Cash Flow Case – Spring 2020
[bookmark: _GoBack]Presented below are the condensed financial statements for the Magnificent Mountain Company:

	
	Year 2
	Year 1

	Cash
	 $  12,300 
	 $  9,800 

	Accounts receivable
	       13,750 
	       14,700 

	Inventory
	       16,700 
	       14,200 

	Marketable securities
	       12,950 
	       8,700 

	Equipment, net
	  72,500 
	  77,500 

	Total assets
	$128,200 
	$124,900 

	
	
	

	Accounts payable
	 $  10,500 
	$  13,500 

	Income taxes payable
	       5,000 
	       9,650 

	Common stock
	     58,500 
	     54,750 

	Retained earnings
	  54,200 
	    47,000 

	Total liabilities & shareholders' equity
	$128,200 
	$124,900 

	
	
	

	Sales
	 $145,000 
	

	Cost of goods sold
	       42,000 
	

	Depreciation expense
	       14,700 
	

	Other operating expenses
	       17,800 
	

	Interest expense
	6,200
	

	Income taxes expense
	    15,000 
	

	Net income
	$  49,300 
	



1. Prepare Magnificent Mountain's statement of cash flow for Year 2 using the indirect method.

2. Calculate the following ratios and measures for Fischer Inc. for Year 2: 


A.	Operating funds ratio
B.	Operating cash flow-to-current liabilities ratio
C.	Cash conversion ratio
D.	Earnings before interest, taxes, depreciation and amortization (EBITDA)
E.	Free cash flow
F.	Discretionary cash flow

What can you conclude about the cash flow health of the Magnificent Mountain Company from the ratios and measures?

