Appendix B — Financial Accounting for MBAs, 4" edition by Easton, Halsey, Wild & McAnally

Solutions to Practice Quiz

LO: 2
1.
Answer: d
(N0 [ ToT0] o [P TN
Add (Deduct) Items to Convert Net Income to Cash Basis
=T o =Y ox = (o] o RSP URSSRS 8,000
AcCCOUNtS RECEIVADIE DECIEASE........coeee e e e e e e e e e e e e e 15,000
TV =T a1 (o Y 1 o3 (=T 1 T (10,000)
AcCOUNtS Payable DECIEASE .......cccveiieeiiieeeiieesriee e se e st e st e raae e snaeese e snae e snaeesnteeereeenreeen (5,000)
INcome Tax Payable INCrEASE .........ceoui ittt et 1,000
Net Cash Provided by Operating ACHVItIES ........cuviiiie i e se e e neee e $99.000
LO: 2
2.
Answer: a
N NGO e i, $ 50,000
Add (Deduct) Items to Convert Net Income to Cash Basis
DRI I At ON e 4,000
Gainon Sale of Investments. (10,000)
Accounts Receivable INCreaSe .. e (3,000)
INVENIOTY INC B (5,000)
Prepaid ReNt DECIEASE ... o oo, 2,000
ACCOUNES Payable INCraSE i 5,000
Income Tax Payable DeCrease ... __(1,000)
Net Cash Provided by Operating ACtiVItieS e $42,000
LO: 2
3.
Answer: ¢
Net Loss, $(25,000)
Add (Deduct) ltems to Convert Net Loss to Cash Basis
(D= o (=T oi - Lo o W 9,000
Accounts Receivable DeCIreaSE e 10,000
INVENEIOTY DO S 5,000
Prepaid EXpenses DeCrease ... .o 5,000
Accounts Payable INCrease. 5,000
Accrued Liabilities Decrease _ (3,000)
Net Cash Provided by Operating ACtiVitieS ... . oo $ 6000
LO: 2
4,
Answer: a
Costof Goods Sold . $ 100,000
+  INVeNtOry INCreaSe e 3,000
+  Accounts Payable DeCrease . 6.000
= Cash Paid for Merchandise Purchased ... .. $109.000
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LO: 3

5.

Answer: b
Investing Activities

Sale Of EQUIDMENT $ 20,000
Purchase of Land. .. (85,000
Net Cash Used by Investing Activities $(65,000)
LO: 4
6.
Answer: c
Cash Flows from Financing Activities
Issuance of Bonds Payable $ 33,000
Acquisition of Treasury StOCK ..o o e (12,000)
Payment Of DIVIAENAS 19,000
Net Cash Provided by Financing Activities $ 2,000
LO: 3
7.
Answer: a
Investing Activities
Purchase of stock Investments ...~ $ (160,000)
Sale of StocK INVESIMEeNtS 118.000
Net Cash Used by Investing Activities 42,000
LO: 4
8.
Answer: d
Cash Flows from Financing Activities
Issuance of Bonds Payable. ... ... ... $ 110,000
Payment Of DIVIAENUS 58,000
Net Cash Provided by Financing Activities__..._...................cooiiimiieieeeaenn. $ 52,000
LO: 3
9.
Answer: d
Investing Activities
SaleofLand . $ 140,000
Purchase of EQUIDMENt e 366,000)*
Net Cash Used by Investing Activities $(226,000)

* The equipment purchased is equal to the sum of the increase in PPE assets account ($276,000) and the
book value of the land sold ($90,000).
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LO: 4
10.
Answer: b

Cash Flows from Financing Activities

Retirement of Bonds Payable. ... .. o $(250,000)
Issuance of Common Stock ... 48,000
Payment of DIVIdeNdS. ... ..o oo —(52.000)
Net Cash Used by Financing Activities 254,000
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