
CASH FLOW STATEMENTS 1 
 

 

www.hotshotlegal.com  •  info@hotshotlegal.com  •  79 Madison Avenue, 2nd Floor  •  New York, NY 10016 

EXERCISE 

CASH FLOW STATEMENTS 
	
Background 
A	member	of	the	deal	team	you’re	on	asks	if	you	can	help	him	understand	the	cash	flow	
statement	for	the	client,	Tempo	Cycles,	and	to	answer	a	few	questions	he	has	about	it.	
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Instructions 
Come	prepared	to	discuss	the	following	questions	from	your	colleague:	

1. In	the	operating	activities	section,	why	does	Tempo	start	with	net	income?	
2. What	are	the	adjustments	about	in	the	operating	activities	section?	
3. What’s	the	difference	between	investing	activities	and	financing	activities?	
4. What’s	the	difference	between	cash	and	cash	equivalents?	
5. Why	does	Tempo	prepare	a	cash	flow	statement	when	it	prepares	an	income	

statement?	


