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This evaluation looks at the results obtained using the Bob Adams Annual Report Spreadsheet (BAARSS) for the 2003 Fiserv, Inc. (FISV) annual report (AR).  

At first glance, I noticed that there are several orange, caution, flags as well as several red, danger, flags.  

The orange, caution, flags are for:  

· Accounts receivable:  up 23 percent over 2002.  Even though this is flagged in orange, to me the critical question is what is the comparison between accounts receivable and revenue growth?  In this case, revenue grew at 21 percent over the previous year.  Therefore, this caution flag looses much of its meaning.

· Cost of sales (cost of sales this year / cost of sales prior year as % change):  up 22%.  Again, the same comparison holds true as for accounts receivable.  With revenue growing at 21 percent over the previous year, the increase in cost of sales becomes trivial.  

· Earnings confidence rating (net income / net cash from operations):  0.61.  Generally, the closer this is to 1, the higher the quality of earnings.  

· Compare net income with net cash:  Net income = 18 percent.  Net cash =  - 11 percent.  What is FISV using their cash for?
The red, danger, flags are for:  

· Cashflow growth (current year cash from operations / prior year cash from operations):  - 11 percent.  Cashflow should increase at the same rate as Revenue, or faster.  

· Return on free cashflow – compare to 10 year bond.  Free cash flow per share is ‑$1.86.  The 10 yr bond rate currently is 4.14 percent.  The return is less than the bond rate.  Is the company spending cash wisely?

· Long-term debt to equity ratio (long-term debt / total equity):  32% debt to equity.  This is borderline.  It would be preferable to see less than 25%, but the current rate of 32% is acceptable.  

· Quick ratio (cash + marketable securities + accounts receivable / total liabilities):  0.5 to 1.  About 1:1 is normal.  The higher the better.  This is a relatively severe test of the company’s liquidity and its ability to meet short-term obligations.  
Of all of these flags, the most serious deal with the low amount of cash-flow growth.  It would also be preferable to have more cash available beyond their debt, but as Ellis says, let the managers manage the money . . . 
