


Purpose
To provide information about the historical changes 
in cash and cash equivalents of an enterprise by 
means of a cash flow statement. 

Classification of cash flows into operating, investing 
and financing activities.



Applicab ility
Enterprises whose equity or debt securities are listed on a 
recognised stock exchange in India.

Enterprises that are in the process of issuing equity or 
debt securities that will be listed on a recognised stock 
exchange in India as evidenced by the board of directors  ’
resolution in this regard.

Enterprises, whose turnover for the accounting period 
exceeds Rs. 50 crores.



Applicab ility
Banks including co-operative banks

Financial institutions

Insurance Companies

Enterprises having borrowings, including public deposits, 
in excess of Rs.10 crore at any time during the accounting 
period



Why Cash Flow?

It exhibits the flow of incoming and outgoing cash

It shows the ability of an enterprise to Generate and 
Utilize cash

It is a tool for assessing the liquidity of an enterprise 



Definitions



Flow of Cash



Identifying  the  type  of Cash 
Flow
S.No Activities Financial 

Enterprises
Non-financial 
Enterprises

1 Interest on Loans and Advances Operating Cash 
Flow

Investing Cash 
Flow

2 Loans and advances given to
subsidiaries

Investing cash flow Investing cash flow

3 Loans and advances given to
employees

Operating Cash 
Flow

Operating Cash 
Flow

4 Interest earned on advance 
payments to suppliers

Operating Cash 
Flow

Operating Cash 
Flow



Identifying  the  type  of Cash 
Flow
S.No Activities Financial 

Enterprises
Non-financial 
Enterprises

5 Loans and advances taken and 
interest
paid

Operating cash flow Financial cash flow

6 Loans and advances from 
subsidiaries
and interest paid

Investing cash flow Investing cash flow

7 Interest paid to suppliers Operating cash flow Operating cash flow

8 Dividend paid Financial cash flow Financial cash flow



Identifying  the  type  of Cash 
Flow
S.No Activities Financial 

Enterprises
Non-financial 
Enterprises

9 Investments made and dividend 
earned
on them

Operating cash flow Investing cash flow

10 Investment in subsidiaries and
dividend earned

Investing cash flow Investing cash flow

11 Tax paid on Operation income Operating cash flow Operating cash flow



Reporting  Cash Flow on Net 
Basis

Accounting Standard forbids netting of receipts and 
payments from investing or financing activities



Reporting  Cash Flow on Net 
Basis

When the cash flows reflect the activities of the customer 
rather than those of the enterprise

Where the turnover is quick, the amounts are large, and 
the maturities are short



Reporting  Cash Flow on Net 
Basis

Cash receipts and payments for the acceptance and 
repayment of deposits with a fixed maturity date

  The placement of deposits with and withdrawal of 
deposits from other financial enterprises; and

  Cash advances and loans made to customers and the 
repayment of those advances and loans



Effect of Foreign Exchange
Changes in foreign exchange rates are not Cash 
Flows

Cash or Cash equivalents held in foreign currency should 
be reported as separate part of the reconciliation 



Non-cash Transactions

Excluded from Cash Flows



IAS-7 Vs AS-3
IAS-7  give flexibility in regards to interest paid, interest 
and dividend received can be classified either under 
operating activities or investing activities to entities whose 
principle activities is not financing. As per AS-3  Interest 
and dividend received to be disclosed under investing 
activities only and interest paid under financing activities 
only



IAS-7 Vs AS-3
Cash flow statement is applicable to all entities, where as 
under AS-3  exemptions given for Small and Medium size 
enterprises

Bank Overdrafts that are repayable on demand to be 
treated as part of Cash and Cash equivalents under IAS-7, 
AS-3 is silent about the same 

IAS-7  does not require disclosure of extraordinary items 
whereas AS-3 requires so



Satyam s Cash Flow’
2003-04 2004-0

5
2005-06 2006-07 2007-08

Net Profit Before  Tax 567.82 767.12 1332.76 1573.23 1941.86

Net Cash From 
Operating  Activities

434.67 643.96 785.61 1029.83 1412.92

Net Cash (used in)/from
Investing  Activities

-240.28 -341.18 -53.85 -1678.58 -641.22

Net Cash (used in)/from 
Financing  Activities

-94.17 -103.57 -43.94 34.10 -227.79

Net (decrease)/increase  
In Cash and Cash 
Equivalents

82.10 193.90 689.02 -605.42 501.86

Opening  Cash &  Cash 
Equivalents

291.81 373.90 567.81 1256.83 651.41

Closing  Cash &  Cash 
Equivalents

373.90 567.81 1256.83 651.41 1153.27




	Cash Flow Statement
	Purpose
	Applicability
	Folie 4
	Why Cash Flow?
	Definitions
	Flow of Cash
	Identifying the type of Cash Flow
	Folie 9
	Folie 10
	Reporting Cash Flow on Net Basis
	Folie 12
	Folie 13
	Effect of Foreign Exchange
	Non-cash Transactions
	IAS-7 Vs AS-3
	Folie 17
	Satyam’s Cash Flow
	Thank You

