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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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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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LESTITYTIONS

L 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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LESTITYTIONS

= 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

LESTITYTIONS

|dentify cash flow from operating activity.

Purchased patents 7.
Purchased buildings 8.
Purchased treasury stock 9.
Sold equipment 10.
Net income 11.

Issued preferred stock

Redeemed bonds

Paid cash dividends

Sold long-term investment
Issued common stock
Issued bonds
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Assessment .bb’i‘TfoTlO."l;}‘

|dentify cash flow from investing activity.

o Purchased patents 7.  Redeemed bonds
e Purchased buildings 8.  Paid cash dividends

3.  Purchased treasury stock Sold long-term investment
Sold equipment 10. Issued common stock

5 Net income 11. Issued bonds
6.  Issued preferred stock
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|dentify cash flow from financing activity.

1.  Purchased patents 0 Redeemed bonds

2. Purchased buildings e Paid cash dividends
@ Purchased treasury stock 9.  Sold long-term investment

4.  Sold equipment 10. Issued common stock

5 Net income Issued bonds

Issued preferred stock
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LESTITYTIONS

NONCASH ACTIVITIES I

Arise from investing, financing activities
Examples
= |ssue 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
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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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Rundell, Inc. current accounts used for Operating cash flow under direct method

30.09.2023

Decambar 21 T exs
Accounts 2007 200 Decreaset
azh $OT500 26000 71500
Acoonits recabvabbe (net) 74,000 BE 000 Q000
Irveamnion kes 172,000 180, 000 2000
Aol nts payable {merc hardiss craditors) 43,500 700 32004
Accnied aepen et payable (opar ating saps e 26,500 24 300 2200
Incoms tases payable 7.0 2 A00 L
Cividends payable 14,000 10000 4,000

Continued
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Rundell, Inc. income statement items used for Operating cash flow under direct method

30.09.2023

Furdsll Inc.
Feeoms Skakmsnt
For the Year Ended December 21, 2007

Salkes $1. 120, 0
ot of marchandis sokd P L
o oes prol it 0 0
Ciparating Sapssn s

e seclatbor soup e § 7000

Ot el Oparating sepe s 155, ()

Total operating eapsenses 303, ()
Ireccs e o m o peer artd on s $1E7.000
Criser |nom mes:

Gain on Sals of lard 12,000
Crifser aepansa:

Interast G peos & e 4, e
Ireco e Esefom Inooms tax ¥ 199,00
Irecce e o @opsan se S3, )
o= L T ¥ 1
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30.09.2023
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DIRECT METHOD:

Cash Received from Customers I
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LESTITYTIONS

Sales adjusted for change accounts receivable
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DIRECT METHOD: .;vsrfruno.;vs

Cash Paid for Inventory I

Cost of inventory adjusted for changes in inventory & accounts payable
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DIRECT METHOD: .;vsrfruno.;vs

Cash Paid for Operating Expenses I

Operating expenses adjusted for changes in accrued expenses

Cash paymants
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DIRECT METHOD:
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LESTITYTIONS

Cash Paid for Income Tax I

Income tax expense adjusted for changes in taxes payable
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Cash flowes from op=srating activities:

Cash recsived from customears $1.177 Ol
Ce=diact: CTash payrmeants for meaerchamnd is= FTES 200
Cash paymertts for op==ratimng
SN NSES 19z SO0
Cash paymerts for interest = D0
Cash paymertts for inocomes taxes 2= D00 1,07, S

Fl=t ca=h flows from opsrating acthvities b S ]
Cash flowes from investing activwities:

Ca=sh from sale of lamnd : T2 e

Le==: TCash paid to purchase land 5 150D

Cash paid for purchas= of uilding =0, OO F 5 e

Flet cash flow us=d for investing acthrities (3 Oy
Cash flowes from fimamcing activities:

CTash received from sale of commoan stock ¥ S e

Le==: TCash paid to retire bonds pavalkl= T SO demO

Cash paid for diwidends 24 a0 o ]

Flet cash flow us=d for fimancing acth-ities L2650
Imncreass in cash 5 FT1_.500
Cash at the begimning of the year 265 000
Cash at the =smd of the year ¥ a7 500
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Summary

Cash Flow Statement

30.09.2023 Ms.S.Swarnam AP / MBA — Financial Statement Analysis



-y

ol

=

QLGOS

References...

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

https://courses.lumenlearning.com/boundless-accounting/chapter/the-
statement-of-cash-flows/
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