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CASH FLOW STATEMENT

▪ 3 sections reporting cash flows from different 

activities

▫ Cash flows from operating activities

▫ Cash flows from investing activities

▫ Cash flows from financing activities
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CASH FLOWS: Operating Activities

▪ Most important cash flows of a business

▪ 2 methods 
▫ Direct method

▫ Reports operating cash flows as sources, uses of 
cash

▫ Indirect method
▫ Reports operating cash by adjusting accrual net 

income to cash flows
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CASH FLOWS: Investing Activities

▪ Cash inflows from investing activities arise from

▫ Selling fixed assets, investments, intangible assets

▪ Cash outflows from investing activities arise from

▫ Buying fixed assets, investments, intangible assets
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CASH FLOWS: Financing Activities

▪ Cash inflows from financing activities arise from

▫ Issuing debt, equity securities

▪ Cash outflows from financing activities arise from

▫ (Re)Paying dividends, debt, purchasing treasury 

stock
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Assessment

Identify cash flow from operating activity.

1. Purchased patents

2. Purchased buildings

3. Purchased treasury stock

4. Sold equipment

5. Net income

6. Issued preferred stock

7. Redeemed bonds

8. Paid cash dividends

9. Sold long-term investment

10. Issued common stock

11. Issued bonds
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Assessment

Identify cash flow from investing activity.

1. Purchased patents

2. Purchased buildings

3. Purchased treasury stock

4. Sold equipment

5. Net income

6. Issued preferred stock

7. Redeemed bonds

8. Paid cash dividends

9. Sold long-term investment

10. Issued common stock

11. Issued bonds
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Assessment

Identify cash flow from financing activity.

1. Purchased patents

2. Purchased buildings

3. Purchased treasury stock

4. Sold equipment

5. Net income

6. Issued preferred stock

7. Redeemed bonds

8. Paid cash dividends

9. Sold long-term investment

10. Issued common stock

11. Issued bonds
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NONCASH ACTIVITIES

▪ Arise from investing, financing activities

▫ Examples

▫ Issue stock to retire long-term debt

▫ Issue stock, debt in exchange for fixed asset

▫ Has no direct effect on cash flows

▫ Disclosed in separate schedule

30.09.2023                                Ms.S.Swarnam AP / MBA – Financial Statement Analysis                         10/22



CASH FLOWS: Direct Method

▪ Direct method

▫ Reports operating cash flows as sources, uses of cash

▫ Adjusts certain income statement items for changes in 

current assets, liabilities
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12

Continued

Rundell, Inc. current accounts used for Operating cash flow under direct method
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Rundell, Inc. income statement items used for Operating cash flow under direct method
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DIRECT METHOD:
Cash Received from Customers

Sales adjusted for change accounts receivable
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DIRECT METHOD:
Cash Paid for Inventory

Cost of inventory adjusted for changes in inventory & accounts payable
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DIRECT METHOD:
Cash Paid for Operating Expenses

Operating expenses adjusted for changes in accrued expenses
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DIRECT METHOD:
Cash Paid for Income Tax

Income tax expense adjusted for changes in taxes payable
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Summary

Cash Flow Statement
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▪ https://www.accountingcoach.com/cash-flow-statement/explanation

▪ https://courses.lumenlearning.com/boundless-accounting/chapter/the-

statement-of-cash-flows/

https://www.accountingcoach.com/cash-flow-statement/explanation
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