Assignment Il
1)

The following data relate to the L. Heckenmueller Co. for 2004.

Net income

Increase in accounts receivable
Decrease in prepaid expenses
Increase in accounts payable
Decrease in taxes payable
Gain on sale of investment
Depreciation

Loss on sale of equipment

Instructions
Compute the net cash provided by operating activities for 2004.

answer :

Net income
Increase in accounts receivable
Decrease in prepaid expenses
Increase in accounts payable
Decrease in taxes payable
Gain on sale of investment
Depreciation
Loss on sale of equipment
Net cash provided by operating activities

$ 75,000
7,000
3,200
5,000

900
1,700
3,500

600

$ 75,000
(7,000)
3,200
5,000

(900)
(1,700)
3,500

600

$77.700



2)

The comparative balance sheets of Spencer Corporation at the beginning and end of year
2004 appear below.

Spencer Corporation
Balance Sheets
Dec. 31 Dec. 31 Inc./Dec.
2004 2003
ASSETS
Cash $10,500 $7,100 Inc. 3,400
Accounts receivable 18,000 9,400 Inc. 8,600
Prepaid expenses 2,700 3,200 Dec. 500
Investments -0- 11,300 Dec. 11,300
Equipment 56,000 42,000 Inc. 14,000
Less: Accumulated depreciation (10,000) (5,000) Dec. 5.000
Total $77.200 $68.000 Inc. 9,200
LIABILITIES AND
STOCKHOLDERS' EQUITY
Accounts payable $ 4,900 $ 4,500 Inc. 400
Unearned revenue 1,700 6,000 Dec. 4,300
Common stock 14,000 10,000 Inc. 4,000
Retained earnings 56,600 47,500 Inc. 9,100
Total $77.200 $68,000 Inc. 9,200

During the year 2004, Spencer purchased equipment for $14,000 cash, declared and paid
cash dividends of $11,200, sold investments for $19,000, and reported net income of $20,300.

Instructions

Prepare a statement of cash flows for Spencer Corporation for the year ending December 31,
2004.

answer :
see next page
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Spencer Corporation
Statement of Cash Flows
For the Year Ending December 31, 2004

Cash flows from operating activities:
Net income $20,300
Adjustments to reconcile net income
to net cash provided by operating activities:

Increase in accounts receivable ($8,600)
Decrease in prepaid expenses 500
Increase in accounts payable 400
Decrease in unearned revenue (4,300)
Depreciation expense 5,000
Gain on sale of investments (7,700) (14.700)
Net cash provided by operating activities 5,600
Cash flows from investing activities:
Sale of investments $19,000
Purchase of equipment (14,000)
Net cash provided by investing activities 5,000
Cash flows from financing activities:
Issuance of common stock $4,000
Payment of cash dividends (11,200)
Net cash used by financing activities (7,200)
Net increase in cash 3,400
Cash at beginning of the year 7,100
Cash at end of the year $10.500
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3)
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4)
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5)

answer
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6)
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7)
If $71,178 can be invested now, what annual inteste must be earned in order to accumulate
$100,000 three years from now?
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8)
If $1,000 is deposited into an account at the drelery year for six years, what will be the bakairc
the account after the sixth deposit if all amowrtsleposit earn 6% interest?
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