
 

Statement of Cash Flows 
 

 
Topics to be discussed 
 Objectives of statement of cash flow 
 Cash and cash equivalents 
 Basic approach 
 Classifications 
  Operating activities 
  Financing activities 
  Investing activities 
 Schedule of noncash financing and investing activities 
 
Objectives of Statement of Cash Flow 
 FASB Statement of Accounting Concepts #1 - Objectives 
 Purpose 
 E provide information about cash receipts and cash payments 
 E disclose information about financing and investing activities 
 E help users make assessments 
 u ability to generate future net cash flows 
  u ability to meet obligations and pay dividends 
  u reasons for differences between income and associated cash receipts and 

payments 
  u both cash and noncash aspects of entity’s investing and financing activities 
 
Cash and Cash Equivalents 
 Cash and cash equivalents include short-term, highly liquid investments that are 
 E readily convertible to known amounts of cash and 
 E are so near their maturity (three months or less) that they present negligible 

risk of changes in value 
 E examples 
  u treasury bills, commercial paper, money market funds 
 
Basic Approach 
 Assets = Liabilities + Stockholders’ Equity 
 Cash + Noncash Assets = Liabilities + Paid-in Capital + Retained Income 
 Cash = Liabilities + Paid-in Capital + Retained Income - Noncash Assets 
 
 Any change in cash must be accompanied by a change in one or more items on the 

right side to keep the equation in order to balance 
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Classifications 
 Operating Activities 
 Financing Activities 
 Investing Activities 
 

CLASSIFICATION 
 

OPERATING ACTIVITIES 
 
CASH INFLOWS CASH OUTFLOWS 
u RECEIPTS FROM SALE OF u PAYMENTS FOR INVENTORY 
  GOODS OR SERVICES u PAYMENTS TO EMPLOYEES 
u RETURNS ON LOANS u PAYMENT OF TAXES 
  (INTEREST) u PAYMENTS TO SUPPLIERS FOR 
u RETURNS ON EQUITY SECUR-   OTHER EXPENSES 
  ITIES (DIVIDENDS) u PAYMENTS OF INTEREST 
 
 

INVESTING ACTIVITIES 
 

CASH INFLOWS CASH OUTFLOWS 
u PRINCIPAL COLLECTIONS u LOANS MADE 
  FROM LOANS 
u SALE OF LOANS MADE BY u PURCHASE OF LONG-TERM 
  THE ENTITY   DEBT OR EQUITY SECURITIES 
u SALE OF LONG-TERM DEBT u PURCHASE OF PROPERTY, 
  OR EQUITY SECURITIES   PLANT, AND EQUIPMENT 
u SALE OF PROPERTY, PLANT, u PURCHASE OF A BUSINESS 
  AND EQUIPMENT u PURCHASE LOANS FROM 
u SALE OF A BUSINESS UNIT   ANOTHER ENTITY 
 
 

FINANCING ACTIVITIES 
 

CASH INFLOWS CASH OUTFLOWS 
u PROCEEDS FROM ISSUING u PAYMENT OF DIVIDENDS  
  STOCK u REPURCHASE OF ENTITY’S 
u PROCEEDS FROM ISSUING    OWN STOCK 
  DEBT (SHORT-TERM OR u REPAYMENT OF DEBT 
  LONG-TERM)   PRINCIPAL (SHORT-TERM 
     OR LONG-TERM) 
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COMPANY X 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31, 20x1 
 
NET CASH FLOW FROM OPERATING ACTIVITIES: 
 
 
 
 
NET CASH FLOW FROM OPERATING ACTIVITIES  XX 
 
CASH FLOWS FROM INVESTING ACTIVITIES 
 INFLOWS XX 
 OUTFLOWS (XX) 
NET CASH PROVIDED (USED) BY 
 INVESTING ACTIVITIES  XX 
 
CASH FLOWS FROM FINANCING ACTIVITIES 
 INFLOWS XX 
 OUTFLOWS (XX) 
NET CASH PROVIDED (USED) BY 
 FINANCING ACTIVITIES  XX 
 
NET INCREASE (DECREASE) IN CASH  XX 
 
CASH AND CASH EQUIVALENTS AT 
 BEGINNING OF YEAR  XX 
 
CASH AND CASH EQUIVALENTS AT 
 END OF YEAR  XX 
 
 

SCHEDULE OF NONCASH FINANCING 
AND INVESTING ACTIVITIES 

 
ASSETS FOR LIABILITIES AND/OR EQUITY  XX 
 
LIABILITIES AND/OR EQUITY FOR ASSETS  XX 
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Net Cash Flow From Operating Activities 
 
 Income 
 Statement 
 Sales ....................................... 10,000 
 Cost of Goods Sold .....................   4,000 
  Gross Margin ...................... 6,000 
 Operating Expenses 
  Wages Expense .................... 1,000 
  Utilities Expense .................. 500 
  Depreciation Expense ...........   2,000 
 Net Income .............................. 2,500 
 
 
 
 
 Format (Indirect Method) 
  Cash flows from operating activities 
   Net income (from the income statement) 
   Adjustments to reconcile net income to net 
    cash provided by operating activities 
   Net cash provided by operating activities 
 
 Investing Activities 
  Cash Inflows 
   Sale of Long-Term Assets 
    L-T Investments 
    Plant Assets 
  Cash Outflows 
   Purchase of Long-Term Assets 
    L-T Investments 
    Plant Assets 
 
 Financing Activities 
  Cash Inflows 
   Issue Debt 
   Issue Stock 
  Cash Outflows 
   Retire Debt 
   Retire/Reacquire Stock 
   Payment of Dividends 
 
 Schedule of Noncash Financing and Investing Activities 
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Example of Statement of Cash Flows 
 
Wal-Mart Stores, Inc. 
January 31, 2011 Annual Report 
 

Consolidated Statements of Cash Flows                      
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THE HERSHEY COMPANY 
December 31, 2010 10K Report 
 

 
 
 
 

 
 

 
 


