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Chapter 2.

DEFINITION OF TERMS.
C a p i t a l The term "Capital" Is one of the most abused 

and overworked words in financial literature. It 1b applied 
to so many things of such marked dissimilarity that It is 
necessary to know quite definitely in which sense It is used

IIn a particular^in order to avoid serious misinterpretation.
Capital,as used in accounting,Is an abbreviation for the more ,
technical and,perhaps,more accurate phrase "Accounting Capital".
It may be defined as the excess of the value of the assets of
a business entity over Its liabilities;it is measujsd by the

2
11 Capital"or "Net Worth"section of the balance sheet. Its amount 
also represents the value of the owners' or stockholders entity 
In the assets of a corporation.

Capital Stock.- The capital of a corporation Is usually 
divided Into two partsi(I).capital stock,(2).surplus. That 
portion of a corporation’s capital which represents the con­
tribution made or contracted to be made by the shareholders 
In exchange for their shares In a corporation's stock and
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Chapter 6.

-EARNED SURPLUS.

As pointed out In previous chapters,capital surplus 
and surplus from re-valuation are not always available for dis­
tribution of dividends. Earned surplus may legally be distributed 
at any time although It may be reserved by the board of directors 
for other purposes. Earned surplus Is the most common form of 
surplus. The YfordvSurplus”without qualification Is usually under­
stood to represent surplus derived from earnings. The practice 
of corporations with respect to the manner of recording and 
showing surplus from various sources is such,however,that it is 
dangerous to make this assumption without actual knowledge of all 
the facts.
VALUATION.

The surplus of a corporation is the variable which 
measures the Increase or decrease limits net worth. The other 
factor in the net worth,the capital stock,remains reasonably 
constant.

Because surplus is the difference between the book value 
of the assets and the sum of the liabilities and capital stock, 
it follows that any under- or over-valuation of the assets is 
immediately and to the same extent reflected in an under- or 
over-valuation of the surplus and consequently of the corporation1s 
capital itself. Equally erroneous results in the showing of the 
net worth of the corporation arise from the om&Aslon,understatement
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Da t e Names of Corporat ions et I ncome Dividends 
or Loas* Paid 

I 92I U. s . Steel Corp . $36, 6!7, 017 150 , 634, 802 
11 St anda r d 11 co . (Cal. ) 33 , 588 , 231 ! 5 , 499 , 54" 
" Nash Mo·t or Co . 2, 226 , 078 I , !62 , 351 
11 Lee Rubber & T1re Corp . 9 ,238 300 , 000 
" Int . Te xt Book Cor p . 909 , 403 59 , 244 
11 Ford Motor Go . 12,850* 
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Virg nia Iron, Coal " 
Coke Co. 

Amer ican Tobac co Co . 
U. f . Machi nery Co . 
Reece But t on- Hol e 

Co . 
sSSoc iated Oil Co . 

Ci gar Go . Inc. 
Feder al Sugar Refintng 

Co. of New Yor k 
Central Aguirae Sugar 

Co. 
Cana i an Locomotive 

Co Ltd . 
The Tuc ett Tobacco 

Co Ltd . 
Citizen ' s Wholesale 

Supply Co . 
.. 1a hontng Inves tment C6 . 
The Rochest er and Pi t t ­
shurg Co.al and I ron Co . 
The u. • Finishing Co . 
American Ice Co . 
The Coca- Cola Co . I nc . 
Computi ng abulating 

Rec or ding Co . 
1he Cons olida t i on Coal 

335 , 458 
18 , 254, 663 

I , 5I 9 , 87I 

3 , 72!9002 

2. 809 , I 3'f. 

5qo ' 0 2 
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255 , 753 

20 , I 80 
248 , 166 

9I . 65I 
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2 , 357, 0!2 
2, 345, 990 

I , 046 ,5 ! 4 
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I 3, 9I 0 ,1ii5 
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I20, 000 
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I , 7?6 , 7I4 

I , 09 , 601 

265 , 00 
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'21.7 , 572 

21:; 0 , 000 
395 , 938 

r. 3Lt9 , 234 
I , 200, 000 

524 , 084 

Cosden nd Co . 
Co . ... , 156, 486 2 , 4I I , 98I 

5I, 74 I , 706 , 6I 6 

Fl z 1a . 

ccumul e.t1on 
or Deficit* 

$!4, OI7, 785 
!8 , 088 , 685 

2;:10 , 76 * 
314, ! 59 
75 , 325* 

264 , lt-28* 
4 , 343, 948 
3, 237,15'7 

I , 788 
5, 772 , 610 

337. ! 72 

2 7 17 16 324 , - ..... , " 

I , 599 , t:.: 33 

325, 292 

15, 753 

5 , 381 
594 

!48 , 349* 
223, 879* 

! , 007, 778 
1 , !45 ,990 

522 , 430 

744 , 505 
2 , 244 , 758 
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