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flows assoclaled with the purchase and sale of fixed assets

4. Cash
are called cash flow from

and busines
operating act mes
investment activities
mancmg activities
equlty activities X

cing transactions,

/é Cash flows that result from debt and equity finan
including incurrence and repayment of debt, LMS from the sale
chase stock

of stock, and cash outflows to pay cash dividends or repur
are called cash flow from .
A) operating activities
investment activities
financing activities
) miscellaneous activities
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vi 11z Problem-solving

Write your answer in the space provided or on a separate sheet of paper.
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Question 2:(6 marks)

Huddleston Manufacturing estimates its sales in 2023 will be $4.5
million. The firm plans to pay cash dividends of $120,000 during
2023. Prepare a pro forma income statement for the year ended
December 31, 2023, based on the 2022 income statement shown

below.
o
2022 Sades (2022) = g4, Hoo
Sales $2,800,000 N Coan = S {26,000
Less: Cost of goods sold 1,820,000 [@X3N Awnidend st 24
Gross profits $ 980,000 .
Less: Operating expenses 240,000 e (6GSoor 4 <\, (5en )
Operating Profits $ 740,000 ¥ Co GS, oo
(023 ey (20220
Less: Interest expense 70,000 ooreS
Net profits before taxes $ 670,000 _
Less: Taxes (40%) 268,000 = 2,924,000 B
Net profits after taxes $ 402,000 oo B u\léw Pacad
Less: Cash Dividends 132000 g Opescdiey 240 -
To: Retained earnings $ 270,000 Expene Coei3) 2 ,2.0‘)19{\ “
275
Wuddlesrar,  Kham® Co- -

Pre o @neome Syekeent
Tor the ear exndd Oec) 3 2023
Sedes - — — — - § W So0,000
less : o of o) Soldd —— =~ 2,925,660

Crose ?“g\,s e K\,qulboo
‘essjo?f(aymj expenses — T T %%cj)q\%

operedvey Prokts— -
Less: Cuberesy €Xpense -~

BT
less < Taxes (iys) — . 4uraM

Ner pror ofher tagh —— 86731,535)
Cess: Cagh Jihdends / — — — - 180,000

TorRetend Bt~ § D)5k
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Question 3 :( 11 marks) )
Using the following financial st prepare a statement of cash flows lor the year 2022,

atements,

WO :

NIAGARA COMPANY el ,{w( e Onvey
Income Statement .
For the year ended Dec, 31 2022 =4 Nwurbyy
Fepe b ¥ non ey

Gross profit
P4 Operating expenses including depreciation
Operating profit
Interest expense
Tax expense -
2sNet Income

NIAGARA COMPANY . -
Balance Sheet o Peedavey: et
2021 h
Cash $50
RS Accounts receivables 500 2 » ,Nl P/)
we” NI

ESInventory 750 Gox 8-
=0 e
@ e

Total Current Assets $1,300 o
P Gross fixed assets 600 Lo
Acc depreciation 100 = =
PRR®INet fixed assets 500 o
e Tovesny - foer P acead
5 T
P $590
o Notes payable 100 . ) I
PR Accruals 831000 } Ta e (0“}'\'( -
il $1,000 e
P o1 term debt 300 N C o See -
AR - o stocks 400 (= e
B Retained saming; 100 a9 (\Qi\,cf o QM'
$ 1,800 -
/Q'_j ‘ESS L 2o ASS ¢ wWo .
ro Tavgatory —>  1€55 20 '
tess (o) | e T o
AlP — Add . 25 23
Y ey
/; NP — less 9.5 ﬂ@'ﬁk )
- o5 . —
0 -
Actm— A M 0
et . \0 @ 0
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Birzeit University
Faculty of Business and Economics
Finance and Banking Department
Second Hour Exam - Finn 1300

Name: Ran  Anes Student Number: 1216

Circle your lecturer Jawana Awwad Diyama Awwadallah ~ Muniece AlFar
Seri Ghanem Mahmoud Shawakha

Instructions

1. Time allowed — 90 minutes

2. Write your student number and name.

3. This paper is not to be retained.

4. There are two parts in the exam. Part one: multiple choice questions (15 marks), and part two
includes longer problem/discussion questions (20 marks). In part two make sure you clearly
layout and label your work and formulations on problem questions. Legibility and neatness
count.

5. The total number of marks for this exam is 35, and this exam is worth 15% of your total

mark for the course.

All of your solutions will be written on the exam paper. No scrap papers

Scientific and financial calculators are allowed. The use of mobile phones is not allowed.

The Number of pages including cover is 8.
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Part I: Multiple-Choice Questions ( 13 marks)

Cho E ati
ose the one alternative that best completes the statement ar answcrs the guestion

. Inthe
through

ts receivable -
C) an increase in dividend payment
D) a decrease in accrued liabilities

al statements are used for

5. Pro forma financi
A) cash budgeting
preparing financial statements
épmﬁt planning
D) auditing -

May, June, and Jul of $100, 5200,
May, Jupe, and ey

and $300, respectively- The firm makes 20 percent of sales for cash
and collects the remaining balance one month @;qllg}u_in/g/ghe sale. The —
= o T

's total cash receipts in July is
A) 6220 .
B) $200 e
C) $180
D) $140

VS'/ e key input to any cash budget is >
/@The sales forecast
) the production plan
C) the pro forma balance sheef
D) the current tax laws

/4. A firm has projected sales in

/6. Cash disbursements include 3
Famortization expense &
B) rent payments

C) depreciation €xpense Aol AW
D) depletion y
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. The primary purpose in preparing a cash budget is
A) to evaluate the intrinsic value of 2 financial assets
@o estimate a firm's short-term cash requircments
T) for risk analysis *
D) to estimate sales

V&/ are projected financial staiements.

Pro forma statements
) Statements of retained earnings
C) Cash budgets
D) Cash flow statements

‘/ﬁe percentage-of-sales method of preparing pro forma income

statements assumes that

A) sales are fixed
ALCQS!&WM@@M

C) all costs are Independent ¥

D) all costs are variable *

4
,}}A 0.A projectei;&gsigash balance for the month may be
: (5 financed with short-term securities®
)

financed with long-term securitidy
invested in marketable securities X
D) invested in long-term securities %

/ A statement of the firm’s planned inflows and outflows of cash.
This is called:
A) sales forecast

B) pro forma income statement 3
ash budget
)

pr orma balance sheet -

2. All of the following are outflows of cash EXCEPT
A) an decrease in accruals.
B) an increase in accounts receivabl&%
C) net loss after taxes. of
@a decrease in accounts receivable. ¥ @

~ What financial statement explains the changes that took place in
e firm's cash balance over a period? 3
@statement of cash flow ™.
) reconciliation of free cash flow*

C) balance sheet
D) income statement

o





