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Exhibits I, i, and HI contain three years of cash flow statements from the Alpha Corporation,
Beta Corporation, and Gamma Corporation, respectively. Examine the contents of these
cash flow statemants carefully and answer the following questions.

A. Identify the major sources and uses of cash fiows for Gamma Corporation for the year of
1288, [10 peints]
B. How did Gamma Carparation invest its excess cash for each of the threa years 7 (Hint:
excess cash = net cash flow from operations — capital expendifures — cash dividends)
[ 10 points}
<. What are the'major sources of cash for dividends and capital expendituras for Alpha
Corporsation for each of the thres years? - [10 points
D. Explain in datail the major difference betwaen the cash flow from operations and net
income for Beta Corperation for the year of 2000. [10 points] -
£. Based on the evidence in the statemenl of cash flows alone, what is your assessmeant of
the financial sirength for each of the three firms 2 Why ? [60 points ]
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EXHIBIT I
Alpha Corporation, Consolidated Statements of Cash Flows ($ millions)
Year End June 30,
2000 1989 1998
Operating Activilies .
Loss from continuing operations a7 §6BE5) 3105
Depreciation 1684 el 2434
Amortization of capitalized software 44 58.2 1.1
Gain from sale of investments and other assets (166} (118.0} —
Restructuring and other unusual iterns, net 1355 41 1253
Changes in other accounts affecting operations
Accounts receivable 160.8 734 453)
Inventory 80.2 009 an
Other current assets 170 {1.2) {13.0)
Accounts payable and other current liabilities 1.3 @3 4
Other 28 1 {105)
Net cash provided by continuing eperations 163 - 85.8 76.5
Net cash provided by (used in} discontinued operations i3 35 R%.7)
Nek eash provided by operating actlvilies 1%5.2 823 46.8
Investing Activities
Inwestment in depreciable assets {129.7) {F744) (3054}
Proceeds from disposal of depreciable and other assets 1570 242)) 941
Proceeds from the sale of discontinued operatians 53 4073 -
Investment in capitalized saftware 218) W@y 8
Other (6.0} {13.0) 12
Net cash provided by {used in) investing aclivities 188 4188 (254.8)
Financing Actvities : :
(Decreasa) increase in short-larm borrowings 28 (222.6) 1398
Proceeds from long-term debt 444 167.7 60
Payments of long-term debt {1265} {544.8) Hn
Proceeds froim sale of Class B common stock 50 7 175
Purdhase of treasury stock {3) {5} {18.)
Dividends paid .- - . - (7.2} (260}
Net cash provided by (used in} financing activities (80,0} {598.8) 353
Effect of changes in foreign exchange rates B 11 @9
Increase (decrease) in cash equivalents 81 - (896} HER
Caph and equivalents at beginning of year 161 - 287 1448
$31.2 $169.1 $ 2587
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EXHIBIT ||
Beta Corperation, Consolidated Statements of Cash Flows (§ thousands)

Year End June 30,
2000 1999 1588

Cash Flows from Operating Activitles:

Cash received from customers ' § 83,865 $73.273 $ 51,110

Cash paid to suppliers and employees {77,820) (65,480) (46,589)

Interest received 843 355 132

Interest paid ] ' {536) {1,046} (508)

Income taxes pald (2,233} {102) 75
Net cash genesaled by operating activities ‘ 3519 7,000 3,670
Cash Flows from Investing Activities:

Capital expenditures (6,031} (e (3650)

Marketable securities purchases {8,000) - —
Net cash used in investing activities (14,091 (4,600) (3,650)
Cash Flow from Financing Activities: |

Net payments under warking capital iine of credit — (2,000 (860}

Net payments under equipment line of credit {985 {126) (388}

Principal payments under capitat lease obligations : {169) {213} (276)

Proceeds (payment} of subardinated debi (5,000) — 44050

Proceeds from the issuance of comman stock 23,082 141 639
Net cash provided by (used in) financing activities 16928 (2,198) 3,515
Effect of exchange rate changes on cash i$) 14 —
Net increase in cash and cash equivelents 6,812 216 335
Cash and cash equivalents at beginning of yea: 5375 5159 1,64
Cash and cash équivalents at end of yes $12,187 $ 5375 $ 5,153

Reconciliation of Net Income to Net Cash
Generated by Dperating Activities: :
Net income § 6323 § 5201 b 417

Adjustments to Reconcile Net Income to Net
Cash Consutmed by Operating Activities: :
Bad debt provision - 99 47 98
Depreciation and amortization - 4,028 2,701 2231
Amortization of original issue discount 208 324 £8
Loss on disposition of assets 17 % 58
Compensation expense related fo stock grants 4 83 -~
Changes in Assels and Liabilities; '
{Increase) in accounts receivable {10,837 (613) {1,550)
(Increase) decrease in inventory {951) (810) 1,043
(Increase) decrease in deposits and other assets (665) - 364 {762)
Increase (decrease) in accounts pavable and |
accrued expenses 5,657 (3109 2,067
Total adjustments (2,484} 1,739 3,253
Netcash generated by operating activities § 3519 $ 7,000 5 3,670
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EXHIBIT il
Gamma Corporation, Consolidated Statements of Cash Flows ($§Thousands)
Year End June 34,

2000 1999 1998
Cash Flows from Operating Activitiew; .
Netincome (loss) $[67427  § M3 $L072600
Adjustments to Reconcile Net Income Lo )
Net Cash Provided by Opexafing Activities: ]
Depreciation and amortization 528,560 796,201 686,738
Other adjustments to income 189,077 3% 4570
(Irkvease}/ decrease in accounts receivable 105,977 (241,357} (373,248)
(Increase) decraast in invenfories 18,416 99,743 s
* [Increase)fdecrease in prepaid expenses (47,239 (90,602) 18,963
Increase/ ({decrease} in accounts payable (17,6%) 107,061 30,645
- {Decreass) in baxes {105,518) (201,560) (75,502)
Itcrease in deferred revenues and customer advances 92,342 9,207 15847
Increase in restracuring reserve 593160 443,544 -
Increase in other [izhilities - 1,163 285175 265%
Total adjustments 1555328 1,339,631 06,781
Net cash flows from operating aclivities 1,040,901 1A% 1479391
Cash Flows from Investing Activities:
Purchase of plant, property, and equipment (Fa7548) (L0265 (1,223,038
{Inctease) of other assels, net {55,782} (75,489) (67,624)
Purchase of Kienzle business ' {233,261) o -
Net cash flows from investing activities (1026591 {L10318)  {1,290.662)
Net cash flows from operating and investing activilies S kil 3960 1347
Net Flows from Financing Activities:
Proceeds from issuanve of debt ' 14,249 17.661 40,425
Payments to retire debt {112 426) {20,8%) (153.245)
Purchase of freasury shares ' {10,719 {£70.231) (814358)
Issuance of treasury shates, including tax benefits 234,650 296,125 3075
Net ¢ash flows from Snancing activities ' (39,243 nw ()
Net increase/ (decrease) in cash and cash equivalents " {84,933) ke bl {508, 316)
Cash and cash equivalents at beginning of year 2000983 165 2iB5W

} Cash and cash equivalents at end of year : $1924,050  §R008983  $18652M4
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