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Hydrogenics Corporation Cash Flow Analysis
The significant Operating cash flow issues from the provided comparative statements are the massive losses from continuing operations and the adverse changes in net working capital. The two issues create significant cash outflows in the years 2012 and 2013. For instance, Hydrogenics records a colossal net loss of $ 12.797 million in 2012, leading to a negative net Operating cash flow of $1.163 million. The cash inflows from operations in 2012 are insignificant to cushion the company from the recorded loss. In 2013, Hydrogenics incurs a net loss of $ 8.908 million, adversely pushing the net Operating cash flow to negative $ 9.197 million. The negative profits are attributable to the high operating costs since the company records operating losses of $ 12.225 million in 2012 and $ 6.783 million in 2013. This is before making provisions for financing costs and tax obligations.
The adverse changes in the net working capital also contribute to the negative net Operating cash flows. The company spends more on inventories, collects meagerly from the accounts receivables, and pays out fast for the current liabilities. This constricts the company of cash. For instance, in 2012, the company increases its expenditures on inventories by $ 2.678 million and declines its cash collections by $1.632 million. In 2013, Hydrogenics spends $ 973,000 more on inventories, $ 1.614 million more to pay vendors and $ 6.629 million more to offset other current liabilities, against the meager debt collections of $ 384,000. The net effect is a negative change in the working capital. Of the two issues, negative net profit from the high operating costs is the primary problem creating larger cash outflow.
The Remedial Actions Taken
As a remedy, Hydrogenics raises the needed cash by issuing additional common stock, 
and through long-term borrowings. In 2012, the company generates $ 5.178 million in proceeds from the sale of common stock and $ 1.621 million in long-term borrowings to cushion against the negative operating cash flows. This realizes total proceeds of $ 6.799 million, sufficient to offset the negative $ 1.163 million in net Operating cash flow. In 2013, the company raises $ 7.280M by issuing additional common stock, and $ 1.782 through long term-debt. This totals $9.062M in cash proceeds, sufficient to significantly offset the $ 9.197 deficit.  Raising cash through the issuance of stocks and long-term borrowing results in positive net financing cash flows, both in 2012 and 2013 fiscal years. 
The Investing Cash Flows
Hydrogenics Corporation records negative net cash flow from the Investing activities. This is mainly attributed to the purchase of new Property, Plant, and Equipment (PPE), during the two year period. Comparatively, the company makes no significant disposal or sale of fixed assets or investments. In 2012, the company acquires new PPE worth $ 424,000, which is significant compared to the meager cash proceeds of $ 26,000 realized from the sale of fixed assets. In 2013, the company spends $ 939,000 to purchase fixed assets, without any disposal proceeds.  The new assets purchase results in negative net investing cash flows of $ 971,000 and $ 400,000 in 2013 and 2012 respectively. 
The Relevant Financial Findings
Financial Risk 
Hydrogenics Corporation faces the financial risk in its ability to meet long-term obligations. This is indicated by the gearing ratio, which measures the proportion of a company’s debt to its equity. High gearing ratio is not feasible and can lead to excessive financial burden on 
the company’s cash flows. Hygrogenics faces a greater risk of defaulting on the financing costs should it continue recording negative operating profits, as is the case in 2012 and 2013 fiscal years. Gearing ratio = Total debt / Total equity. In 2013, the company has a high gearing ratio of (22,528+ 1,782) / (6,161 +7,280) = 1.81 times. This indicates the company majorly finances its cash flow operations through borrowed money which is not sound. The company could potentially face difficulties meeting its debt repayment schedule, both in the short and long-run. To reduce the high gearing, Hydrogenics can sell additional shares to dilute the debt component or convert the loans into shares through swap arrangements.
Sufficient Liquidity 
	Although Hydrogenics Corporation has high gearing risks, the company has sufficient liquidity cover. The favorable Liquidity ratios corroborate this. The company’s financials indicate positive Current and Cash ratios.  The Current ratio = current assets/ current liabilities. The company’s 2013 C.R = 31,649 /	22,528 = 1.40 times. This implies the current assets provide adequate cover of 1.4 times to the current liabilities. Cash ratio = Cash and equivalents / current liabilities. From the company’s 2013 cash flow statement, Cash ratio = 11,823 / 22,528 = 0.524 times, or 52.4%. It indicates the company can offset 52.4% of its current liabilities using the available cash alone. This is an impressive index, considering the availability of other liquid assets such as the inventories.
Low Profitability 
From the provided cash flow statements, Hydrogenics records negative profits. This can be attributed to high operating costs after the gross profit since the company has positive gross profits in the two years.  The low profitability index is measured using the Return on Equity ratio. In 2012 and 2013, the company records net losses of $ 8.908 million and $ 12.797 million respectively, yielding negative Return on equity ratios. ROE = (Net profit - Preferred dividends) / stockholders’ equity. In 2013, the company’s ROE = (8,908) / 6,161 = - 144.6%. It is apparent the company doesn’t sufficiently use its equity to generate revenue, with $1 of investment generating -$1.45 in profits. The negative profitability denotes low financial leverage and is a put-off to the prospective investors.



