FRS 102 Section 7   :   STATEMENT OF CASHFLOWS
 THE DEFINITION OF "CASH"
" Cash consists of cash in hand and demand deposits. Cash equivalents are short term , highly liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value”

Classification of Cash flows
The standard classification of cash flows is into 3 categories:

--    operating activities


--    investing activities

--    financing activities

The individual cash flows included in each of the standard headings will be as follows:
(1)    Operating Activities
●
a reconciliation of the operating profit to the net cashflow from operating activities


●
tax paid

●
interest paid

(2)    Investing Activities
●
payments to acquire fixed assets

●
proceeds from sale of fixed assets

●
interest received

●
dividends recieved

●
dividends received from an associate (group cashflow only)

●
payment to acquire shares in a subsidiary (group cashflow only)

●
proceeds from sale of shares in a subsidiary (group cashflow only)

(3)    Financing

 ●
proceeds from issuing shares

 ●
proceeds from issuing debentures , loans or other long / short term borrowings

●
dividends paid

●
dividends paid to minority shareholders (group cashflow only)


 ●
payments to repurchase or redeem the entity's shares


 ●
repayments of amounts borrowed


 ●
the capital element of finance lease rental payments

THE DIRECT AND INDIRECT METHODS
FRS 102 allows two possible layouts to arrive at the figure for net cashflow from operating activities:
(a)
the indirect method   --   where the figure is arrived at using the reconciliation of 




       operating profit to net cashflow from operating activities

(b)
the direct method where the following layout is used :









 £

Operating activities


Cash received from customers


 X


Cash payments to suppliers



(X)


Cash paid to and on behalf of employees

(X)


Other cash payments



(X)

Net cashflow from operating activities


XX

N.B.
If the direct method is used the reconciliation of operating profit to net cashflow from operating activities must still be shown

