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ADM 1340 Q Quiz No. 4 (Winter 2014)
NAME:   	

STUDENT #:  	




Instructions:

1. This quiz is 40 minutes in length.


2. This is a close-book, close-notes exam.


3. A calculator is allowed.


4. Please write or print neatly.







Statement of Academic Integrity 
The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 
 
Statement to be signed by the student: 
 
I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this 
examination. 
 
Signed:  	 
 
Note: an examination copy or booklet without that signed statement will not be graded and will receive a final exam grade of 
zero. 

Question 1:  
CASH FLOW STATEMENT – 20 marks 
The Pro Corporation prepared the following income statement and comparative balance sheets for 2008:
PRO CORPORATION
Income Statement
For the Year Ended December 31, 2013

Sales			$975,000
	Less:	Cost of Goods Sold	  467,000
Gross Profit	508,000
	Less:	Amortization expense	78,600
			Other operating expenses	92,500
	Plus:	Gain on Sale of Equipment	    55,000
Income before taxes	391,900
Income taxes	    60,000
Net Income	$331,,900




PRO CORPORATION
Balance Sheet
As at December 31, 2013

Assets	   2013	   2012
Cash	$ 133,900	$  5,400
Accounts Receivable	84,600	74,000
Temporary Investments	30,000	38,000
Merchandise Inventory	366,000	204,000
Property, Plant, and Equipment	400,000	350,000
Less: Accumulated Amortization	   (85,600)	   (63,000)
Total Assets	$948,900	$608,400

Liabilities and Shareholders' Equity
Accounts Payable	$  85,000	$109,400
Other Accrued Payables	62,000	79,000
Bonds Payable	140,000	140,000
Common Shares	310,000	210,000
Retained Earnings	  331,900	    70,000
Total Liabilities & Shareholders' Equity	$948,900	$608,400

Additional data:
(1)	Cash dividends of $70,000 were paid in 2013.
(2)	Equipment that initially cost $140,000 was sold for $139,000 in 2013.
(3)	The company issued common shares for cash of $100,000 in 2013.


		Required:

		Prepare a cash flow statement using the indirect approach for 2013.



Solution: 1 pt per line	
Pro Corporation
Cash Flow Statement—Indirect Approach
For the Year Ended December 31, 2013

Cash flows from operating activities:
	Net income	$ 331,900
	Add:	Amortization	78,600
	Less:	Gain on sale of equipment	(55,000)
			Increase in accounts receivable	(10,600)
			Increase in inventory	(162,000)
			Decrease in accounts payable	(24,400)
			Decrease in other accrued payables	    (17,000)
	Cash provided by operating activities		$141,500
Cash flows from investing activities:
	Proceeds from sale of temporary investment	8,000
	Proceeds from sale of equipment	139,000
	Purchase of equipment	 (190,000)
		Cash used by investing activities		(43,000)
Cash flows from financing activities:
	Proceeds from issue of common shares	100,000		
	Payment of cash dividend	(70,000)
Cash provided by financing activities	                                                                      30,000
Increase in cash		128,500
Cash balance, January 1, 2013		  5,400
Cash balance, December 31, 2013		$133,900




























Question 2:   ( 6 points)

LTD Limited has the following classes of shares:

Common Shares
	1,000,000 authorized, 40,000 issued and outstanding
Preferred Shares, Class A, $5 dividend, cumulative
	20,000 authorized, 4,000 issued and outstanding
Preferred Shares, Class B, $4 dividend, cumulative
	5,000 authorized, 1,000 issued and outstanding

On February 15, 2014, LTD declares a $100,000 dividend; however, no dividends were declared in 2013.
[bookmark: _GoBack]
Required:  How much will each shareholder receive as a dividend per share for each class of shares.  (For example, how much will each common shareholder receive as a dividend per share, how much will each preferred shareholder Class A receive as a dividend per share, etc.)  

……………………………………………………………………………………………………
……………………………………………………………………………………………………
A 		5 ( 4000) = 20,000 arrears  1 mark
		5 (4000)  = 20,000 current  1 mark
B		4 (1000)  =  4,000 arrears  1 mark
		4 (1000)  =  4,000 current  1 mark
Total                                    48,000

100,000 – 48,000 = 52,000  1 mark

A:  5 + 5 = $10 per share  1 mark
B:  4 + 4 = $8 per share  1 mark
Common:  52,000 / 40,000 = $1.30 per share  1 mark
……………………………………………………………………………………………………
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