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Exercise 5-25

Foundations of Financial Accounting EOC

Classification of Cash Flows
Indicate whether each of the following items would be classified as ( 1)an Operating 3

an investing activity, or a financi ng activity or (2) as a noncash transaction or noncasp item_

(a) Cash collected from customers.

(b) Cash paid to suppliers for inventory.

(c) Cash received for interest on a nontrade note receivable.
(d) Cash received from issuance of stock,

(e) Cash paid for dividends.

() Cash received from bank on a loan.

(8) Cash paid for interest on a loan.

(h) Cash paid to retire bonds.

(D Cash paid to purchase stock of another company as a long-term investment.
() Cash received from the sale of a business segment.

(k) Cash paid for property taxes.

() Cash received for dividend revenue.

(m) Cash paid for wages.

(n) Cash paid for insurance.

(0) Preferred stock retired by issuing common stock.

(p) Depreciation expense for the year.

(@) Cash paid to purchase machinery.

(1) Cash received from the sale of land.

Cash Flow Analysis
State how each of the following items would be reflected on a statement of cash flows.

(a) Securities classified as available for sale were purchased for $4,200.

(b) Buildings were acquired for $210,000, the company paying $60,000 cash and signing
an 11% mortgage note, payable in five years, for the balance.

(©)  Cash of $54,200 was paid to purchase a business.whose assets consisted of inventory,
$16,700; furniture and fixtures, $8,400; land and buildings, $20,100: and goodwill, $9,000.

(d) A cash dividend of $2.600 was declared in the current period, payable at the begin-
ning of the next period.

(e) Accounts Payable shows a decrease for the period of $ 1,250.

Cash Receipts and Cash Payments

The accountant for Alpine Hobby Stores prepared the following selected information for
the year ended December 31, 2008:

Dec. 31,2008 Dec. 31, 2007

(a) Equipment . .cooooiiiii 8 s $35,000 $40,000
(b) Accumulated Depreciation ......... .. .. . 7 11,000 9.500
(c) Long-Term Debe ............... .. T 13,000 20,000
() ComMOn ST, s s v - ik s voremnie o s 20,000 15,000

Equipment with a book value of $20,000 was sold for $17,000 cash. The original cost of
the equipment was $25,000.
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Preparing the Operating Activities Section of the Statement of Cash Flows
Anakin, Inc., provides the following account balances for 2008 and 2007:

Dec. 31, 2008 Dec. 31, 2007

Accounts Receivable . . . ... . ... $ 18,700 $15,500
InventoRy: o s SR BT T S r et et e s o som e s 25,440 27,200
Accoints Payable ..o vavses conmen i pasan s mesieaees o : 21,650 22,400
Salaries Payable .. ... .. .. ... .. ... ... ... ... .. ... ... - 1,500 1,350
SAleS i S3TFTR IR S TR SR I R R 278,700
@0 T o) JUEToTo] AN S P 197,000
Depreciation Expense . .. ... .. ... ... . ... .. ... ... 16,700
Salaries EXpeNse e coum snsness cemnia S SO T S 35,200
Other Expenses . . ... ... .. ... .. ... ST A N 24,300

Using the format presented in the chapter, prepare the Operating Activities section of
the statement of cash flows and present that information using (a) the direct method and
(b) the indirect method.

Preparing the Operating Activities Section of a Statement of Cash Flows
Sith Enterprises provides the following income statement for 2008:

T =T $765,200
Cost Of oOas- 0l 5iiii 1 5 S v b e e e £ 8 a damin o mimio e o mererese = e o1 A S Aemmre s o 375,800
Gross margin . ..................... e e giakaen | BT S SR e R ¢ R R $389,400
Eleprecition eXpense: s sosmires rEhu S0 e CORniEL BTS00 SRR SERTET TReva 4 i 42,000
SAIGHES BXPRARY oo vomenmn sommmine s i Semissms oo mi RS S0 AT ORI SR T 115,250
INterest eXPensSe . . . ...t e e e e e e e 10,500
COTHOP BAPBNRES om s doiiass S o BN e SR S GRS SN R 82,150
INCOME tAXES EXPENMSE . . . .\ .\ttt et e e 39,000
PIBEIEBIIE. ooonn s wimremmn Soampmm s s v ey T S Pt R R E s $100,500

In addition, the following balance sheet information is available:

Dec. 31, 2008 Dec. 31, 2007

Accolnts recetvable - cooal s sl Vo SRR TG ST B $43,000 $39,000
VPREIEOTR wscmsae vommmmny wrmsmnsrm s ai s S FHss e His =3 68,200 65,400
Prepaid other eXpenses .. ... cuiu i s mmnncmmmnonomes s 5,400 7,300
Accounts paable: cous susiven s e S CREEN SR o 46,300 47,500
Interest payable . .. .. .. ... 900 1,100
Income: taxes: payable i pusues paii susi s SRR Raa i 2,850 4,100

Using the format presented in the chapter, prepare the Operating Activities section of
the statement of cash flows and present that information using (a) the direct method and
(b) the indirect method.

Format of Statement of Cash Flows with Indirect Method
From the following information for Carter Corporation, prepare a statement of cash flows
for the year ended December 31, 2008, using the indirect method.

AMOTEIZAtON OF PAIEIT 4t o s v baiaie v b s sriis s simms e b o s s Bime et on eim e o o mral e e oses g es se e $ 4,000
DEHrECition BXPENSE: sums s iy Crbans S T S SRR S 7,000
Issuance of common stock . . . ... 25,000
Issuance.of new.bonds=payableso cimma s sxuminn ddiin 2 S i S . 6T R R H 30,000
MECINCEMIE . . cpmrmmain sopmmismess TrRat, saies S 55,000
Payment of dividends . .. ... ... e 22,500
Purchase of SqUIpMIBAt < couaneminsmy seiums e Srmsren ot e e Sl s s S 33,200
Retirement of long-term debt . .. . ... ... 40,000
Sale:of land (includes:$6:000: gain} -« ians suaays sl Saa s oaova vases il o s casn 35,000
Decrease in actotnts receiVablel . i iy voitiam samimr s e R T e i 2,100
Increase iN INMVENTOTY . . . L i e e e e 1,200
Increase in‘accotntd payable cusvs isman Siiin S BANRE DU WIS S S i 1,500
WCEEESE TN CHERT. v voanmminewemnsimany somam o s s | s Wi o T e e e B SR 56,700




