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Answer
Operating Investing Financing Noncash

Activity Activity Activity Transaction Increase Decrease No Effect
1. Increased accounts payable. X X
2. Decreased inventory. X X
3. Increased prepaid insurance. X X
4. Earned a net income. X X
5. Declared and paid a cash 

dividend. X X
6. Issued stock for cash. X X
7. Retired long-term debt by

issuing stock. X X
8. Purchased a long-term invest-

ment with cash. X X
9. Sold trading securities at a

gain. X X
10. Sold a machine at a loss. X X X
11. Retired fully depreciated

equipment. X X
12. Decreased interest payable. X X
13. Purchased available-for-sale

securities (long-term). X X
14. Decreased dividends receivable. X X
15. Decreased accounts receivable. X X
16. Converted bonds to common

stock. X X
17. Purchased 90-day Treasury bill. X* X

*Cash equivalent.

Transaction

 Cash Flow Classification Effect on Cash Flows



Cash Flows from Operating Activities

Cash flows from operating activities

Net income $8,000 
Adjustments to reconcile net income to 
net cash flows from operating activities
Depreciation $18,500 
Gain on sale of investments (6,000)
Loss on sale of plant assets 1,500
Changes in current assets and current 
liabilities
Decrease in accounts receivable 4,000
Increase in inventory (17,000)
Decrease in prepaid expenses 2,000
Increase in accounts payable 3,500
Increase in accrued liabilities 1,500
Decrease in income taxes payable (1,000) 7,000
Net cash flows from operating activities $15,000 



Cash Flows from Investing Activities

Cash flows from         
investing activities
Purchase of investments ($39,000)
Sale of investments 51,000
Purchase of plant assets (60,000)
Sale of plant assets 2,500
Net cash flows from 
investing activities (45,500)



Cash Flows from Financing Activities

Cash flows from 
financing activities
Repayment of bonds ($25,000)
Issue of common stock 87,500
Payment of dividends (4,000)
Purchase of treasury stock (12,500)
Net cash flows from   
financing activities 46,000



Statement of Cash Flows (exhibit)

Amir Corporation 
Statement of Cash Flows 

For the Year Ended December 31, 20x7

Net cash flows from operating activities $15,000 
Net cash flows from investing activities (45,500)
Net cash flows from financing activities 46,000
Net increase (decrease) in cash $15,500 
Cash at beginning of year 7,500
Cash at end of year $23,000 







Answer

$ 56.000

$ 30.000
6.000
6.000

( 10.600)

( 54.000)
50.000
40.000

( 52.000)
( 24.600) ( 9.200)

$ 46.800

1. Statement of cash flows prepared

Decrease in accounts payable
Decrease in accrued liabilities

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net

cash flows from operating activities
Depreciation, building

Amortization, patent
Depreciation, equipment

Sharma Fabrics, Inc.
Statement of Cash Flows

For the Year Ended December 31, 20x7

Gain on sale of equipment
Changes in current assets and current liabilities

Increase in accounts receivable
Decrease in inventory
Decrease in prepaid expenses

Net cash flows from operating activities



Answer (cont)

($ 25.000)
12.600

( 2.000)
( 14.400)

$ 50.000
( 30.000)

100.000
( 18.000)

102.000
$134.400

54.720
$189.120

Cash flows from investing activities
Purchase of equipment
Sale of equipment

Net cash flows from investing activities

Net cash flows from financing activities

Cash at beginning of year

Payment of dividends
Issue of common stock

Cash flows from financing activities

Repayment of notes payable

Net increase (decrease) in cash

Purchase of patent

Cash at end of year

Issue of notes payable



Answer (cont)

$ 50.000
274.000

$324.000
Issue of mortgage for building
Issue of mortgage for land

Schedule of Noncash Investing and Financing Transactions



Answer (cont)

$46.800
$56.000

=

= $46.800 œ œ ( $25.000 œ $12.600 )
=

Free Cash Flow

0,8 times

Net Cash Flows from Operating Activities

Net Cash Flows from Operating Activities  œ  Dividends  œ
(Purchases of Plant Assets  œ  Sales of Plant Assets)

$18.000
$16.400

Net Income
Cash Flow Yield =

= =

- - -







Answer

$ 5.500

$23.400
( 3.500)

17.400
50.000

500
( 28.500)
( 1.500) 57.800

$63.300

O'Brien Corporation
Statement of Cash Flows

For the Year Ended December 31, 20x8

Decrease in accounts receivable
Decrease in merchandise inventory
Decrease in prepaid rent

Net cash flows from operating activities

Decrease in accounts payable
Decrease in income taxes payable

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash

flows from operating activities
Depreciation 
Gain on sale of furniture and fixtures
Changes in current assets and current liabilities



Answer (cont)

$ 6.900
( 19.800)

( 12.900)

($10.000)
20.000

( 3.000)
7.000

$57.400
25.000

$82.400

Net cash flows from financing activities
Net increase (decrease) in cash

Cash flows from financing activities
Repayment of notes payable
Issue of notes payable
Payment of dividends

Cash flows from investing activities

Cash at beginning of year
Cash at end of year

Sale of furniture and fixtures*
Purchase of furniture and fixtures

Net cash flows from investing activities



Answer (cont)

$50.000

* œ + = $6.900

Conversion of bonds into common stock

$17.800 $14.400 $3.500

Schedule of Noncash Investing and Financing Transactions

-



Answer (cont)

$63.300
$5.500

=

= $63.300 œ œ  ( $19.800 œ $6.900 )
=

20x8

(Purchases of Plant Assets  œ  Sales of Plant Assets)
Net Cash Flows from Operating Activities  œ  Dividends  œ

= =

$3.000
$47.400

20x8

Net Cash Flows from Operating Activities
Net Income

times

Cash Flow Yield =

11,5

Free Cash Flow

- - -


