Accountancy 422
Supplemental Cash Flow Problem

The financial records of the Flower Patch Garden Center showed the following financial information related to the year 2005.

Directions:

1. Prepare a statement of cash flows using the direct method.

2. Prepare a statement of cash flows using the indirect method.

Flower Patch Garden Center

Comparative Balance Sheets
In Thousands

12/31/04
12/31/05
Assets:

Cash
$  39,400
$  77,150
Accounts receivable
80,000
70,000

Allowance for uncollectible accounts
(10,000)
(15,000)

Inventories
100,000
75,000

Investment in available-for-sale securities
5,500
   -0-

Plant and equipment
200,000
190,000

Accumulated depreciation on plant and equipment
(40,000)
(35,000)
Leased property
100,000
100,000

Accumulated depreciation on leased property
-0-
(10,000)

Land
    30,000
    38,000
Total Assets
$504,900
$490,150
Liabilities and Owners’ Equity

Accounts payable
$  70,000
$  80,000
Salaries payable
10,000
15,000

Income tax payable
4,400
6,600

Deferred tax liability
18,000
13,000

Lease liability
100,000
80,000

Bonds payable (12%, $100,000 face value)
110,000
108,000

Pension liability
20,000
22,000

Common stock, $100 par
80,000
60,000

Contributed capital in excess of par
40,000
38,000

Unrealized holding gains on investments in securities
500
-0-

Retained earnings
62,000
67,550

Treasury stock
 (10,000)
          -0-
Total Liabilities and Owners’ Equity
$504,900
$490,150
The income statement and additional information are on the next page.

Flower Patch Garden Center

Income Statement

For the Year Ended December 31, 2005

In Thousands
Sales
$ 250,000
Cost of goods sold
(120,000)

Bad debts expense
(5,000)

Salaries expense
(40,000)

Pension expense
(8,000)

Interest expense
(15,000)

Depreciation expense
(35,000)

Realized loss on sale of available-for-sale securities
(500)

Gain on sale of equipment
    10,000
Income before tax
$36,500

Provision for income taxes
  (10,950)
Net income
$  25,550
Additional information:

1. No accounts receivable were written off during the year.

2. No additional investments in available-for-sale securities were made during the year.

3. Equipment with an original cost of $50,000 and a book value of $20,000 was sold.
4. No real estate was sold during the year.

5. A $25,000 lease payment was made, resulting in a $20,000 reduction in the lease liability.

6. No bonds were retired during the year.

7. 200 shares of common stock with a book value of $30,000 were purchased on the open market for $35,000 and retired.  The difference between the book value and the purchase price was debited to retained earnings.
8. Treasury stock, accounted for at a cost of $10,000 was reissued for $18,000.

