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Objective of  Ind AS 7 
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• To provide a statement to help investors assess the prospects for future cash flows, 

and to confirm or change their past expectations 

 

• To require the provision of  information about the historical changes in cash and cash 

equivalents of  an entity which classifies cash flows during the period from operating, 

investing and financing activities. 



Scope 
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• An entity shall prepare a statement of  cash flows in accordance with the 

requirements of  this Standard and shall present it as an integral part of  its financial 

statements for each period for which financial statements are presented. 

Cash and Cash Equivalents 
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– Cash equivalents are short-term, highly 
liquid investments that are readily 
convertible to known amounts of  cash 
and which are subject to an insignificant 
risk of  changes in value.  

■ Cash comprises cash on hand and demand 
deposits.  

Can include bank overdrafts if  part of  cash management activities and balance 

fluctuates between positive and negative amounts 



Case Study- Cash & Cash Equivalents 
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Case Study- Cash & Cash Equivalents 
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Presentation of  Cash Flow Statement 
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Operating Activities 

principal revenue-
producing activities of 

the enterprise and 
other activities that are 

not investing or 
financing activities. 

Investing Activities 

acquisition and 
disposal of long-term 

assets and other 
investments not 
included in cash 

equivalents. 

Financing Activities 

activities that result in 
changes in the size 

and composition of the 
contributed equity and 
borrowings of the entity 

Operating Activities 
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 Indicates the extent to which the operations of  the entity have generated sufficient cash flows to 

repay loans, maintain the operating capability of  the entity, etc. 

 

 Operating cash flows: 

 Cash received from customers for the sale of  goods and provision of  services, or on 
account of  royalties, fees, or commissions 

 Cash payments to suppliers for goods and services provided; and to and on behalf  of  
employees for their services 

 Cash received from or paid for financial instruments held specifically for dealing or 
trading purposes 

 



Case Study- Operating Cash Flows 
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Case Study- Operating Cash Flows 
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Direct Method 
Major class of gross receipts and gross 

payments of cash are disclosed 

Indirect Method 

Net Profit/ loss is adjusted for the effects of 
transaction of non-cash nature or income or 

expense associated with Investing or 
Financing cash flows. 

Operating Activities 

Case Study- Methods of  SCF 
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Case Study- Methods of  SCF 
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Case Study- Methods of  SCF 
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Case Study- Methods of  SCF 
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Case Study- Methods of  SCF 
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Investing Activities 

 It represents the extent to which expenditures have been made for resources intended to 

generate future income and cash flows. 

 

 Investing cash flows: 

 Cash payments to acquire and cash receipts from the disposal of  property, plant and 
equipment, intangibles, and other long-term assets, including capitalized development costs 

 Cash payments to acquire and cash receipts from the disposal of  debt and equity 
instruments of  other entities or interests in joint ventures, excluding investments held for 
trading or in cash equivalents  

 Cash advances and loans to other parties and their cash repayments 

 Cash payments for and receipts from futures, forwards, options and swaps unless they are 
held for trading or are classified as financing flows. 

Case Study- Investing Cash Flows 
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Case Study- Investing Cash Flows 
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Financing Activities 

 “Result in changes in the size and composition of  the contributed equity and borrowings of  the 

entity” 

 It helps in predicting claims on future cash flows by providers of  capital to the entity. 

 

 Financing cash flows: 

 Cash proceeds from issuing shares or other equity instruments; 

 Cash payments to owners to acquire or redeem the entity’s shares; 

 Cash proceeds from issuing debentures, loans, notes, bonds, mortgages and other short-
term or long-term borrowings; 

 Cash repayments of  amounts borrowed; and 

 Payment by a lessee for the reduction of  the outstanding liability relating to a lease. 



Case Study- Financing Cash Flows 
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Case Study- Financing Cash Flows 
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Classification of  Interest and dividends 

Particulars Financial Institution Other Entities 

Interest received Operating activities Investing activities 

Interest paid Operating activities Financing activities 

Dividends received Operating activities Investing activities 

Dividends paid Financing activities Financing activities 

Case Study- Interest Received 
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Specific Points: 

 Foreign Currency Transaction 

 The effect of  change in exchange rate in cash and cash equivalents held in foreign currency 

should be reported as separate part of  the reconciliation of  cash and cash equivalents. 

 Unrealized gain and losses arising from changes in foreign exchanges rates are not cash flows. 

 No netting of  inflows and outflows 

 Income tax cash flows – Generally reported as operating cash flows 

 Non-cash transactions – Not included in statement, instead disclosed elsewhere 

 Acquisition/loss of  control of  subsidiary – Classified as Investing cash flow 

 Change in ownership interests in a subsidiary not resulting in loss of  control - Classified 

as Financing cash flow 

Summary- Foreign Currency Cash Flows 
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Case Study- Foreign Currency Cash Flows 
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Case Study- Taxes on Income 
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Case Study- Non Cash Transaction 
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Disclosures: 

 Components of  cash and cash equivalents: 

An entity is required to: 

 disclose the components of  cash and cash equivalents and a reconciliation of  the 

amounts in its statement of  cash flow with Balance sheet items. 

 disclose the policy adopted in determining the composition of  cash and cash equivalents 

as per Ind AS 1, Presentation of  Financial Statements 

 effect of  any change in the policy for determining components of  cash and cash 

equivalents 

 



Case Study- Components of  Cash and Cash 
Equivalents 
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Case Study- Components of  Cash and Cash 
Equivalents 
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Other Disclosures: 

 Other disclosures: 

 Disclose the amount and commentary of  management in respect of  significant cash and cash equivalent balances held 
by the entity that are not available for use by the group. There are various circumstances in which balances of  cash and 
cash equivalent held by an entity are not available for use by the group.  

 Additional information may be relevant to users in understanding the financial position and liquidity of  an entity. 
Disclosure of  this information with a commentary by management is encouraged in the following:- 

 the amount of  undrawn borrowing facilities available for future operating activities or to settle capital commitments, 
indicating any restrictions on the use of  these facilities; 

 the aggregate amount of  cash flows that represent increases in operating capacity separately from those cash flow to 
maintain operating capacity; and 

 Cash flow arising from the operating activities, investing activities & financing activities of  each reportable segment 
(see Ind AS 108, Operating Segments). 

 Disclosure of  cash flows that represent increases in operating capacity and cash flow to maintain operating capacity is 
useful to understand whether it invests adequately in the maintenance of  its operating capacity or is possibly prejudicing 
future profitability for the sake of  current liquidity and distributions to owners. 

 Disclosure of  segmental cash flows enables users to understand the relationship between the cash flows of  the business 
as a whole and those of  its component parts and the availability and variability of  segmental cash flow. 
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Key Differences: 

Particulars Ind AS 7 AS 3 

Bank Overdrafts Included as Cash and Cash 

Equivalents if  they are an 

integral part of  entity’s cash 
management 

Financing activities 

Cash flows from 

extraordinary items 

Not shown Classified as operating, 

financing or investing and 

separately disclosed 

Investing Activities Only expenses that result in 

recognition of  an asset are 

shown in Investment 

No specific guidance 

Presentation More guidance Comparatively less guidance 
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THANK YOU 
 

 

      Presented by : 

           CA (Dr.) Alok  Kumar Garg    

CA, CS, Dip. IFRS (ACCA) UK, CIFRS (ICAI), B.Com (Hons.) 

 


