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Module B : Chapter 16
Cash Flow Statements

m»W""W-°°“rses-edutap-c0-i"IE hello@edutap.co.in (&) +91 8146207241



Introduction

Provides
necessary
liquidity

Helps run
daily
operations

Profit is
not same
as cash
generation
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Information about the Cash Flow of an enterprise
is useful in providing users of financial statements
a basis to assess the ability of the enterprise to
generate cash and cash equivalents.

Cash flow statement shows sources and uses of
cash and cash equivalents of an enterprise over a
period of time from various activities.

* Operating Activities
* Investing Activities
* Financing Activities
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Components of Cash Flow aKEduTap

Operating Investing Financing
Activities Activities Activities

Acquisition and
Primary revenue disposal of long-term
generating activities assets and other Relate to long-term
investments funds or capital of an
enterprise, e.g., cash
proceeds from issue
Represent the of equity shares,
expenditures made to debentures, etc.
generate future
income and cash flows

Indicates the internal
solvency level of the
company
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Cash Inflows

Proceeds from sale of goods
and services to customers

Components of Cash Flow

Cash Outflows

Receipt from royalties,
fees, commission and
other revenues

Sale of property, plant,
equipment, long-term
investments

Payment of employee
benefit expenses

Purchase of inventory
from suppliers

Payment of operating
EXPENSES

Receipt from Interest
and dividends

Investing
Activities

Paymetn of Taxes

Purchase of property.
plant, equipment and
non-current investments

Proceeds from issue of
preference or equity shares

Proceeds from Issuance of
Debts/Bonds

Procurement of loans

Financing
Activities

Redemption of preference
shares, buy back of
own equity shares

Redemption of debentures
and payment of the
long-term debts

Payment of dividends
and interest
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