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Illustration 6 

Ryan Ltd provides you the following information at the year-end, March 31, 20X1: 

 ` ` 

Sales  6,98,000 

Cost of Goods Sold  (5,20,000) 

  1,78,000 

Operating Expenses   

(including Depreciation Expense of ` 37,000)  (1,47,000) 

  31,000 

Other Income / (Expenses):   

Interest Expense paid (23,000)  

Interest Income received 6,000  

Gain on Sale of Investments 12,000  

Loss on Sale of Plant (3,000)  

   (8,000) 

  23,000 

Income tax   (7,000) 

  16,000 

Information available:  

 31st March 

20X1 

31st March 

20X0 

 ` ` 

Plant  7,15,000 5,05,000 

Less: Accumulated Depreciation (1,03,000) (68,000) 

 6,12,000 4,37,000 
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Illustrations : Cash flow statement f . t .p . 31.3.21
1st

Particulars Amount Amount

1) Cash flow from Operating Activity
Net Profit after tax 16000

add: Tax expense/provision 7000
Net Profit before tax 23000

&

add : extraordinary expenses *

less : extraordinary incomes X

Net Profit before tax and extraordinary items 23000
S

add : Non-operating expenses
Loss on Sale ofPlant 3008

Interest Expense 23000

less : Non- operating incomes
Gain on sale of Investment (2000)

T

Interest Income (6000)
add: operating non-cash items

>

Depreciation 37000
↑

Operating profit before workingCapital changes 68000

less : increase in inventory (34
,
000)

add : decrease in trade receivables 8000

add : decrease in prepaid expenses 400add : increase in Nade payables
add: increase in outstanding viability 3000
Cash flow from operations 57000

2

less : Income Tax paid 19000)

Cash flow from operating activities 47000 47000
↑ 2

#t) Cash from From Investing Activities
Interest Income received 6000

Purchased Investments (78000)
O

Proceeds from sale of investments 102000

Purchase of plant (20000)
Proceeds from sale of plant 5000

Cash used in investing activities (85000) (85000)



15%
#II) Cash flow from financing Activities

Interest Expense paid (23000)
Bonds repaid (50000)

&

Proceeds from issue of share capital 150000

Dividend paid (2000)
cash frow from financing activities 69000 69000

&

Cash generated during the year 31000

opening Cash and Cash Equivalents 15000

closing Cash and Cash Equivalents 46000

working Notes : - Income Tax all Depreciation all
op.bal. Soo Opbal . 68000

To
,

Plant 2008

To
,
cash/baus 9000

Ibal) By , P2L 7000 By, POL 37
,

000

Urbal - 3000

Global . 103000
-

Plant all Investments all

op-bal. 505000 By . Cash/baul 5000 opbal . 127000 By.Cash/Baul 1020001 - -

To
,
cash/bank 120000 By , PCL 3000 To

,
cash/bank 78000

-

To
,
Bonds 100000 By, A.D. 2000 To

,
PCL 12000

&
-

U-bal- 715000 Global- 115000
- -

share capitalal Bonds

Op-bal , 315000 Op -bal 245000
-

To
,cash/bank 50000 By,plant 100000

By, back 150000
& 1

-

Urbalo 465000
Cobal 295000

-
-
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Investments (Long term) 1,15,000 1,27,000 

Inventory 1,44,000 1,10,000 

Trade receivables 47,000 55,000 

Cash 46,000 15,000 

Prepaid expenses     1,000     5,000 

Share Capital 4,65,000 3,15,000 

Reserves and surplus 1,40,000 1,32,000 

Bonds 2,95,000 2,45,000 

Trade payables 50,000 43,000 

Outstanding liabilities 12,000 9,000 

Income taxes payable     3,000     5,000 

Analysis of selected accounts and transactions during 20X0-X1 

1. Purchased investments for ` 78,000. 

2. Sold investments for ` 1,02,000. These investments cost ` 90,000. 

3. Purchased plant assets for ` 1,20,000. 

4. Sold plant assets that cost `10,000 with accumulated depreciation of ` 2,000 
for ` 5,000. 

5. Issued ` 1,00,000 of bonds at face value in an exchange for plant assets on  
31st March, 20X1. 

6. Repaid ` 50,000 of bonds at face value at maturity. 

7. Issued 15,000 shares of ` 10 each. 

8. Paid cash dividends ` 8,000. 

Prepare Cash Flow Statement as per AS-3 (Revised), using indirect method. 
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Illustration 7 

The balance sheets of Sun Ltd. as at 31st March 20X1 and 20X0 were as: 

Particulars Notes 20X1 

` 

20X0 

` 

Equity and Liabilities    

1 Shareholder’s funds    

 (a) Share capital 1 60,000 50,000 

 (b) Reserve & surplus 2 5,000 4,000 

2 Current liabilities    

 (a) Trade Payables  4,000 2,500 

 (b) Other current liabilities 3 - 1,000 

 (c) Short term provision (provision for tax)  1,500 1,000 

  Total  70,500 58,500 

Assets    

1 Non-current assets    

 (a) Property, Plant & Equipment 4 39,500 29,000 

2 Current assets    

 (a) Current investments   2,000 1,000 

 (b) Inventories  17,000 14,000 

 (c) Trade receivables  8,000 6,000 

 (d) Cash & cash equivalents 5 4,000 8,500 

    70,500 58,500 
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Notes to accounts 

  20X1 

` 

20X0 

` 

1 

 

2 

 

3 

 

4 

 

 

 

 

5 

Share Capital 

Equity Shares of `10 each 

Reserve & surplus 

Profit and Loss Account 

Other current liabilities 

Dividend Payable 

Property, plant and equipment (at WDV) 

Building 

Fixtures 

Vehicles 

Total 

Cash and cash equivalents 

Cash and Bank 

 

 

60,000 

 

  5,000 

 

        - 

 

10,000 

17,000 

  12,500 

39,500 

 

4,000 

 

 

50,000 

 

   4,000 

 

  1,000 

 

10,000 

11,000 

    8,000 

29,000 

 

8,500 

 

The profit and loss statement for the year ended 31st March, 20X1 disclosed: 

Particulars ` 

Profit before tax 4,500 

Tax expense: Current tax (1,500) 

Profit for the year 3,000 

Declared dividend (2,000) 

Retained Profit 1,000 
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15tIllustration 7:. Cash flow statement f ty . e-31-3.21
Particulars Amount Amount

1) Cash flow from Operating Activity
Net Profit after tax 3000

add: Tax expense/provision 1500

Net Profit before tax 4500
add : extraordinary expenses X

less : extraordinary incomes X

Net Profit before tax and extraordinary items 4500

add : Non-operating expenses *

less : Non-operating incomes

Profit on sale of vehicle (700)

add: operating non-cash items

Depreciation 3588

Operating profit before working Capital changes 7300

add : Increase in Trade Payables 1500

less : Increase in Inventory (3000)
less : Increase in Trade Receivables 2000)

Cash flow from operations 3800

less : Income Tax paid (1000)

Cash flow from operating activities 2800 2800

#) Cash frow from Inventing Activity
Purchase of current Investment (000)
Proceeds from sale of vehicle 1700

fixtures purchased G00d
Vehicles purchased (8000)

Cash used in investing activities (4300) (14300)
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#ll) cash frow from financing activity
Issue of share Capital 10000

Dividend paid (3000)

Cash flow from financing activities 7000 7000

Cash generated during the year (4500)

Opening Cash I Cash Equivalents 8500

Losing Cash I cash Equivalents 4000

Dividend all Tax als

Op . bal- 1000 opbal - 1000

Tocash/baul 3000 By , PeL 2000 To
,casulbaul 1000 By , PEL 1500

(bali) (bal .)

Cobal O

Global 1500

fixtures als Vehicles all

Opbal . 11000 By, depreciation 1000 opbal 8000 By ,depreciation 2500

Tocash/bauk 7000 To
,
P&L 700 ByCash/back 1700

(bal .) NOIG

Tocash/back 8008
Urbal . 17000 (bal:) U -bal 12500

Appropriations : Net Profit after tax

10 PCL : Retained = 1000

2. Transfer to Reserves = O

3. Proposed Dividend = 2000

NPAT 3000
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Further information is available: 

 Fixtures Vehicles 

 ` ` 

Depreciation for the year 1,000 2,500 

Disposals:   

Proceeds on disposal of vehicles — 1,700 

Written down value — (1,000) 

Profit on disposal  700 

Prepare a Cash Flow Statement for the year ended 31st March, 20X1. 

Solution 

Sun Ltd. 
Cash Flow Statement 

for the year ended 31st March, 20X1 

 `  ` 

Cash flows from operating activities   

Net Profit before taxation 4,500  

Adjustments for:   

Depreciation 3,500  

Profit on sale of vehicles (1,700 – 1,000) (700)  

Operating profit before working capital changes 7,300  

Increase in Trade receivables (2,000)  

Increase in inventories (3,000)  

Increase in Trade payables 1,500  

Cash generated from operations 3,800  

Income taxes paid (W.N.1) (1,000)  

Net cash generated from operating activities  2,800 

© The Institute of Chartered Accountants of India 
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Illustration 8 

Ms. Jyoti of Star Oils Limited has collected the following information for the 
preparation of cash flow statement for the year ended 31st March, 20X1: 

 (` in lakhs) 

Net Profit 25,000 

Dividend paid 8,535 

Provision for Income tax 5,000 

Income tax paid during the year 4,248 

Loss on sale of assets (net) 40 

Book value of the assets sold 185 

Depreciation charged to the Statement of Profit and Loss 20,000 

Profit on sale of Investments 100 

Carrying amount of Investment sold 27,765 

Interest income received on investments 2,506 

Interest expenses of the year 10,000 

Interest paid during the year 10,520 

Increase in Working Capital (excluding Cash & Bank Balance) 56,081 

Purchase of Fixed assets 14,560 

Investment in joint venture 3,850 

Expenditure on construction work in progress 34,740 

Proceeds from calls in arrear 2 

Receipt of grant for capital projects 12 

Proceeds from long-term borrowings 25,980 

Proceeds from short-term borrowings 20,575 

Opening cash and bank balance 5,003 

Closing cash and bank balance 6,988 

Prepare the Cash Flow Statement for the year ended 31 March 20X1 in accordance 
with AS 3. (Make necessary assumptions) 
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Inustration 8 : - Cash From statement f. t -y. e : 31. 3 .21
156

Particulars Amount Amount

I) Cash flow fromOperating Activity
Net Profit after tax 25000

add: Tax expense/provision so

Net Profit before tax 30000
add : extraordinary expenses -

less : extraordinary incomes -

Net Profit before tax and extraordinary items 30000
&

add : Non-operating expenses
Loss on sale of assets 40
Interest Expense 10000

-

-
less : Non-operating incomes

Profit on sale of investments (100)
Interest Income (2506)

add: operating non-cash items

Depreciation 20000
↑

Operating profit before workingCapital changes 57434
↑

Increase in Working Capital (56
,

081)

Cash flow from operations 1353

less : Income Tax paid (4248)

Cash flow from operating activities (2895) (2895)

#t) Cash from From Investing Activities

Proceeds from sale of assets 145

Proceeds from sale of investments 27865

Interest Income Received 2506

Purchase of fixed Assets (14560)
Investment in Joint Venture 13850)
Expenditure on Construction Wip ↳34740)

Cash used in Investing Activities (22634) (22634)
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#) Cash from from financing activities
Dividend paid (253st
Interest paid (10

.

520

Proceeds from calls in awears !
⑭ Receipt of grant for capital projects 12

Proceeds from Long Term Borrowing 25980

Proceeds fromShort Term Borrowing 20575
&

Cash flow from financing activities 27514 2754
& 1

Cash generated during the year 1985

Opening cash and cash equivalents 5003

nosing cash and cash equivalents 6988
*

①Intheexamshow itasinvestigativities asA
in it latest materialsis

Increase in Working Capital : 56.081.

ch i
↓ ↓ ↓

opbal- Urbal Op-bal urbal

100000 200000 40000 50008
- -

- -
(n) = 10000

inferti⑭10000
, Difference : Increase inN

= 90000

(oufow) (f)
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Solution 
Star Oils Limited 

Cash Flow Statement 
for the year ended 31st March, 20X1 

  (` in lakhs) 

Cash flows from operating activities   

Net profit before taxation (25,000 + 5,000) 30,000  

Adjustments for :   

Depreciation 20,000  

Loss on sale of assets (Net) 40  

Profit on sale of investments (100)  

Interest income on investments (2,506)  

Interest expenses 10,000  

Operating profit before working capital changes 57,434  

Changes in working capital (Excluding cash and bank 
balance) 

(56,081)  

Cash generated from operations 1,353  

Income taxes paid (4,248)  

Net cash used in operating activities  (2,895) 

Cash flows from investing activities   

Sale of assets (W.N.1) 145  

Sale of investments (27,765 + 100) 27,865  

Receipt of grant for capital projects 

Interest income on investments 

12 

2,506 

 

Purchase of fixed assets (14,560)  

Investment in joint venture (3,850)  

Expenditure on construction work-in progress (34,740)  

Net cash used in investing activities  (22,622) 
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Cash flows from financing activities   
Redemption of debentures (22-15) (7)  
Interest paid (1.5)  
Dividend paid (11.7)  
Net cash used in financing activities  (20.2) 

Net increase in cash  12.2 
Cash at beginning of the period  6.0 

Cash at end of the period  18.2 

Significant non-cash items: 

(a) Debenture-KROGHUV� UHFHLYHG� HTXLW\� VKDUHV� RI� ಶ� ��� FURUHV� RQ� UHGHPSWLRQ� RI�
the debentures. 

(b) 3ODQW� KDYLQJ� ERRN� YDOXH� RI� ಶ� ��� FURUHV� ZDV� JLYHQ� LQ� H[FKDQJH� RI� DQ� DVVHW�
FRVWLQJ�ಶ����FURUHV��7KH�VDLG�SODQW�ZDV� WUDQVIHUUHG�DW�D�YDOXH�RI�ಶ����FURUHV�
RQO\��DQG�ಶ����FURUHV�ZDV�SDLG�IRU�WKH�EDODQFH�GXHV�WRZDUGV�WKH�SODQW� 

Illustration 12 

From the following information of Mr. Zen, prepare a Cash flow statement as per 
AS-3 for the year ended 31.3.20X1: 

Ledger balances of Mr. Zen as of 20X0 and 20X1 

 As on 1.4.20X0 As on 1.4.20X1 
 ` ` 

Zen’s Capital A/c 10,00,000 12,24,000 
Trade payables 3,20,000 3,52,000 
Mrs. Zen’s loan 2,00,000 -- 
Loan from Bank 3,20,000 4,00,000 
Land 6,00,000 8,80,000 
Plant and Machinery (net block) 6,40,000 4,40,000 
Inventories 2,80,000 2,00,000 
Trade receivables 2,40,000 4,00,000 

Cash     80,000     56,000 
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1) Cash flow from Operating Activity
Net Profit after tax 360000

add: Tax expense/provision X

Net Profit before tax 360000

add : extraordinary expenses y

less : extraordinary incomes X

Net Profit before tax and extraordinary items 360000
-

add : Non-operating expenses
Loss on sale of PCM 16000

T

less : Non-operating incomes

add: Operating non-cash items

Depreciation 144000
-

Operating profit before working Capital changes 520000
--

add : Increase in Trade payables
32000

-

add : decrease in inventory 80000

less : increase in Trade receivables (60000)

Cash flow from operations 12000

less : Income Tax paid X

Cash flow from operating activities 472000 472000
-

#) Cash flow from Investing Activity
Purchase of land (280000)

Proceeds from sale of PCM 40000
S

cash used in investing activities (240.000) (200
.

000)
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# Cash flow from financing Activity

Mrs.zen loan repaid (200000)
loan from back 80000

Mr. Zen's drawings (36000)
-

cash used in financing activities (250
,
000) (2,50,000)

Cash generated during the year (24000
S

opening cash and cash equivalents 80000

closing cash and cash equivalents 56000

zen's Capital al Plant &Machine all

Op-bal. 1000000 opbal 840000 By , cash/bank 40000
- & - &

By . POL 16000

To
,cash/baul 136,000 By , PCL 360

,

000 By . A .D . 24000
(bal .)

-

U-bal . 760000
-

Urbal - 1224000
-

Depreciation all

To POM 24000 Op - Dal. 200000
-

By. PCL 144000
(bal-(

↑

C-bal 320008
& -

C - D = 640000 C - D = 440000
- -

2 - 200000 I 640000 c = 3
,

20000 = 440000
- - r

C = 840000 C =760000
- 1-

* If accumulated depreciation is separately given in the question, then
Plant & Machinery will be recorded at cost and not the net block-
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Additional information: 

A machine costing ` 80,000 (accumulated depreciation there on `24,000) was sold 
for ` 40,000. The provision for depreciation on 1.4.20X0 was ` 2,00,000 and 
31.3.20X1 was ` 3,20,000. The net profit for the year ended on 31.3.20X1 was 
` 3,60,000.  

Solution 

Cash Flow Statement of Mr. Zen as per AS 3 
for the year ended 31.3.20X1 

 ` 

(i) Cash flow from operating activities   

 Net Profit (given)  3,60,000 

 Adjustments for   

 Depreciation on Plant & Machinery (W.N.2) 1,44,000  

 Loss on Sale of Machinery (W.N.1)    16,000  1,60,000 

 Operating Profit before working capital 
 changes 

 5,20,000 

 Decrease in inventories 80,000  

 Increase in trade receivables (1,60,000)  

 Increase in trade payables     32,000 (48,000) 

 Net cash generated from operating activities  4,72,000 

(ii) Cash flow from investing activities   

 Sale of Machinery (W.N.1) 40,000  

 Purchase of Land (8,80,000 – 6,00,000) (2,80,000)  

 Net cash used in investing activities  (2,40,000) 
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