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Cash flow statements

1 Introduction

It is a statement which provide details about
How cash is generated is

How cash is applied

cashflows are divided into 3 categories

x x x

cashflowfrom cashflow from cashflowfor
operatingactivity Investingactivity financingactivi

There are thecashflowsfrom There are the cashflow Thereare cashflow

fromissue s Red
principalrevenue generating frompurchase s sale ofequityS borrowactivities or core business of long term NCA
activities

eg PPE ITA Invts



 















































































































Preparation of cash flow statements

cashflow from operating activities
Xxx

cashflow from investing activities
Xxx

Cash flow from financing activities Xxx

opening cash is cash equivalents 11

Closing cash is cash equivalents

Cash is cash equivalents
Cash Balance Xxx

Bank Balance Xxx

investments with maturityof 3m

from acquisition date

2 Cash flow from operating activities
A Format

imitmethod Infectmetho
Cashsales xxx Netprofit or PBT Xxx

CollectionfromDon xxx
opbat ofPIL I bal.ofp2

Royaltyderived xxx Add Non cash is Nonop Xx

feesreceived xxx expense



 















































































































en cashpurchase xxx
Depreciation

Paymentto creditors xxx Amontisation
Cashpaidforop exps xxx

Preliminaryexpwoff
eg wages SalaryAdminexp Int e xpsellingexp Ins

10 in on saleofPPEIncome taxpaid in cash Transfer to Reverbeforop activities xxx
loss on saleof invtExceptionalitems xxx

eg.IMClaimreceived impairment loss
exchange less

c F S from o.A.IE
prov for tax
Less Non carbs non

of income 1

int income gross
Dividendincomegun
profit on saleof

PPE sinuts

Exchange gain
Len Taxpaid

Xxx

Netof TDs It Refund

Add Decrease in CA xxx

increase in c 2 Xxx



 















































































































Len Increase in C A Hxx
Decrease in C2

Net c f from opactivity

b some important points regarding c f from of activity

i if Q.RSA
a opbal of P F T should be paidoff
b Cl bat of P F T should be torf be PIL

Ii No adjustment is required for
a Discount allowed s Distount received
b P F D D

as it gets automatically adjusted in changes
in C A.SC.L

iii P on Red of P.sn S P onmed ofDeb both
should be doe to PIL S both are non op
expence it should be added to N P in CF

from 0.1

IV J Entry for Income received

Carh Dog Xx 80 in Invt activities



 















































































































TD S Due xx 20 fromTaxpayt
To Income Xxx 100 from o.A

under Indirect
guess method

V J E for Exp paid

Exp Dx 100

To TDs 20 At.fi a.Taxpaid
To cash 80

Vi in indirect method we will start from NPBT

PBT i BapIx
Provfortux Xxx Div paid Xx
I Def tax Tnf tores
NPBT It Treffromier

NPBT

C How to choose btw Direct A Indirect metho

if information about Purchase Sales I



 















































































































f f
Of expense is

1

given notgiven

Then we can calculate Then we cannot

C F from 0.1 under calculate

both Collectionfromdies
Direct method Payments

to creditors
4 Indirect method Exp paid

hence we cannot

follow Direct
method

we apply Indirect
method

d I

Diment Indirect

prepare all of All Prepare all of all
items whore bat are items whore bat

given are givenexcept



 















































































































Prepare CFS
C A I C 2

Prepare CFS

3 Cashflow from Investing activity
9 cash received on saleof PPE Xxx

Cash received on sale of investments 7

Int's dividend income received Xxx Net

ins claim received on PPE Xxx

en

Cashpaid on purchase of invt PPE Xxx

Cost of R SD

b some important points regarding c f from inv activity

a

Ah Ltd ALt B a

Holding OfEth subsidiary Investor ofEsh Anori

ofBlta ofBL d

Investments Investments

C HD Ltd Joint venture
I

y y Investments

Isa 4



 















































































































d if Buddy Ltd gave loan to HD Ltd

Investing Financing

activity activity

of Int received 80 after TDS of 20

IB Dy80 Add to I A

TDS Dy 20 from tax paid in o A

To Int 100 in 0 A ifindirectmethod

f Pure acquisition Dividend received

CIB Dx to i A

To investment fromcost

finut

g transactions related to Investments

Purchase less Add Sale
Purchaseof I P saleproceedsof I P
Payment made towards developmentcost Red of Investments
as discussed in Intangibleassets saleproceeds from saleof Int ing
Payments towards C W I P saleproceedsfrom saleof Invt in S
Payments to acquire int in J V whichleads to lossofcontrol
Payment made foracg of Inv for cashreceivedfrom veepofLSA
obtaining control over s cashreceivedfrom saleofDerivativCashAdv Sloan made unless contract held for Trading



 















































































































Purchase of Derivative contract Financingactivities
unlessclarified as 0.1 FA

4 financing activities cashflow relating to

raisingoffunds
1 Repayment of funds

Proceeds from Issue of sh Deb Xxx

loans Bondi mortgage
x

short term or long term Borrowings xxx

Inve of Equity in future
xxx

Proceeds from saleof stake ins w o Xxx

any tonof control
less

Payment for Redemption ofshares 1 0 1

Repayment of loan xxx

Buy back of selurities 1 0

Payment for Derivative contractfor xxx
Buyback ofequity in future
Payment for purchaseof stake in s 1 7

Payment to tenor Rep of Borrowing 11

Int Div on Equity FL



 















































































































5 some special Insuer

a Int is Div
I

Paid meleived

1 Thinino.A in ino.it

in I DM FA in I DM I A

b Non cash transactions are excludedfrom
C f g

eg issue of Bonus shares
Purchaseof car in exch of PPE Equity

C Prep of consolidated cash flow
i in c F from 0 A Indirect Method

Add share of loss of Ass Co or
Lers share of profit of An 10

ii in cf from investing activity
Len cash paid to

Equire subsidiary



 















































































































Cash consideration cash bat of
Paid 5 10

Len Cash paid for inv in Ass Co

iii if subsidiary is acquired during the year
then anets and liabilities acquired should

be added to op but of ASL in C BS

for cal of cash flows
d Foreign currency cash flows

i Cfs in FII are converted in functional

currency using exchange
water on date of

Turam action
ii Exch gilon arising on Bank bat
held in fic should be added or deducted

from op bat of es c E to reconcile the d
bal of c S CE

e in care of bank F I

following cash flows will be partof op
activity



 















































































































y
loan given to customer

loan repaid by customer
Deposit accepted or repaid
Int read paid
Dividend meld O.A

Paid F A

HDTip

f if income statement and BIS both are given
then

Prepare
a Ledger of all items whore adjustments
are given

b All of items of C A.SC L
c Cashbook

d Tradingis Pic arc

P F T

YI RIS
Dividend is paid out ofRussI

Direct Indirect
I

use only cashbook use PII as
Δ in PFT all



 















































































































toprep CFS toprep CFS

g CFs from BIS HDTip
given in Q a BIS ofCy spy

b Adjustments

Prepare CFS using indirect methods

some Imp points
a N.P Cl bat of PK of batofPIL
if bat of PIL is not given use RSS

b Prepare ledger all ofonly those items
whose related adjustments are given
s Prov for tax
Bif of each w N will be

PIC O.A

IB I A FA
c Those items where ledger are not

prep observe them carefully s
decide reason for diff spost
it accordingly

d Never prep ledger are of any item of
CA SCL



 

















































































































 

















































































































 















































































































5011 PBT 100

Exch diff gain 11

C F F O A
C F F I A 0

CF F FA



 















































































































N C SC E during year
TOP TICE

el.csceatyrend.to
Reconciliation

CSCE as per s o if 4500

unrealised gain
ISIE as per BIS 461

501 PII Credited 2000K 50 8140000

Exch diff 10000 50 9M
50000

while prep CFS

NPBT Xxxxx

E diff 1517
Asper IND AS 7

i Cfs in FII are converted in functional

I



 















































































































f f
Currency using exchange

water on date of
Tuam action

in for reconciliation ofbadof CSCR
with 11 CSCE the E D should be

added to op C SCE

SolvealICAICLQfrom Sm

V013QIBMHMIg
Chapter 29 Ethicalduty of it
chapter 30A.gshnHCgy
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