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A Summary of an Article on the Importance of Linking Profitability and Cash Flow When Analyzing Financial Statements.
	There are has been opinion that accounting profit does not give a reflection of day to day activities of a firm. Notably, business prosperity does not entirely rely on just its profitability rather it should be in a position to pay creditors as well as daily important expenses. Therefore, it is very important for all organization stakeholders to distinct between the cash flow and accounting profit. Accounting profit is derived from difference in accumulative revenues and expenses while the cash flows are based on cash received vs. the cash paid out. For instance, if a firm sell product on credit it will not have the cash yet the financial statement which give the profit will record revenue.
	Notably, tactics like cash conversion period analysis as well as ration analysis in the financial statement help business in formulation remedies whenever it finds itself off-course. In conclusion, many businesses has dwelled so much on accounting profit without focusing on cash flows resulting into financial difficulties. Therefore, the financial managers ought to relate the liquidity and profit ratios to the real cash flows in an entity in order to make major financial decision. 
	These concepts are significant to leaders of companies in Saudi Arabia in that it they can help them make a informed decision when deciding to finance business projects.  For instance, they should be careful not to get deceived by accounting profit figures and finance a major project using the available cash. Additionally, they should not just focus on incremental cash flow that will be realized if the project is under taken. Conversely, they should do analysis of the effects the project will have on the overall cash flow as well as conversion period analysis before such investment thus ensure they choose the best financing choice which could significantly affect the cash flow. 
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