Elements of cash flow statements

Lines in the Cash flow statement show either inflows ( + ) or outflows ( - ) of cash in the financial year
The first element is:

Cash flows from operating activities
   Amount

Starts with Cash generated from operations (see page 2)
either + or ( -)

Deduct where applicable

  Interest paid (amount shown as outstanding for last year plus any shown as
  ( - )

                         paid in this years P&L)

  Tax paid (amount shown as declared for last year plus any shown as paid

                   in this years P&L)
    -

This gives a total for

Net cash from operating activities
either + or ( -)

next comes:

Cash flows from investing activities

Include where applicable                    
 Amount

Purchases of non-current assets
( - )
Proceeds from disposal of non current assets
  +
interest or dividends received
  + 
This gives a total for

Net cash used in investing activities                                                                                    either + or ( -)

Finally:

Cash flows from financing activities

Include where applicable

Income from debentures or other long term loans
+

Income from issue of shares for cash (but not from rights issues)
+

Dividends paid (as declared for last year+ any interims paid for this year)                   ( - )

Redemption (re-purchase) of ordinary or preference shares                                        ( - )

Repayment of debentures or other long term loans
 ( - )

This gives a total for

Net cash used in financing activities
either + or ( -)
The sum of these three calculations gives:

Net change in cash and cash equivalents
either ÷ or ( -)

to test whether this calculation is correct, it should equal the difference between the

figures for Cash and Cash equivalents in the two balance sheets

If you then add


Cash and cash equivalents brought forward 
either + or ( -)
(last year’s cash and bank balances)
____________

The result is:
either + or ( -)

Cash and cash equivalents carried forward(this year’s cash and bank balances)                                                      
Reconciliation of Operating profits to cash generated
This should be show as a note, located either below the Statement proper or on a separate page. The ‘Cash generated from operations’ figure which results is then used in the Statement proper.

start with:

Profit from operations (before tax and interest)

Add -where applicable (inflows)

Depreciation -

  (Although charged against profits, no cash leaves the business)
+

 Loss on the disposal of non - current assets
+

By comparing the financial statements for this year with those for the previous year;

Add (where applicable)

  Reductions in: Inventory (Stock)
+

              Receivables (debtors)
+

              Prepayments
+

  Increases in

Payables (Creditors)
+


Accruals

+

Deduct where applicable (oufflows)

Profit on the disposal of non - current assets
(-)

Increases in:  Inventory (Stock)
(-)

                       Receivables (debtors)
(-)

                       Prepayments
(-)

Reductions in Payables (Creditors)
(-)

                      Accruals       
(-)

The sum of these calculations gives
Cash Generated from Operations

This is the figure which is carried forward to start the Cash flow statement proper
either + or ( -)

