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ACG302: SPRING 2018

ASSIGNMENT 3 (15 POINTS)
May 2. However, | encourage you

This assignment is due no later than the start of class on Wednesday,
to turn in your assignment solution earlier. The assignment can be worked with one and only one other

student if, and only if, you turn in a joint solution with both of your names on the solution. You are not
allowed to speak with any other person or receive help from any other person in working this
assignment other than your partner if worked jointly or your instructor in this course.

SPECIFIC REQUIREMENTS
(1) Complete in good form the 2018 statement of cash flows for ABC Corporation. Relevant

information is attached. Please show your statement on one page.
(2) You must use the indirect method for the operating section.

(3) Include the following disclosures on a separate page:

—-cash paid for interest and cash paid for income taxes

(4) Do not turn in a hand-written solution. [You will turn in two pages stapled together]

(5) Do not turn in the assignment instructions or information.
e to cash flows from

Hint 1: You should have 10 separate items in the reconciliation of net incom
ome and before net cash provided by operating

operating activities [that is 10 items after net inc
activities]. An example of a statement of cash flows is provided in illustration 21-13 on pages 1244 and
1245 of your textbook.
Please use proper headings and correctly use the terms “provided by,” and/or “used by.”
y operating activities equal to $30 million. | will double-check my

Hint 2: I have net cash provided b
work and let you know if | made an error.
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ABC CORPORATION
Balance Sheet Information
December 31, 2018 and 2017

($ in millions)

Assets 2018 2017
Cash $29 $20
Accounts receivable 27 30
Short-term investments 15 0
Inventory 51 50
Prepaid insurance 2 6
Land 75 60
Buildings and equipment 61 745
Less: Accumulated depreciation (16) (20)
5244 $221
Liabilities
Accounts payable $9 $20
Salaries payable 4 1
Income tax payable 9 8
Bonds payable 45 50
Less: Discount on bonds (1) (3)
Shareholders’ Equity
Common stock 130 100
Paid-in capital — excess of par 29 20
Retained earnings 40 25
Treasury stock (21) 0o
$244 $221
Income Statement Information
Revenues
Sales revenue $120
Interest and dividend revenue 8] $123
Expenses and Losses
Cost of goods sold 60
Salaries expense 1.3

Depreciation expense
Bond interest expense
Insurance expense
Loss on sale of equipment
Loss on land sale
Income tax expense
Net Income
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Additional information from the accounting records:

a. Company land, purchased in a previous year for $10 million, was sold for $ 4 million.
b. Land was purchased during the year for cash (Hint: set up a t-account for land and first consider the land sale).
¢. Equipment that originally cost $ 14 million, and which was one-half depreciated (57 million accumulated depreciation), was
sold for $5 million cash.
d. The common shares of Mazuma Corporation were purchased for $ 15 million as a short-term investment.
e. OnJanuary 1, 2018, $ 5 million of bonds (issued 20 years ago at their face amount) were retired at maturity.
£ The increases in the common stock account and paid-in-capital excess of par account are attributable to the issuance of
stock for cash.
g. Cash dividends of $ 3 million were paid to shareholders. Company spent $21 to repurchase stock (treasury stack).
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