CHAPTER #5
Example #1

Presented below are balance sheets for XYZ Company for the years 2003 and 2002:

	
	
	December 31, 2003
	December 31, 2002

	
	Cash …………………………………...
	$ 42,000
	$ 30,000

	
	Investments ……………………………
	   0
	   10,000

	
	Accounts receivable …………………..
	   73,000
	   75,000

	
	Inventory ………………………………
	   75,000
	   70,000

	
	Prepaid insurance (expires in 2003) …..
	   40,000
	   15,000

	
	Property, plant, & equipment …………
	  600,000
	  450,000

	
	Accumulated depreciation …………….
	  <115,000>
	    <75,000>

	
	Total assets ……………………………
	$715,000
	$575,000

	
	
	
	

	
	Accounts payable ……………………...
	$  28,000
	$  35,000

	
	Salaries payable ……………………….
	     2,000
	     5,000

	
	Interest payable ………………………..
	     5,000
	     3,000

	
	Income taxes payable ………………….
	     9,000
	   12,000

	
	Notes payable …………………………
	  160,000
	  130,000

	
	Common stock ………………………...
	  376,000
	  300,000

	
	Retained earnings ……………………..
	  135,000
	   90,000

	
	Total liabilities & equity ……………...
	$715,000
	$575,000



The income statement for XYZ Company for the year ended 2003 is shown below:



Sales revenue ……………………………….
$380,000



Cost of goods sold ………………………….
<130,000>



Insurance expense …………………………..
<  20,000>



Salaries expense …………………………….
<  45,000>



Depreciation expense ……………………….
<  40,000>



Interest expense ……………………………..
<  12,000>



Loss on sale of investments ………………...
<    3,000>



Income tax expense …………………………
<  50,000>


Net income ………………………………….
$  80,000


REQUIRED:

(1)
Prepare the operating activities section of the cash flow statement using the






the direct method





(2)
Prepare the operating activities section of the cash flow statement using the






the indirect method





(3)
Prepare the statement of cash flows for XYZ Company for 2003
Example #2

The following information was taken from the 2003 income statement of Betty DeRose, Inc.:



Sales revenue ………………………………
$500,000



Cost of goods sold …………………………
  300,000



Depreciation expense ……………………...
    60,000



Loss on sale of land ………………………..
    10,000



Salaries expense …………………………...
    50,000



Income tax expense ………………………..
    32,000



Net income ………………………………...
    48,000


The following information was taken from the comparative balance sheets of Betty DeRose, Inc. for the


years ended December 31, 2002 and 2003:

	
	
	December 31, 2003
	December 31, 2002

	
	Cash …………………………………...
	$ 30,000
	$ 38,000

	
	Accounts receivable …………………..
	   40,000
	   36,000

	
	Inventory ………………………………
	   50,000
	   42,000

	
	Land …………………………………...
	  170,000
	  164,000

	
	Equipment ……………………………..
	  280,000
	  200,000

	
	Accumulated depreciation …………….
	  <120,000>
	    <60,000>

	
	Total assets ……………………………
	$450,000
	$420,000

	
	
	
	

	
	Accounts payable ……………………...
	$  58,000
	$  64,000

	
	Salaries payable ……………………….
	   12,000
	   10,000

	
	Income taxes payable ………………….
	     6,000
	     9,000

	
	Mortgage payable ……………………..
	  140,000
	  160,000

	
	Common stock ………………………...
	  200,000
	  150,000

	
	Retained earnings ……………………..
	   34,000
	   27,000

	
	Total liabilities & equity ……………...
	$450,000
	$420,000



Additional Information:


1)
A parcel of land costing $22,000 was purchased for cash during 2003


REQUIRED:

Prepare the statement of cash flows for Betty DeRose, Inc. for 2003

