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1. 

1. What does it mean when investing activities are reported on the Statement of Cash Flows? Provide three examples of investing activities.
The meaning of the investing activities being reported in the statements of cash flows means that it represents the money gained and the money lost. The three examples of the investing activities include the purchase of fixed assets, a collection of loans and purchase of the equipment used in firms. 
2. What does it mean when financing activities that are reported on the Statement of Cash Flows? Provide three examples.
When we say that the financial activities are reported on the statement of cash flows we mean that the financial activities are put in an orderly way to show both the inflows and the outflows of cash from financing and debt. Three examples incorporate payment of dividends, repayment of debt and sale of stock.
3. Both the Direct and Indirect Methods are used to prepare the Cash Flow Statement. What is the difference between these two methods?
The difference between the direct and indirect methods in cash flow statement is how it displays cash flow. The direct method is used to depict the cash flow from the operating activities in the firm or in an organization. The indirect method, on the other hand, shows the net income of the organization.
4. How do you determine a company’s cash flow from their operating activities using the Indirect Method?
The cash flow of a company can be determined through the use of the indirect method by first taking the net income, adding the amounts of cash revenues earned and subtracting the expenses. This will give you the company’s cash flow for its operating activities. 
5. What are the four (4) building blocks of financial statement analysis? Explain the purpose of each one.
The four building blocks of financial statement incorporate the following. 
· Solvency- the purpose of this is to create future revenues and achieving long-term goals that are set forth.
· Liquidity and Efficiency-the purpose of this are to generate revenues and help in meeting short-term goals of the organization.
· Profitability- the purpose of this is to offer financial rewards.
· Market- The purpose of this is to create positive expectations on market.
6. What is the purpose of each of the following ratios and how are they computed?
1. Working capital- its purpose is to take advantage of cash discounts and meet current debts. Calculation: Working capital= current assets-current liabilities.
2. Acid-test ratio-it is basically used to show the company’s short-term liquidity that it is operating at. Calculation: Acid-Test Ratio=Cash+ short-term investments+ Current Receivables/current liabilities.
3. Current ratio- its purpose is to ascertain the firm’s financial health. Calculation: Current Ratio=Current assets/ current liabilities.
7. What do these ratios tell us about a company Who are the intended users of these ratios?
The ratios above help the company to stay to have an appraisal of its financials and make the company run without flaws. The main user of the above-mentioned ratios is the individual companies.
8. Which type of analysis...
1. Measures key relationships between financial statement items?
-Ratio Analysis 
2. Compares a company's financial condition across time?
-Horizontal Analysis
3. Compares a company's financial condition to a base amount?
-vertical Analysis
9. What is the difference between comparative financial statements and common size comparative financial statements?
The difference that exists between the comparative financial statements and common size common size financial statement is that comparative financial statement uses two or more successive periods in the computation of its data.  common size financial statements, on the other hand, break each amount as a percent of the base amount.
10. What are the criteria for cash flows to be classified as a cash equivalent?
[bookmark: _GoBack]The cash flows are considered to be cash equivalent when the cash flows are close to maturity due time and are not sensitive to the changes in interest. 



