is	equity	attributable	to	non-controlling	interests	(minority	owners).1.	Common	stockThis	is	the	amount	invested	by	the	owners	in	the	company.	The
ownership	of	the	company’s	shares	is	confirmed	by	issuing	common	stock.	Common	stocks	may	have	par	value	or	stated	value	or	may	be	issued	as	shares	with	no	fixed	par	value	(subject	to	local	issuance	regulations).	In	jurisdictions	with	par	value	requirements,	the	par	should	be	disclosed	under	equity	in	the	Balance	Sheet.Authorized	shares	are	the
number	of	shares	that	a	company	can	sell	to	investors	in	accordance	with	its	charter.	In	addition,	the	number	of	issued	(shares	already	purchased	by	the	investors)	and	outstanding	(shares	that	are	traded	on	the	secondary	market	and,	therefore,	available	to	investors)	shares	must	be	disclosed	for	each	class	of	shares.	2.	Preferred	sharesPreferred
shares	are	classified	as	equity	or	financial	liabilities	based	on	their	characteristics	rather	than	legal	form.	Preferred	shares	grant	rights	that	take	precedence	over	the	rights	of	holders	of	common	stock.	Typically,	these	priority	rights	are	associated	with	the	receipt	of	dividends	and	the	receipt	of	assets	upon	liquidation	of	the	company.3.	Treasury
sharesTreasury	shares	are	shares	in	a	company	that	have	been	repurchased	by	the	company	and	are	held	on	the	Balance	Sheet	as	treasury	shares.	The	company	can	sell	(i.e.	re-issue)	these	shares.	Companies	often	repurchase	their	shares	when	management	considers	the	shares	to	be	undervalued,	when	it	needs	the	shares	to	exercise	stock	options	or
wants	to	limit	the	impact	of	capital	dilution	resulting	from	the	exercise	of	options.If	issued	shares	are	bought	back,	it	reduces	equity	by	the	value	of	the	redeemed	shares	and	reduces	the	total	shares	outstanding.	Their	dollar	value	is	recorded	in	the	treasury	stock	contra	account.	If	treasury	shares	are	subsequently	reissued,	the	company	does	not
recognize	any	gain	or	loss	on	the	reissue	in	the	Income	Statement.	Treasury	shares	do	not	have	voting	rights	and	do	not	pay	dividends	declared	by	the	company.4.	Retained	earningsThe	definition	of	retained	earnings	is	an	accumulated	amount	of	recognized	profits	not	paid	to	the	owners	of	the	company	as	dividends.5.	Total	comprehensive	income	The
term	total	or	accumulated	comprehensive	income	refers	tot	the	sum	of:net	profit,	which	is	recognized	in	the	Income	Statement	and	reflected	in	retained	earnings,	andother	comprehensive	income,	which	is	not	recognized	as	part	of	net	profit.6.	Non-controlling	interestNon-controlling	interest,	or	minority	interest,	is	the	ownership	interests	in	the
subsidiary	that	are	held	by	owners	other	than	the	parent.	From	the	example	above,	you	can	see	the	basic	format	of	this	financial	statement.	As	usual,	it	starts	with	the	company	name,	financial	statement	title,	and	period	for	which	the	report	is	prepared.	First,	you	will	see	an	opening	balance,	which	is	taken	from	the	prior	period’s	Balance	Sheet.	Then,
the	equity	components	are	listed	in	the	order	described	above.	For	easier	analysis,	you	would	total	each	section	as	well	as	provide	the	total	for	stockholders’	equity	at	the	end	of	the	report.	In	the	example	above,	the	reports	for	three	years	are	combined	for	a	more	comprehensive	analysis.		CFI	is	a	global	provider	of	financial	modeling	courses	and	of
the	FMVA	Certification.	CFI’s	mission	is	to	help	all	professionals	improve	their	technical	skills.	If	you	are	a	student	or	looking	for	a	career	change,	the	CFI	website	has	many	free	resources	to	help	you	jumpstart	your	Career	in	Finance.	If	you	are	seeking	to	improve	your	technical	skills,	check	out	some	of	our	most	popular	courses.	Below	are	some
additional	resources	for	you	to	further	explore:	Careers		CFI’s	Most	Popular	Courses	All	CFI	Resources	Finance	Terms	The	Financial	Modeling	Certification	Below	is	a	break	down	of	subject	weightings	in	the	FMVA®	financial	analyst	program.	As	you	can	see	there	is	a	heavy	focus	on	financial	modeling,	finance,	Excel,	business	valuation,
budgeting/forecasting,	PowerPoint	presentations,	accounting	and	business	strategy.	A	well	rounded	financial	analyst	possesses	all	of	the	above	skills!	Additional	Questions	&	Answers	CFI	is	the	global	institution	behind	the	financial	modeling	and	valuation	analyst	FMVA®	Designation.	CFI	is	on	a	mission	to	enable	anyone	to	be	a	great	financial	analyst
and	have	a	great	career	path.	In	order	to	help	you	advance	your	career,	CFI	has	compiled	many	resources	to	assist	you	along	the	path.	In	order	to	become	a	great	financial	analyst,	here	are	some	more	questions	and	answers	for	you	to	discover:


