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The	statement	of	cash	flows	presents	the	movements	in	a	company's	cash	account	over	a	specific	period,	reconciling	beginning	and	ending	balances,	and	providing	insights	into	a	company's	ability	to	generate	funds	and	pay	its	debts	on	time.	It	is	crucial	for	investors	and	creditors	to	assess	a	company's	financial	health	and	liquidity.Understanding	cash
flow	statements	is	crucial	for	any	business	or	individual	looking	to	manage	their	finances	effectively.	These	statements	provide	insights	into	how	cash	flows	are	being	generated	and	used	within	an	organization,	helping	identify	areas	of	strength	and	weakness.A	cash	flow	statement	typically	consists	of	three	main	sections:	operating	activities,	investing
activities,	and	financing	activities.	Operating	activities	encompass	the	core	business	operations,	including	selling	goods	or	services,	paying	salaries,	or	buying	supplies.	Investing	activities	involve	long-term	investments,	such	as	property,	equipment,	or	securities,	while	financing	activities	cover	sources	and	uses	of	funds,	like	issuing	debt	or	repaying
it.When	preparing	a	cash	flow	statement,	businesses	can	choose	between	the	direct	method	and	indirect	method.	The	direct	method	presents	actual	cash	receipts	and	payments	for	each	activity,	whereas	the	indirect	method	starts	with	net	income	from	the	income	statement	and	adjusts	it	for	non-cash	items	and	changes	in	working	capital.	Due	to	its
ease	of	preparation	and	reconciliation	with	other	financial	statements,	the	indirect	method	is	more	commonly	used.A	well-prepared	cash	flow	statement	offers	several	benefits.	It	enables	businesses	to	evaluate	liquidity,	solvency,	and	profitability.	Liquidity	refers	to	the	ability	to	meet	short-term	obligations,	such	as	paying	bills	or	debts.	Solvency
pertains	to	meeting	long-term	obligations,	like	repaying	loans	or	investing	in	growth.	Profitability	is	about	generating	income	from	operations,	investments,	and	financing.Moreover,	a	cash	flow	statement	helps	assess	the	quality	and	sustainability	of	income	and	earnings.	Quality	refers	to	how	much	of	the	income	comes	from	core	business	activities
versus	one-time	events,	such	as	asset	sales	or	borrowing.	Sustainability	addresses	how	likely	future	income	will	continue	or	increase,	unaffected	by	external	factors	like	market	conditions	or	regulation.Examples	illustrate	the	importance	of	cash	flow	statements	across	various	perspectives:-	For	a	business	owner,	it's	essential	to	understand	operating,
investing,	and	financing	activities	to	monitor	cash	flow	cycles	(inventory	conversion,	receivables,	payables)	and	calculate	cash	flow	ratios	(operating	cash	flow	margin,	return	on	assets,	free	cash	flow).-	Investors	can	use	cash	flow	statements	to	evaluate	company	cash	quality	and	sustainability	by	comparing	core	business	activities	with	non-operating
or	one-time	sources.-	Lenders	assess	borrowers'	liquidity,	solvency,	and	ability	to	service	debt,	using	metrics	like	the	debt	service	coverage	ratio,	cash	flow	to	debt	ratio,	and	interest	coverage	ratio.Ultimately,	a	well-crafted	cash	flow	statement	serves	as	an	indispensable	tool	for	businesses	to	make	informed	financial	decisions,	navigate	challenges
effectively,	and	maintain	stability	in	times	of	economic	uncertainty.A	business's	cash	flow	is	like	its	lifeblood,	enabling	it	to	invest	in	research	and	development,	acquire	new	technologies,	and	buy	other	companies.	A	hotel	chain	might	have	a	positive	investing	cash	flow	if	it	sells	some	of	its	properties	and	receives	the	cash	from	the	buyers.	-	Financing
cash	flows	are	the	result	of	issuing	and	repaying	debt,	issuing	and	repurchasing	equity,	and	paying	dividends	and	interest.	These	flows	reflect	the	business's	capital	structure	and	financing	decisions,	as	well	as	how	well	it	manages	its	debt	and	equity.	A	positive	financing	cash	flow	means	a	business	is	raising	more	cash	than	it's	paying	to	creditors	and
shareholders,	while	a	negative	one	means	it's	paying	out	more	than	it's	bringing	in.For	example,	a	startup	might	have	a	positive	financing	cash	flow	if	it	receives	cash	from	venture	capitalists	or	bank	loans,	while	a	mature	company	might	have	a	negative	financing	cash	flow	if	it	pays	dividends	to	its	shareholders	or	buys	back	its	own	shares.	The	three
categories	of	cash	flows	are	interconnected	and	affect	each	other.	A	business's	net	cash	flow	is	the	sum	of	its	operating,	investing,	and	financing	cash	flows.A	positive	net	cash	flow	means	a	business	has	more	cash	at	the	end	of	the	period	than	at	the	beginning,	while	a	negative	one	means	it	has	less.	This	also	affects	the	cash	balance,	which	can
increase	or	decrease	depending	on	the	net	cash	flow.	The	cash	balance	is	not	always	equal	to	the	net	cash	flow	due	to	other	factors	like	exchange	rate	fluctuations	and	non-cash	transactions.The	cash	flow	statement	is	a	useful	tool	for	analyzing	a	business's	financial	performance	and	health.	By	understanding	the	three	categories	of	cash	flows,	we	can
learn	how	a	business	generates	and	uses	its	cash,	invests	in	assets,	finances	its	capital,	and	distributes	it	among	creditors	and	shareholders.	We	can	also	compare	the	cash	flow	statement	with	the	income	statement	and	balance	sheet	to	get	a	complete	picture	of	the	business.The	cash	flow	statement	can	help	answer	questions	like:	How	much	cash
does	a	business	have	at	the	end	of	the	period?	How	much	cash	does	it	generate	from	its	operations?	How	much	cash	does	it	invest	in	assets?	How	much	cash	does	it	raise	or	pay	to	creditors	and	shareholders?By	learning	about	the	cash	flow	statement,	we	can	become	more	informed	and	confident	in	making	financial	decisions	and	evaluating	business
opportunities.	The	cash	flow	statement	is	not	just	for	dummies	but	for	anyone	who	wants	to	understand	a	business's	cash	flow	in	a	simple	and	easy	way.To	prepare	a	cash	flow	statement	using	either	the	indirect	or	direct	method,	we	need	to	analyze	the	company's	financial	activities	and	calculate	the	cash	inflows	and	outflows	from	various	sources.For
the	indirect	method,	we	start	by	calculating	the	net	cash	flow	from	operating	activities.	This	involves	adjusting	the	net	income	for	non-cash	items	such	as	depreciation	expense	and	gain	or	loss	on	sale	of	assets.	We	also	adjust	for	changes	in	working	capital	accounts	like	accounts	receivable,	inventory,	prepaid	expenses,	accounts	payable,	accrued
expenses,	and	income	tax	payable.In	this	example,	we	calculated	the	net	cash	flow	from	operating	activities	by	adding	the	net	income	and	non-cash	items,	then	adjusting	for	the	changes	in	working	capital	accounts.	The	result	is	$13,500.Next,	we	calculate	the	net	cash	flow	from	investing	activities	by	subtracting	the	cash	outflows	from	investing
activities.	In	this	case,	the	company	purchased	property,	plant	and	equipment	for	($15,000),	resulting	in	a	net	loss	of	$15,000.Then,	we	calculate	the	net	cash	flow	from	financing	activities	by	adding	the	cash	inflows	and	subtracting	the	cash	outflows.	The	company	received	proceeds	from	long-term	debt	for	$5,000	and	paid	interest	for	($2,000)	and
dividends	for	($3,000),	resulting	in	a	net	loss	of	$0.Finally,	we	calculate	the	net	increase	or	decrease	in	cash	by	adding	the	net	cash	flows	from	operating,	investing,	and	financing	activities.	The	result	is	a	net	decrease	in	cash	of	($1,500).Cash	flow	statements	are	a	vital	tool	for	assessing	the	financial	health	and	performance	of	a	business.	By	analyzing
these	statements,	investors	and	analysts	can	gain	valuable	insights	into	a	company's	ability	to	generate	cash	and	meet	its	obligations.For	instance,	Company	XYZ	has	an	operating	cash	flow	of	$500,000	and	net	sales	of	$1,000,000,	indicatng	that	it	generates	50	cents	of	cash	flow	for	every	dollar	of	sales.	Additionally,	the	company's	total	debt	is
$1,000,000,	so	its	cash	flow	to	debt	ratio	would	be	0.5	($500,000	/	$1,000,000),	suggesting	that	it	can	cover	50%	of	its	debt	with	its	operating	cash	flow.However,	simply	looking	at	these	ratios	is	not	enough;	you	must	also	consider	other	indicators	such	as	non-cash	items	and	the	correct	cash	flow	method.	Non-cash	items	like	depreciation,
amortization,	and	gains	or	losses	on	asset	sales	can	affect	the	accuracy	of	a	company's	cash	flow	statement.	It	is	crucial	to	add	or	subtract	these	items	from	net	income	to	calculate	the	cash	flow	from	operations.Moreover,	there	are	two	methods	to	prepare	a	cash	flow	statement:	the	direct	method	and	the	indirect	method.	The	direct	method	shows
actual	cash	receipts	and	payments,	while	the	indirect	method	starts	with	net	income	and	adjusts	for	non-cash	items	and	changes	in	working	capital	accounts.	The	choice	of	method	depends	on	the	purpose	and	data	availability.To	apply	these	concepts	to	real-world	scenarios,	let's	examine	Apple	Inc.'s	cash	flow	statement	for	the	year	ended	September
26,	2020.	Apple	generated	a	significant	amount	of	cash	from	its	operating	activities,	indicating	profitable	and	efficient	business	operations.	However,	it	used	a	substantial	amount	of	cash	for	financing	activities,	suggesting	that	it	paid	back	a	large	portion	of	its	debt.debt	and	distributed	many	dividends	to	its	shareholders.	Because	of	this,	Apple	had	a
negative	net	change	in	cash,	meaning	it	ended	the	year	with	less	cash	than	it	started	with.Starbucks	Corporation	is	one	of	the	world's	largest	coffeehouse	chains,	known	for	its	premium	coffee	and	beverages,	as	well	as	its	social	and	environmental	responsibility.	Here	is	Starbucks'	cash	flow	statement	for	the	year	ended	September	27,	2020	(in
millions	of	USD):|	Cash	flow	activity	|	Amount	||	Cash	flow	from	operating	activities	|	2,316	||	Cash	flow	from	investing	activities	|	(1,513)	||	Cash	flow	from	financing	activities	|	(1,771)	||	Net	change	in	cash	|	(968)	|As	you	can	see,	Starbucks	generated	a	moderate	amount	of	cash	from	its	operating	activities,	which	means	that	its	business	operations
were	affected	by	the	COVID-19	pandemic	and	the	resulting	lockdowns	and	social	distancing	measures.	Starbucks	also	spent	a	significant	amount	of	cash	on	its	investing	activities,	which	means	that	it	invested	in	new	stores,	equipment,	digital	platforms,	etc.	To	enhance	its	customer	experience	and	loyalty.	Starbucks	also	used	a	considerable	amount	of
cash	for	its	financing	activities,	which	means	that	it	repaid	some	of	its	debt	and	paid	dividends	to	its	shareholders.	As	a	result,	Starbucks'	net	change	in	cash	was	negative,	which	means	that	it	ended	the	year	with	less	cash	than	it	started	with.Netflix	Inc.	is	one	of	the	world's	leading	streaming	entertainment	services,	known	for	its	original	and
exclusive	content,	such	as	movies,	TV	shows,	documentaries,	etc.	Here	is	Netflix's	cash	flow	statement	for	the	year	ended	December	31,	2020	(in	millions	of	USD):|	Cash	flow	activity	|	Amount	||	Cash	flow	from	operating	activities	|	2,761	||	Cash	flow	from	investing	activities	|	(260)	||	Cash	flow	from	financing	activities	|	4,578	||	Net	change	in	cash	|
7,079	|As	you	can	see,	Netflix	generated	a	decent	amount	of	cash	from	its	operating	activities,	which	means	that	its	business	operations	were	profitable	and	benefited	from	the	increased	demand	for	online	entertainment	during	the	pandemic.	Netflix	also	spent	a	relatively	small	amount	of	cash	on	its	investing	activities,	which	means	that	it	did	not
invest	much	in	new	assets	or	acquisitions.	However,	Netflix	received	a	large	amount	of	cash	from	its	financing	activities,	which	means	that	it	issued	a	lot	of	debt	to	fund	its	content	production	and	expansion.	As	a	result,	Netflix's	net	change	in	cash	was	positive,	which	means	that	it	ended	the	year	with	more	cash	than	it	started	with.These	are	just	some
examples	of	how	cash	flow	statements	can	be	used	to	analyze	the	financial	performance	and	position	of	different	businesses	and	industries.	By	looking	at	the	cash	flows	from	operating,	investing,	and	financing	activities,	you	can	get	a	better	understanding	of	how	a	business	generates	and	uses	cash,	as	well	as	its	opportunities	and	challenges.The	Cash
Flow	Statement,	Income	Statement,	and	Balance	Sheet	are	interconnected.	The	net	income	from	the	Income	Statement	is	used	to	calculate	the	cash	flow	from	operating	activities	in	the	Cash	flow	Statement.	Additionally,	changes	in	assets	and	liabilities	recorded	in	the	Balance	Sheet	impact	the	cash	flow	from	investing	and	financing	activities	in	the
Cash	flow	Statement.While	the	Cash	Flow	Statement	focuses	on	cash	movements,	the	Income	Statement	and	Balance	Sheet	provide	a	broader	view	of	a	company's	financial	performance	and	position.	The	Income	Statement	emphasizes	revenues,	expenses,	gains,	and	losses,	while	the	Balance	Sheet	highlights	assets,	liabilities,	and	shareholders'
equity.Examples:	To	illustrate	the	differences,	let's	consider	a	hypothetical	company,	ABC	Corporation.	In	its	Income	Statement,	ABC	Corporation	reports	$1	million	in	revenues,	$500,000	in	expenses,	resulting	in	a	net	income	of	$500,000.	The	Cash	Flow	Statement	reveals	that	ABC	Corporation	generated	$400,000	in	cash	from	its	operating
activities,	invested	$200,000	in	new	equipment	(investing	activities),	and	raised	$100,000	through	a	loan	(financing	activities).	The	Balance	Sheet	shows	that	ABC	Corporation	has	$2	million	in	assets,	$1	million	in	liabilities,	and	$1	million	in	shareholders'	equity.	By	analyzing	these	statements	together,	stakeholders	can	gain	a	comprehensive
understanding	of	ABC	Corporation's	financial	performance,	cash	flow	generation,	and	overall	financial	health.Remember,	the	Cash	Flow	Statement,	Income	Statement,	and	Balance	Sheet	are	essential	tools	for	evaluating	a	company's	financial	position	and	performance.Understanding	their	relationship	and	differences	is	crucial	for	making	informed
investment	and	business	decisions.	How	They	Are	Related	and	Different	-	The	Importance	of	Cash	Flow	Statements:	A	Simple	Guide	to	Improving	Cash	Flow	Management	and	Forecasting.To	effectively	utilize	a	cash	flow	statement	for	better	business	decisions,	it's	essential	to	understand	its	purpose,	components,	and	applications.	A	cash	flow
statement	complements	your	income	statement	and	balance	sheet	by	demonstrating	how	your	cash	position	evolves	over	time.	By	comparing	these	three	financial	statements,	you	can	gain	a	comprehensive	picture	of	your	business's	profitability,	liquidity,	and	solvency.###ARTICLECash	flow	statements	are	a	crucial	aspect	of	a	company's	financial
health,	providing	insights	into	its	ability	to	generate	cash	from	its	operations,	investments,	and	financing	activities.	By	analyzing	these	statements,	accountants	and	finance	professionals	can	identify	areas	where	the	company	is	generating	excess	cash	or	struggling	to	meet	its	debt	obligations.A	statement	of	cash	flows	displays	three	main	types	of
activities:	operating,	investing,	and	financing.	Operating	activities	involve	cash	generated	or	spent	on	selling	products,	goods,	or	services,	while	investing	activities	include	changes	to	long-term	assets	such	as	real	estate	and	equipment	purchases.	Financing	activities	involve	transactions	related	to	issuing	debt,	paying	dividends,	and	repaying
loans.The	key	to	understanding	a	cash	flow	statement	is	to	recognize	that	numbers	in	parentheses	indicate	negative	flows	of	cash	or	money	spent,	while	numbers	without	parentheses	represent	inflows	of	cash	or	money	received.	Financial	statements	typically	compare	balances	to	previous	accounting	periods,	and	a	positive	overall	cash	flow	indicates
a	healthy	cash	generation	process.Accountants	use	two	methods	to	calculate	operating	cash	flows:	the	direct	cash	flows	approach	and	the	indirect	cash	flows	approach.	The	direct	method	involves	adding	up	all	cash	transactions	for	the	period,	while	the	indirect	method	uses	net	income	and	adjusts	it	based	on	non-cash	transactions	such	as
depreciation	and	amortization.Calculating	investing	and	financing	cash	flows	requires	careful	analysis	of	transactions	related	to	buying	and	selling	assets,	debt	repayment,	and	dividend	payments.	U.S.-based	accountants	adhering	to	GAAP	should	list	shareholder	dividends	in	the	financing	activities	section,	while	international	accountants	following
IFRS	may	include	dividends	in	the	operating	activities	section.The	section	of	the	cash	flow	statement	should	have	a	total	balance	total	cash	flows	for	operating	activities,	investing,	and	financing.	At	the	end	of	the	statement,	these	totals	are	combined	to	determine	the	companys	total	cash	flow	balance	for	the	period.	A	positive	cash	flow	means	the
company	had	more	cash	coming	in	than	it	spent.	On	the	other	hand,	a	negative	balance	suggests	the	company	spent	more	than	it	generated.	The	cash	flow	statement	is	one	of	the	core	financial	statements	used	to	understand	a	company's	economic	performance	and	health.	The	other	two	statements	used	are:	Balance	sheets:	A	balance	sheet	details	a
companys	assets	for	the	reporting	period	and	explains	how	those	assets	are	financed	by	equity,	debt,	or	a	mix	of	the	two.	Income	statements:	An	income	statement	shows	where	a	companys	revenue	comes	from	and	explains	how	gross	revenue	is	adjusted	to	net	profits.	The	cash	flow	statement	bridges	the	income	statement	and	balance	sheet	by
showing	how	a	companys	assets	and	liabilities	translate	into	revenue-affecting	transactions.	Cash	flow	statements	can	also	give	a	more	accurate	look	at	the	companys	available	cash.	For	example,	an	income	statement	shows	revenue	and	expenses.	However,	some	of	those	expenses	may	not	have	actually	been	paid	yet,	and	some	revenue	may	not	have
been	collected	at	the	time	of	reporting.	Statements	of	cash	flows	show	the	actual	accrued	and	spent	cash	for	the	reporting	period.	Discover	if	this	is	the	right	career	path	for	you	with	a	free	job	simulation.	You	can	demonstrate	an	understanding	of	how	to	use	cash	flow	statements	by	mentioning	specific	formulas,	business	valuation	methods,	and
financial	metrics	that	rely	on	these	statements.	Some	formulas	or	metrics	you	can	mention	are:	If	your	work	or	internship	experience	included	creating	financial	statements,	include	that	in	the	description	of	the	job	or	internship.	For	example,	mention	if	you	had	an	internship	where	you	prepared	a	businesss	income	sheets,	balance	sheets,	and	cash
flow	statements.	You	can	also	add	creation	of	financial	statements	to	your	resumes	skill	section.	Hone	your	skills	with	Forages	finance	virtual	experience	programs.	Image	credit:	AndreyPopov	/	Depositphotos.com	Previous	lesson:	Balance	Sheet	Example	Next	lesson:	Other	Accounting	Reports	In	this	tutorial	I'm	going	to	go	over	the	format	and
components	of	a	simple	cash	flow	statement	and	give	you	a	detailed	example	(further	below).	Be	sure	to	test	yourself	on	how	to	compile	a	cash	flow	statement	by	trying	the	Cash	Flow	Statement	Practice	Example	below	as	well	as	the	Cash	Flow	Statement	Mini	Quiz	at	the	end	of	the	lesson.	And	right	at	the	bottom	of	the	page,	you	can	find	plenty	more
questions	on	the	topic	submitted	by	fellow	students,	including	a	full	cash	flow	statement	exercise	with	detailed	solutions.	What	is	the	Cash	Flow	Statement?	Have	you	heard	of	this	saying?Cash	is	king.	This	is	a	common	saying	in	the	business	world.	And	it	is	quite	true,	because	cash	is	the	lifeblood	of	the	business.Without	cash,	you	can't	pay	bills,	you
can't	expand	the	business	by	purchasing	assets.	You	can't	pay	employees.	As	the	business	owner,	you	couldn't	even	pay	yourself!Just	as	it	sounds,	the	cash	flow	statement	is	a	statement	(report)	of	flows	of	cash	-	both	in	and	out	of	the	business.	Why	Do	We	Need	the	Cash	Flow	Statement?	But	why	do	we	need	the	cash	flow	statement	if	we've	already
got	the	income	statement?The	answer	is	that	one	could	show	the	most	fantastic	performance	according	to	the	income	statement,	with	huge	profits,	and	yet	have	nothing	remaining	in	the	bank.	Your	business	wouldn't	survive	very	long	in	that	kind	of	situation.You	may	be	wondering,	"But	how	could	that	even	occur?"	It	could	occur	if	all	or	most	of	your
sales	have	been	made	on	credit.	And	it	could	occur	if	additionally	you	weren't	monitoring	the	cash	flows	of	your	business.	In	real	life	this	extreme	situation	would	rarely	occur,	but	this	example	serves	to	explain	that	the	cash	situation	of	a	business	is	key.	And	the	cash	flow	statement,	which	shows	us	what	the	business	has	been	doing	with	its	cash	-
provides	vital	information.	Important:	Cash	flow	statements	can	be	presented	using	either	of	two	methods:	the	direct	or	indirect	method.	The	direct	method	is	used	more	outside	the	US,	while	the	indirect	method	is	the	preferred	method	within	the	US.	The	format	shown	below	is	for	the	direct	method.	Please	see	our	separate	tutorial	on	the	indirect
cash	flow	statement	method	for	the	format	and	explanations	on	how	to	put	this	together.	Cash	Flow	Statement	Format	(Direct	Method)	Okay,	so	before	anything	else,	here's	the	format	of	the	cash	flow	statement	itself	(see	further	below	for	explanations):	Cash	can	flow	in	two	directions	either	coming	in	to	your	business	or	going	out.	Cash	coming	in	to
your	business	is	shown	as	positive	amounts,	whereas	cash	going	out	from	your	business	are	shown	as	negative	amounts	(in	parentheses).	Note	that	dividends	are	cash	payouts	to	people	who	have	bought	shares	in	a	company.	Dividends	are	similar	to	drawings	(in	a	small	business),	in	that	the	owner	is	getting	a	payout	(drawings	is	when	the	owner	of	a
small	business	withdraws	some	of	the	cash	that	s/he	initially	invested	in	the	business	for	personal	use).Proceeds	simply	means	cash	received.	It's	important	to	note	that	the	cash	flow	statement	covers	the	flows	of	cash	over	a	period	of	time	(unlike	the	balance	sheet	that	provides	a	snapshot	of	the	business	on	a	specific	date).Like	the	rest	of	the	financial
statements,	the	cash	flow	statement	is	usually	drawn	up	annually,	but	can	be	drawn	up	more	often.	The	statement	is	divided	into	four	components.	I'll	go	over	each	of	these	below.	1.	Cash	Flow	from	Operating	Activities	The	first	component	is	the	cash	flows	relating	to	your	operations	the	core	activities	of	your	business.This	includes	cash	receipts
(cash	received)	from	your	customers,	cash	paid	to	suppliers	and	employees	and	for	general	operating	expenses,	interest	received	or	paid	and	tax	paid.	2.	Cash	Flow	from	Investing	Activities	The	second	component	is	the	cash	flow	from	investing	activities.	Investing	(in	the	context	of	the	cash	flow	statement)	means	the	spending	of	cash	on	non-current
assets.	For	example,	one	could	be	spending	cash	on	computer	equipment,	on	vehicles,	or	even	on	a	building	one	purchased.	Thus	investing	activities	mainly	involves	cash	outflows	for	a	business.	We	also	include	cash	inflows	in	this	section	relating	to	the	sale	of	a	non-current	asset	that	we	have	already	invested	in.	Thus,	the	cash	received	this	year	from
selling	equipment	that	was	originally	bought	(invested	in)	three	years	ago,	would	also	be	included	in	this	section.As	investing	activitiesThe	statement	of	cash	flows	is	divided	into	three	components:	cash	flows	from	operating	activities,	cash	flows	from	investing	activities,	and	cash	flows	from	financing	activities.###ARTICLEA	financial	statement	that
reflects	the	inflow	and	outflow	of	cash	for	a	business	over	a	specific	period	is	crucial	for	understanding	its	financial	health.	This	statement,	which	includes	operating,	investing,	and	financing	activities,	provides	insight	into	a	company's	ability	to	generate	cash	and	manage	its	finances	effectively.	Companies	are	required	to	file	this	statement	to	comply
with	financial	regulations,	and	it	is	typically	divided	into	three	main	sections:	cash	flow	from	operations,	cash	flow	from	investment	activities,	and	cash	flow	from	financing.	The	direct	method	and	indirect	method	can	be	used	to	prepare	the	statement	of	cash	flows,	with	positive	cash	flow	indicating	that	a	business	is	generating	more	cash	than	it	is
spending.	This	statement	is	one	of	four	main	financial	statements	that	public	companies	must	file,	along	with	the	balance	sheet,	income	statement,	and	statement	of	shareholders'	equity.	By	analyzing	the	cash	flow	statement,	investors	and	analysts	can	gain	insight	into	a	company's	financial	well-being	and	make	informed	decisions	about	its	stock	or
overall	value.	The	statement	highlights	inflows	from	ongoing	operations	and	external	investment	sources,	as	well	as	outflows	for	business	activities	and	investments	during	a	given	period.	There	are	two	methods	of	accounting	for	cash	inflow	and	outflow:	accrual	accounting,	which	recognizes	income	when	earned	and	expenses	when	incurred,	and	cash
accounting,	which	recognizes	income	when	received	and	expenses	when	paid.	A	company's	cash	flow	statement	is	essential	for	evaluating	its	financial	health,	as	profitable	companies	can	still	fail	to	manage	their	cash	flow	effectively.	The	statement	is	divided	into	three	main	parts:	operations,	investing,	and	financing,	each	with	its	own	section	that
helps	investors	determine	the	value	of	a	company's	stock	or	overall	worth.	By	examining	the	cash	flow	statement,	investors	can	identify	areas	where	a	company	may	be	struggling	to	generate	sufficient	positive	cash	flow	for	operational	growth,	and	whether	it	may	need	financing	to	expand.	The	statement	also	provides	insight	into	a	company's
investment	activities,	such	as	capital	expenditures,	and	its	financing	activities,	including	debt	repayment	and	dividend	payments.Cash	Flow	Statement:	Understanding	Its	Importance	and	AnalysisGiven	the	complexity	of	modern	businesses,	managing	cash	flows	is	crucial	to	sustain	operations,	invest	in	growth,	and	meet	financial	obligations.	A	cash
flow	statement	provides	a	clear	picture	of	liquidity	and	a	company's	financial	lifeblood.The	cash	flow	statement	consists	of	three	main	sections:	operating,	investing,	and	financing	activities.	Each	segment	offers	a	detailed	breakdown	of	how	cash	is	generated	and	used	within	a	company	over	the	stated	period.Operating	ActivitiesCash	inflows	come
from	revenue,	interest,	and	dividends.	Cash	outflows	include	payments	to	suppliers,	employee	wages,	rent,	utilities,	and	taxes.	A	positive	operating	cash	flow	indicates	that	a	business	is	generating	enough	cash	to	cover	expenses.Investing	ActivitiesThis	section	tracks	cash	movements	related	to	long-term	investments	that	affect	a	company's	growth.
Cash	inflows	come	from	selling	assets,	divesting	subsidiaries,	or	collecting	payments	on	loans.	Cash	outflows	include	capital	expenditures	(capex),	investments	in	securities,	and	business	acquisitions.Financing	ActivitiesThis	segment	shows	how	a	company	raises	and	repays	capital	through	debt	and	equity	financing.	Cash	inflows	come	from	issuing
stock	or	borrowing,	while	cash	outflows	include	loan	repayments,	dividend	payments,	and	stock	buybacks.Creating	a	cash	flow	statement	involves	gathering	relevant	financial	data,	choosing	a	preparation	method,	and	categorizing	cash	flows	into	operating,	investing,	and	financing	activities.	The	process	typically	includes	the	following	steps:
Collecting	financial	data	from	the	income	statement,	balance	sheet,	and	bank	statements.Choosing	a	preparation	method:	direct	or	indirect.Calculating	cash	flow	from	operating	activities	using	either	the	indirect	or	direct	methods.Calculating	cash	flow	from	investing	activities	by	identifying	capital	expenditures	and	asset	sales.Calculating	cash	flow
from	financing	activities	by	including	cash	inflows	and	outflows	from	debt	repayments,	dividend	distributions,	and	stock	buybacks.Reconciling	and	validating	the	cash	flow	statement	to	ensure	that	it	accurately	reflects	a	company's	financial	situation.Reviewing	and	analyzing	the	cash	flow	statement	to	identify	trends,	detect	potential	problems,	and
make	informed	financial	decisions.Cash	flow	statements	provide	valuable	insights	into	a	company's	financial	health,	enabling	businesses	to	make	informed	decisions,	investors	to	assess	sustainability,	and	analysts	to	detect	trends	that	might	affect	long-term	performance.Preparing	for	Liquidity	and	Cash	Flow	Analysis###ENDARTICLEBuilding	a	new
goat	pen	means	accounting	for	expenses.	When	owing	money	but	not	paid	yet,	add	that	amount	back	to	available	cash.	Increase	in	Accounts	Receivable	shows	$20,000	growth	in	receivables	on	income	statement.	This	is	money	charged	but	not	paid	yet.	We	deduct	this	from	cash	on	hand	because	it	isnt	cold	hard	cash.Increase	in	Inventory	recorded	as
$30,000	growth	in	inventory	on	balance	sheet	means	we	pay	$30,000	cash	to	get	$30,000	worth	of	inventory.	Inventory	is	an	asset	but	can't	be	spent.	So,	we	deduct	the	$30,000	from	cash	on	hand.Net	Cash	from	Operating	Activities	after	changes	gives	us	$40,000.	Our	business	earned	$60,000	in	October	as	reported	on	income	statement	but	only
received	$40,000	in	cash	from	operating	activities.	This	means	even	though	we're	earning	money,	we	can't	spend	it	right	away.###ARTICLEEffective	Cash	Flow	Management	is	Crucial	for	Business	Survival	and	SuccessThe	lifeblood	of	your	business	is	not	just	its	financial	transactions	but	also	its	ability	to	nurture	growth	and	potential	for	future
success	through	diligent	cash	flow	management.	By	expertly	navigating	the	challenges	ahead,	you	can	ensure	that	your	business	remains	resilient,	profitable,	and	poised	for	opportunities	in	an	ever-changing	economy.	This	is	where	a	cash	flow	statement	comes	into	play	-	a	vital	analytical	tool	that	breaks	down	the	analysis	into	operating,	investing,
and	financing	activities.Essentially,	the	cash	flow	statement	reveals	how	changes	in	balance	sheet	accounts	and	income	affect	cash	and	cash	equivalents,	providing	valuable	insights	into	a	company's	financial	health.	It	shows	whether	a	profit	reported	on	the	income	statement	can	actually	be	supported	by	sufficient	cash	to	operate.	By	understanding
this,	you	can	assess	a	firm's	liquidity,	solvency,	and	financial	flexibility,	which	are	critical	in	making	informed	decisions.The	cash	flow	statement	differs	from	other	financial	statements	like	the	balance	sheet	and	income	statement	as	it	excludes	non-cash	transactions	required	by	accrual	basis	accounting,	such	as	depreciation	and	write-offs	on	bad
debts.	This	makes	it	an	essential	tool	for	lenders,	creditors,	investors,	employees,	directors,	and	shareholders	who	need	to	know	a	company's	ability	to	pay	its	bills,	repay	loans,	meet	compensation	demands,	or	ensure	the	company	does	not	trade	while	insolvent.Its	adoption	as	a	standard	financial	statement	has	been	instrumental	in	eliminating
allocations	that	might	be	derived	from	different	accounting	methods.	This	standardization	improves	the	comparability	of	different	firms'	operating	performance	by	neutralizing	the	effects	of	various	accounting	methods	and	timeframes	for	depreciating	fixed	assets.In	essence,	the	cash	flow	statement	is	not	just	about	cash	inflows	but	also	about
understanding	how	these	flows	are	utilized	over	a	specific	period	to	predict	future	financial	needs	and	improve	the	overall	financial	health	of	your	business.Committee	(IASC)	recommanda	directly	method	but	allowa	either	method.	The	IASC	considera	indirect	method	less	clear	to	user	of	financial	statement.	Cash	flow	statement	are	most	commonly
prepared	using	indirect	method,	which	not	especially	useful	in	projecting	future	cash	flow.Operating	activity	includa	production,	sale	and	delivery	of	company	product	as	well	as	collect	payment	from	customer.	This	could	include	purchasing	raw	material,	build	inventory,	advertising,	and	shipping	product.	Operating	cash	flow	includa:Receipts	for	the
sale	of	loan,	debt	or	equity	instrument	in	trading	portfolioInterest	receivad	on	loanPayment	to	supplier	for	good	and	servicePayment	to	employee	or	on	be	half	of	employeeInterest	payment	(alternativa,	this	can	be	report	under	financing	activity	in	IAS	3)Purchase	of	merchandiseItems	which	are	add	back	to	(or	subtract	from,	as	appropriate)	net
income	(which	is	found	on	the	Income	Statement)...The	calculation	of	cash	flows	from	operating	activities	was	done	using	the	formula	$100	-	$25	=	Cash	Flows	from	Operating	Activities	=	$75.	This	is	because	if	the	company	made	$100	as	net	income	and	uses	an	accrual	accounting	system,	any	income	generated	that	year	but	not	yet	paid	in	cash
should	be	subtracted	from	the	net	income	figure	to	find	cash	flows	from	operating	activities.The	increase	in	accounts	receivable	meant	that	$25	of	sales	occurred	on	credit	and	have	not	yet	been	paid	for	in	cash.	When	calculating	Cash	Flows	when	there	is	a	change	in	a	fixed	asset	account,	such	as	a	decrease	in	Buildings	and	Equipment,	the	change	is
added	back	to	Net	Income.	This	is	because	Net	Income	is	calculated	by	subtracting	depreciation	from	revenue,	so	adding	back	depreciation	removes	non-cash	activities.Finding	Cash	Flows	from	Financing	Activities	is	more	straightforward.	Generally,	this	includes	financing	activities	such	as:	outflows	for	reductions	of	long-term	notes	payable,	or
inflows	for	the	issuance	of	new	notes	payable;	outflows	for	dividends	paid	to	outside	parties,	or	inflows	for	dividend	payments	received	from	outside	parties;	and	outflows	for	purchases	of	notes,	stocks,	or	bonds,	or	inflows	for	increases	in	debt.Example	XYZ	Co.	Ltd.'s	cash	flow	statement	shows	a	net	income	of	21,538	million	Rs.,	operating	activities
providing	13	million	Rs.,	investing	activities	using	204,206	million	Rs.,	and	financing	activities	generating	206,430	million	Rs.	The	net	increase	in	cash	and	cash	equivalents	was	2,882	million	Rs.###Cash	Flow	Statements:	Understanding	and	Interpreting	Financial	Data	for	Business	Decision-MakingTo	effectively	manage	budgets,	oversee	teams,	and
develop	closer	relationships	with	leadership,	having	a	solid	grasp	of	business	performance	metrics	is	essential.	For	non-finance	professionals,	understanding	the	concepts	behind	cash	flow	statements	can	be	challenging	due	to	the	complexity	of	financial	data.A	cash	flow	statement	provides	a	detailed	picture	of	what	happened	to	a	business's	cash
during	a	specified	period,	known	as	the	accounting	period.	It	demonstrates	an	organization's	ability	to	operate	in	the	short	and	long	term,	based	on	how	much	cash	is	flowing	into	and	out	of	the	business.The	typical	structure	of	a	cash	flow	statement	includes	three	sections:	Operating	activities,	Investing	activities,	and	Financing	activities.	Operating
activities	detail	cash	flow	generated	from	delivering	regular	goods	or	services,	including	both	revenue	and	expenses.	Investing	activities	include	cash	flow	from	purchasing	or	selling	assets,	using	free	cash	not	debt.	Financing	activities	detail	cash	flow	from	both	debt	and	equity	financing.The	key	to	making	informed	business	decisions	is	analyzing	the
financial	statements,	including	the	cash	flow	statement,	in	conjunction	with	other	documents	such	as	a	balance	sheet	and	income	statement.	A	company's	cash	flow	should	routinely	exceed	its	net	income,	indicating	an	ability	to	remain	solvent	and	grow	operations.To	calculate	the	operating	section	of	the	cash	flow	statement,	two	common	methods	are
used:	the	Direct	Method	and	Indirect	Method.	The	direct	method	is	based	on	transactional	information	that	impacted	cash	during	the	period,	while	the	indirect	method	starts	with	the	net	income	number	found	from	the	income	statement	and	makes	adjustments	to	convert	it	into	actual	cash	flow.Interpreting	a	cash	flow	statement	is	crucial	for
understanding	a	business's	financial	health	and	status.	It	can	reveal	whether	a	company	is	growing,	stable,	or	declining,	which	information	can	be	used	by	investors,	department	heads,	and	internal	decision-makers	to	make	informed	decisions	about	investments,	budgeting,	and	employee	hiring.Cash	flow	statements	are	one	of	the	most	critical
financial	documents	that	an	organization	prepares,	offering	valuable	insight	into	the	health	of	the	business.	By	learning	how	to	read	a	cash	flow	statement	and	other	financial	documents,	you	can	acquire	the	financial	accounting	skills	needed	to	make	smarter	business	and	investment	decisions,	regardless	of	your	position.Are	you	interested	in	gaining	a
toolkit	for	making	smart	financial	decisions	and	the	confidence	to	clearly	communicate	those	decisions	to	key	internal	and	external	stakeholders?	Explore	our	online	finance	and	accounting	courses	and	download	our	course	flowchart	to	determine	which	best	aligns	with	your	goals.	If	you	want	to	dive	into	creating	a	cash	flow	statement,	download	our
free	financial	statement	templates	to	start	practicing.Data	Tables	Company	A	-	Statement	of	Cash	Flows	(Alternative	Version)	Year	Ended	September	28,	2019	(In	millions)	Cash	and	cash	equivalents,	beginning	of	the	year:	$10,746	OPERATING	ACTIVITIES	Activity	Amount	Net	Income	37,037	Adjustments	to	Reconcile	Net	Income	to	Cash	Generated
by	Operating	Activities:	Depreciation	and	Amortization	6,757	Deferred	Income	Tax	Expense	1,141	Other	2,253	Changes	in	Operating	Assets	and	Liabilities:	Accounts	Receivable,	Net	(2,172)	Inventories	(973)	Vendor	Non-Trade	Receivables	223	Other	Current	and	Non-Current	Assets	1,080	Accounts	Payable	2,340	Deferred	Revenue	1,459	Other
Current	and	Non-Current	Liabilities	4,521	Cash	Generated	by	Operating	Activities	53,666	INVESTING	ACTIVITIES	Activity	Amount	Purchases	of	Marketable	Securities	(148,489)	Proceeds	from	Maturities	of	Marketable	Securities	20,317	Proceeds	from	Sales	of	Marketable	Securities	104,130	Payments	Made	in	Connection	with	Business	Acquisitions,
Net	of	Cash	Acquired	(496)	Payments	for	Acquisition	of	Intangible	Assets	(911)	Other	(160)	Cash	Used	in	Investing	Activities	(33,774)	FINANCING	ACTIVITIES	Activity	Amount	Dividends	and	Dividend	Equivalent	Rights	Paid	(10,564)	Repurchase	of	Common	Stock	(22,860)	Proceeds	from	Issuance	of	Long-Term	Debt,	Net	16,896	Other	149	Cash	Used
in	Financing	Activities	(16,379)	Increase	/	Decrease	in	Cash	and	Cash	Equivalents:	3,513	Cash	and	Cash	Equivalents,	End	of	Year:	$14,259Go	back	to	the	article.	The	Meaning	of	Cash	Flow	Statement	or	statement	of	cash	flows	can	be	defined	as	cash	flow	statements	exhibit	the	flow	of	incoming	and	outgoing	cash.	This	statement	assesses	the	ability	of
the	enterprise	to	generate	cash	and	to	utilize	the	cash.	This	statement	is	one	of	the	tools	for	assessing	the	liquidity	and	solvency	of	the	enterprise.A	cash	flow	statement	is	a	financial	statement	that	presents	total	data.	Including	cash	inflows	a	business	gains	from	its	continuing	progress	and	external	financing	sources,	as	well	as	all	cash	outflows	that
pay	for	trading	activities	and	finances	during	a	delivered	time.	In	other	words,	a	cash	flow	statement	is	a	financial	statement	that	estimates	the	cash	produced	or	used	by	a	firm	in	a	presented	time.As	mentioned	initially,	the	cash	flow	statement	furnishes	data	about	the	shift	in	the	position	of	Cash	Equivalents	and	Cash	of	a	firm,	over	an	accounting
period.	The	pursuits	according	to	this	change	are	incorporated	into	investing,	financing	and	operating.	However,	While	outlining	a	cash	flow	statement,	complete	specifications	of	outflows	and	inflows	are	furnished	below	these	titles	involving	the	net	cash	flow	(or	use).The	average	of	the	net	cash	flows	(or	use)	is	operated	out	and	is	given	as	Net
Increase	or	Decrease	in	Cash	Equivalents	and	cash	to	which	the	amount	of	cash	and	cash	equivalent	at	the	commencement	is	summed	and	therefore	the	quantity	of	cash	and	cash	equivalents	at	the	end	is	reported.	This	total	will	be	the	same	as	the	entire	amount	of	cash	at	bank,	cash	equivalents	(if	any)	and	cash	in	hand	presented	in	the	balance
sheet.Then,	if	the	cash	flows	from	operating	activities	are	formed	by	direct	method	while	outlining	the	cash	flow	statement,	it	will	be	known	as	direct	method	Cash	Flow	Statement.	Though,	unless	it	is	stipulated	precisely	as	to	which	approach	is	to	be	imbibed,	the	cash	flow	statement	may	first	be	outlined	by	an	indirect	method	as	is	prepared	by	most
organisations	in	work.Advantages	of	Cash	Flow	Statement:	A	cash	flow	statement,	when	employed	with	other	financial	reports,	permits	users	to	assess	variations	in	net	assets	of	a	firm	and	its	economic	system.	It	involves	liquidity	and	stability,	the	capability	to	influence	the	amounts	and	timings	of	cash	flows	to	adjust	to	varying	conditions	and
possibilities.Cash	flow	data	evaluate	the	capability	of	a	firm	to	produce	cash	and	cash	equivalents.	It	permits	users	to	generate	models	to	assess	and	analyze	the	existing	value	of	the	expected	cash	flows	of	various	companies.	It	also	assists	in	stabilizing	its	cash	inflow	and	outflow,	following	in	acknowledgement	to	the	varying	situation.It	is	also
essential	in	verifying	the	correctness	of	prior	estimates	of	anticipated	cash	flows	and	in	exploring	the	association	between	profitability	and	net	cash	flow	and	the	result	of	varying	cost	prices.	The	statement	of	cash	flow	gives	insights,	help	an	investor	to	understand	the	status	of	a	companys	operations,	from	where	the	money	is	coming,	and	how
efficiently	the	money	is	utilized.The	statement	is	essential	as	it	assists	investors	to	understand	whether	an	organization	financial	status	is	reliable	or	not.	On	the	other	hand,	creditors,	use	this	statement	to	analyze	how	much	funds	(liquid	cash)	a	company	has	to	support	its	operating	expenditures	and	pay	the	debts.Elements	of	the	Cash	Flow	Statement
Cash	flow	from	operating	activities	Cash	flow	from	investing	activities	Cash	flow	from	financing	activities	The	cash	flow	statement	is	different	from	the	balance	sheet	and	income	statement,	because,	it	does	not	include	the	future	transaction	of	cash	listed	on	credit.	Therefore,	money	is	not	equal	to	net	income,	whereas,	on	the	income	statement	and
balance	sheet,	it	should	be	equal,	including	cash	sales	and	sales	made	on	credit.Example	of	Cash	Flow	Statement:	Cash	Flow	from	Operating	Activities:	Operating	activities	are	the	operations	of	a	company	directly	associated	with	furnishing	its	commodities	and	services	to	the	marketplace.	These	are	the	enterprises	###The	pursuit	of	trading	involves
various	activities	such	as	production,	allocation,	retailing,	and	marketing	goods	or	services.	These	operating	activities	are	the	primary	source	of	revenue	and	expenditure	for	a	firm,	providing	insight	into	a	company's	cash	generation	from	its	operational	activities.Operating	activities	on	the	cash	flow	statement	encompass	both	sources	and	uses	of	cash,
reflecting	how	much	money	a	company	has	earned	from	its	products	or	services.	This	includes	vouchers	from	sales,	interest	returns,	payment	of	income	tax,	payments	to	suppliers,	salaries,	rent,	additional	expenses,	and	for	investment	and	trading	companies,	revenue	from	debt	sales.To	calculate	cash	flow,	adjustments	are	made	to	the	net	income	of	a
company	by	adding	or	deducting	differences	in	expenses,	revenue,	credit	transactions,	and	expense	differences	between	periods.	This	process	demands	special	consideration	due	to	non-cash	items	evaluated	with	the	net	income	(income	statement)	and	total	assets	and	liabilities	(balance	sheet).There	are	two	primary	methods	for	calculating	cash	flow:
the	direct	method	and	the	indirect	method.	The	direct	method	focuses	on	notable	titles	of	cash	outflows	and	inflows,	whereas	the	indirect	method	starts	with	the	amount	of	net	profit	and	loss	before	taxation	and	extraordinary	items.In	the	direct	method,	changes	are	made	to	transform	accrual	data	into	a	cash	basis.	In	contrast,	the	indirect	method
involves	non-operating	items	such	as	interest	paid	or	depreciation,	making	it	essential	to	regulate	the	amount	of	net	profit	and	loss	as	depicted	by	a	statement	of	profit	and	loss.The	cash	flow	statement	also	includes	information	about	accounts	receivable	and	inventory	value.	An	increase	in	accounts	receivable	indicates	more	cash	credited	from
customers,	while	an	increase	in	inventory	value	represents	a	company's	investment	in	raw	materials.	Conversely,	an	increase	in	inventory	paid	for	with	cash	subtracts	from	net	sales,	whereas	purchases	made	on	credit	result	in	an	increase	in	accounts	payable.Investing	activities	encompass	the	utilization	of	funds	from	a	firm's	investments,	including
sale	or	possession	of	assets,	credits	offered	to	merchants,	and	payments	associated	with	acquisitions	or	amalgamations.	Financing	activities	include	all	sources	starting	from	banks	or	investors	to	cash	used	to	pay	shareholders,	such	as	settlement	for	stock	repurchased	or	payment	of	interests.The	primary	objectives	of	the	cash	flow	statement	are	to
provide	information	about	cash	inflows	and	outflows	from	operating,	investing,	and	financing	activities	and	to	determine	net	changes	in	cash	and	cash	equivalents.	Inflows	and	outflows	of	cash	refer	to	transactions	leading	to	an	increase	or	decrease	in	cash	and	cash	equivalents.Cash	Flow	Statement:	Meaning,	Objectives,	and	Benefits	for	Commerce
StudentsThe	concept	of	cash	flow	is	a	crucial	economic	term	used	in	financial	analysis	of	companies,	regardless	of	their	size.	It	has	become	essential	for	businesses	to	analyze	and	plan	their	cash	flows,	and	this	knowledge	can	also	be	applied	to	personal	or	family	budgets.###Q.3-	Cash	&	cash	equivalents	for	the	purpose	of	cash	flow	statement
generally	includes:a.	Cash	on	handb.	Current	investmentc.	ChequesThe	correct	answer	is	a	combination	of	all	options:	Cash	on	hand,	Current	investment,	and	Cheques	are	all	included	in	cash	&	cash	equivalents	for	the	purpose	of	the	cash	flow	statement.###How	to	calculate	cash	flow:	It	is	essential	to	allocate	the	same	periods	for	calculating	cash
flow,	such	as	weeks,	months,	or	years.	You	will	then	summarize	and	compare	the	total	cash	flow	for	the	selected	period	with	the	amount	at	the	beginning	of	the	period.###Example	of	calculation:An	electronics	store	may	have	$3,000,000	in	its	bank	account	at	the	beginning	of	the	month.	During	the	month,	it	receives	cash	from	sales	but	also	incurs
expenses	such	as	utility	bills,	employee	salaries,	and	loan	repayments.	To	calculate	cash	flow,	you	must	consider	these	expenses	and	income	to	determine	if	the	total	cash	balance	is	positive	or	negative.###Importance	of	controlling	cash	flow:Cash	flow	is	a	vital	indicator	of	a	company's	health	and	performance.	A	positive	cash	flow	rate	indicates	good
management	and	proper	business	function,	while	a	negative	cash	flow	rate	raises	concerns	about	the	viability	of	the	business.###Action	plan	for	managing	cash	flow:If	a	business	has	a	negative	cash	flow	indicator,	it	may	be	necessary	to	take	corrective	action	such	as	reducing	costs,	increasing	sales,	or	recruiting	more	competent	employees.	On	the
other	hand,	a	positive	cash	flow	indicator	can	help	attract	additional	investment	and	pay	for	long-term	costs	soon.

Cash	flow	statement	finance.	What	is	a	cash	flow	statement.	What	is	the	cash	flow	statement	with	example.	How	do	you	explain	cash	flow	statement.	What	is	cash	flow	statement	in	accounting	in	simple	words.
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