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Cash Flow Statement

The third Key Financial statement (with the
Position Statement & Income Statement). It
shows ProFr inflows & ouvtFlows of cash and
cash ezw'va/enf's over a perfod, c'lassi-pfed\

into o;;eraf'inﬁ, fnuesﬁnﬁ & -Fl'nancfnﬂ heads.
Prepared as per AS-3 (mandatory under the

Companies Act, 20/3, Sec /33).

Okajecﬁves & Benefits

/. Sho«»sﬂ abfh'fy to yeneraf’e cash & needs
to utilise those cash FHows.

4 He!ps evalvate chanﬂes in net assets &0
Fnancial structure (h‘zw'dffy, soluenczl

3. Improves cc:amparabﬁh‘y (remouves eﬁp;cf'

of di'@f‘erenf accounﬁ'nﬂ freaf'ments).

Cash & Cash Egquivalents.

Cash = cash in hand + demand o(epo.sr'ts.
Cash Ezwi/alehts = short-term, hfghly

If'zw'cf investments reac/fly convertible to

Unown cash, with .r'ns{gm'@'canf’ ris of

chanye in valve (mafurﬂy e = months
or less). Shares are excluded; preference

shares nrnear redempﬁ'on may Zua!iﬁy.
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/. Operating . Activities

P rincpal  revenve- genera ﬁnﬂ ( mafn)

activities; not .r'nvesﬁ'ny or Q'nancfn\g,

Key indicator of internal solvency.

In : salg of \goods/_sefv_f_i:es, royalties,
fees, commission.

Out to suppliers, employees, insurance,

income Tax (unless :'nuesf/-ﬁ;‘nance).

2. Investing Activities

/-kzw'sfﬁbn & depo;al __o-F Io_n\g—f’er{-ry
assets & qf‘h_er__ investments (not ca_lsh ez.).
€9 7bu7f/.€e/! macbinefy,_ lanc/, buﬂdfny;

interest & dividend received. - §

= anancirgq Activities

Activities chdnﬁfnﬁ Size & mmpos__fhbn of
7 owne(’S' capital & borrow{hﬁs.

In o issve of shares / debentures, loans.
Ouf' repay borrow'ny_s, interest _,_om'd,

dfn_/ic/end pat'c/ on ezuh‘y & Preﬁ: cap:'_fal.
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Treatment of Pecvuliar Ltems

Interest & Dividend

Financial enterprise thferesf/dfwdend
pat'd & received = o,oeraﬁ'ny acﬁi/#y.
MNMon-Financial enterprise

- interest/dividend PAID = -»Qhancinﬂ

- interest/dividend RECEIVED = uhueshhﬁa

*

Taxes & Mon-cash Items

Tax on operating profit = operating.
Dividend tax = Hina ncinﬂ achl/if"/.

Capital gains tax on sale of fixed asset
= fnuesﬁ‘nﬂ acf'fuff\/.

Mon-cash txns (e.ﬂ. asset bouﬁhf’ by (ssue

o shares) are EXCLUDED from the CFS.

Format (Main Heads)

A 4+ B + € = nret cash chanje ol

< - ezn

(A) Cash Fow from Operating ... XXX
(B) Cash How From Investing ... XXX
(c) L From Firancing ... XX
+ Cash & cash equiv. at beginning .  xxXx

= Cash & cash ezw'v. at the EAD i XXX X
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Operahbq Activities - Indirect

et pro-/:if/loss s adjus.f'ed for non-cash &

non—operahhﬁ iterms 1+ woro(inﬂ .capﬂ"al cha_njes.

Step-wise Procedwe

/- Start: el Proﬁf;e pefore Tax &
Exf(aordfhary I)“'em.s.

2. ADD nron-cash & non-operating
char:ggs i Jepreciaﬁbn, 3opdwﬂi
wﬂ'f'fen’oﬂ:} interest ,oat'c/, loss on
sale of Hfixed assets.

2. L LESS non—operaﬁ'ny ncomes
:bferesfjd:b:deng Wﬁ‘f recéf'ued,
profit on sale of fixed assets.
z‘Operaﬁ'nj Profit betore WC chanyes.

9. Adust Worb{:h\g Capital
ADD : decrease in current assets,

J'ncreaise fn- current liabilities.
LESS . increase in current assets,

decrease in current liabilities.

== Cath jeneraf.’ed from Operations.

. LESS © Income Tax Paid (net of refund).

T +/' Effects of Exfraord:'nary Iterns.

L]

= Met Cash From Operah'nﬂ Activities
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" Solved : Cash from Operations

et _proﬁf betore tax & ex_fraprd. = 12,000

v
Depreciation 20,000. Inc. f’(:ad_e récv. 3,000 -

inc. inventories $- ,OOO;O inc. ;_:_v_re,oqu'd $00;

dec. trade payables 2,000; inc. o/s exp.. -

/,000. Income fax paid //,000.

Solution bl : e

Net )?_ro@'f' be#‘o»fe qu & Ex_f'ra. = ‘7’2,@070 L

+ Depreciation. ol ve il L ZOCO0
= dp. Profit betore WC change = 62,000
- Increase n Trgder Receivables (S,OOO)

- Increase in Inventories ... (_5",__00027 7

- Increase r'nipge,om'_c/ Insurance __(sf_OO)

- Decrease in Trade Payables ... (2,000)

+ Increase " O/; Empl. Sene#}}s +/,000
Cash ﬂenera‘f'ed from Operations $2,500

- Incoome Tax Ea_fc’_ inerenssses __(//_,OOO)_

| M

i Aet Cash p(om C.)pe_rahbj = 9’/,5‘()0 ==

~<-direct mtd

MNote : answer is faenﬁcal whgfherr dilﬁecf' 3

or f::th?eEf mef;hod__fs vsed -_op_lf ffhe

i p_r_e_ser?taﬁb_n orvc operaffny Sggﬁo.»l dn'f;cers. e
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Lnvesting - example

Maching sold +or /3,000; rew machine
purchased 3£7,000 (ealancing Hgure).
_ Sale ofMachinery Lo, 12000

quchﬂ:e qp /Machmery ..... S _(_3;‘_,(_)002

/et cash vsed in Investing = (22,000)

Financing - example

Long-term loan - 2,00,000 -7 2,50,000;
loar _o{ _/,O0,000 repm'd n f'fhei vedr. |
Proceeds Prom bormwmj.s S /_,f"p,OO_Qi

_@Pameﬁt-°ﬂb2”°w1>=ﬁ~<, cwe (7,00,000)

~

Quietk  Fecap

_l':S_ g_JSed’by most cﬁor’npqn_f'es f}o ,oracif‘.'"c_e.
Start operating section 7Frlom Met 7Pfoﬁ'f_
_b_echre? tax &___extrgorcgr}?aryi J"l“em.S: i
Proposed dividend of previous year is
added pack to profit & shown as outflow
; _uno’gr Qnapq}’:ﬁ activities.
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Met cash from Financing = $0,000

CFS prepared per AS-3 ; indirect method
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