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Abstract 

The Term cash flow statement is prepared by an entity; 

it is one of the most important statements. It shows cash 

receipts from major sources and cash payments for major 

uses during a period. It may be prepared at quarterly 

intervals but at least at yearly intervals. It provides useful 

information about an entity’s activities in generating cash 

from operations. It informs about programme to repay 

debts, distribute dividends or reinvest to maintain or 

expand its operating capacity. It gives also information 

about its financing activities, both debt and equity, and 

about its investment in fixed assets or current assets other 

than cash. In other words, a cash flow statement lists down 

various items and their respective magnitude which bring 

about changes in the cash balance between two balance 

sheet dates. All the items whether current or non-current 

which increase or decrease the balance of cash are 

included in the cash flow statement.                                                                                           

Therefore, the effect of changes in the current assets and 

current liabilities during an accounting period on cash 

position is assessed from its perusal. The depiction of all 

possible sources and applications of cash in the cash flow 

statement helps the financial manager in short-term 

financial planning in a significant manner; interest 

payment on debentures and dividend pay-off to 

shareholders can be met out of cash only. This Article is 

based on the practice followed and instruction for its 

preparation contained in the various text books for the 

guidance of the students and accountants. It is hoped that 

the content of this Article would help the readers to 

understand Cash-flow statement properly.   

Keywords: Assets, Balance Sheet, Financial, Debts 

I. INTRODUCTION 

An accounting standard is a rule that aide and 

standardizes accounting rehearses. The Generally 

Accepted Accounting Principles (GAAP) is a gather 

of accounting standards broadly acknowledged as 

suitable to the field of accounting important so 

budgetary articulations are significant over a wide 

assortment of organizations and enterprises. An 

accounting standard is a rule for money related 

accounting, for example, how a firm plans and 

exhibits its business salary, costs, resources and 

liabilities, and might be in understanding to standards 

set by the International Accounting Standards Board 

(IASB). Internship will fulfill the gap between 

corporate knowledge and the skill which are adopted 

from the university, Where its application helps me as 

a student to learn through a series of interactions 

about selected topic “A Study On Accounting 

Standards And Its Implication On Financial 
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Statements With Special Reference To Rittal India 

Pvt Limited‟‟ that will enable insight and exposure to 

the corporate culture. Internship will provide two 

purpose of critical insight of corporate as well as 

increase the caliber of the graduates who are ready to 

get ahead in the corporate world in future. 

Introduction about Rittal India pvt ltd 

   Rittal india pvt ltd has built up in the year 

1961, Rittal has formed into an one of the biggest 

walled in area produces on the planet.  

Upheld by the m present day PC innovation and 

robotization, Rittal makes an extensive variety of 

fenced in areas and embellishments over worldwide 

to give a definitive in assurance and mounting 

capacities. More than 13,000 and more extraordinary 

sort of items that delivered incorporated into their 

offering, and truly more than many creative things 

included every years.  

Rittal India Pvt ltd. Creates sheet metal parts and 

aid subassembly generation, from the easy to the 

complex. Their experience incorporates modern 

fenced in areas, IT arrangements,  

Sheet metal creation and accuracy designing are 

at the center of Rittal's capacities. Climate clients 

require building assembling and configuration 

administrations, sheet metal prototyping minimal 

effort get together or store network administration; 

Rittal India Pvt Ltd will be their accomplice from co-

improvement to conveyance.  

Electronic bundling, framework atmosphere 

control, control conveyance, correspondence 

frameworks and numerous different parts for a wide 

assortment of enterprises.  

The Rittal idea is a special mix of brilliant 

building, cost proficiency, idealize assurance and 

alluring plan. Climate a mechanical, electronic, 

information correspondence or media transmission 

application, you'll locate a perfect Rittal arrangement. 

Rittal India Pvt Ltd., Has put resources into condition 

of-the are sheet metal creation innovation that enables 

it to fabricate parts with exactness and effectiveness. 

Rittal India Pvt ltd. is an organization principally 

having a place with sheet metal manufacture industry. 

2.5 Power and Vision 

That is what "Rittal – The System. Faster – better 

– everywhere." is all about. 

A workforce of 10,000 produces and creates 

"Rittal – The System." on your benefit. Guaranteeing 

you remain on track for achievement. Take advantage 

of cooperative energy potential with Rittal sister 

organization E-arrange, the main producer of 

programming for cross-disciplinary building 

arrangements. 

Rittal-The System never lose sight their 

responsibility to the environment and society.  

A cash flow statement is a financial report that 

describes the sources of a company's cash and how 

that cash was spent over a specified time period. It 

does not include non-cash items such as depreciation. 

This makes it useful for determining the short-term 

viability of a company, particularly its ability to pay 

bills. Because the management of cash flow is so 

crucial for businesses and small businesses in 

particular, most analysts recommend that an 

entrepreneur study a cash flow statement at least 

every quarter. 

The cash flow statement is similar to the income 

statement in that it records a company's performance 

over a specified period of time. The difference 

between the two is that the income statement also 

takes into account some non-cash accounting items 

such as depreciation. The cash flow statement strips 

away all of this and shows exactly how much actual 

money the company has generated. Cash flow 

statements show how companies have performed in 

managing inflows and outflows of cash. It provides a 

sharper picture of a company's ability to pay 

creditors, and finance growth.  

It is perfectly possible for a company that is 

shown to be profitable according to accounting 
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standards to go under if there isn't enough cash on 

hand to pay bills. Comparing amount of cash 

generated to outstanding debt, known as the 

"operating cash flow ratio," illustrates the company's 

ability to service its loans and interest payments. If a 

slight drop in a company's quarterly cash flow would 

jeopardize its ability to make loan payments, that 

company is in a riskier position than one with less net 

income but a stronger cash flow level.  

Unlike the many ways in which reported 

earnings can be presented, there is little a company 

can do to manipulate its cash situation. Barring any 

outright fraud, the cash flow statement tells the whole 

story. The company either has cash or it does not. 

Analysts will look closely at the cash flow statement 

of any company in order to understand its overall 

health.  

The official name for the cash flow statement is 

the statement of cash flows. We will use both names 

throughout AccountingCoach.com. 

Introduction to cash flow statement 

      The statement of cash flows is one of the 

main financial statements. (The other financial 

statements are the balance sheet, income statement, 

and statement of stockholders' equity.) 

The cash flow statement reports the cash 

generated and used during the time interval specified 

in its heading. The period of time that the statement 

covers is chosen by the company. For example, the 

heading may state "For the Three Months Ended 

December 31, 2016" or "The Fiscal Year Ended 

September 30, 2016". 

The cash flow statement organizes and reports 

the cash generated and used in the following 

categories: 

Parts of the Cash Flow Statement  

Cash flow statements classify cash receipts and 

payments according to whether they stem from 

operating, investing, or financing activities. A cash 

flow statement is divided into sections by these same 

three functional areas within the business:  

• Cash from Operations - this is cash generated 

from day-to-day business operations.  

• Cash from Investing - cash used for investing in 

assets, as well as the proceeds from the sale of other 

businesses, equipment, or other long-term assets.  

• Cash from Financing - cash paid or received 

from issuing and borrowing of funds. This section 

also includes dividends paid. (Although it is 

sometimes listed under cash from operations.)  

• Net Increase or Decrease in Cash - increases in 

cash from previous year will be written normally, and 

decreases in cash are typically written in (brackets).  

Although cash flow statements may vary slightly, 

they all present data in the four sections listed here.  

Classifications of Cash Receipts and Payments  

Cash from Financing 

At the beginning of a company's life cycle, a 

person or group of people come up with an idea for a 

new company. The initial money comes from the 

owners or is borrowed by the owners. This is how the 

new company is "financed." The money that owners 

put into the company is classified as a financing 

activity. Generally, any item that would be classified 

on the balance sheet as either a long-term liability or 

an equity would be a candidate for classification as a 

financing activity.  

Cash from Investing 

The owners or managers of the business use the 

initial funds to buy equipment or other assets they 

need to run the business. In other words, they invest 

it. The purchase of property, plant, equipment, and 

other productive assets is classified as an investing 

activity. Sometimes a company has enough cash of its 

own that it can lend money to another enterprise. 

This, too, would be classified as an investing activity. 

Generally, any item that would be classified on the 

balance sheet as a long-term asset would be a 

candidate for classification as an investing activity.  



Impact Factor.1.14:                         Mayas Publication [ISSN: 2395-5929]                        UGC Jr. No. : 45308           

Emperor International Journal of Finance and Management Research [EIJFMR] Page 36 
 

Paper ID: 13170906   Paper Received : 22/09/2017   Paper Accepted: 28/09/2017   Paper Published : 30/09/2017 

 

 

Cash from Operations 

Now the company can start doing business. It has 

procured the funds and purchased the equipment and 

other assets it needs to operate. It starts to sell 

merchandise or services and make payments for rent, 

supplies, taxes, and all of the other costs of doing 

business. All of the cash inflows and outflows 

associated with doing the work for which the 

company was established would be classified as an 

operating activity. In general, if an activity appears on 

the company's income statement, it is a candidate for 

the operating section of the cash flow statement.  

Methods of Preparing the Cash Flow Statement 

In November 1987, the Financial 

AccounStatementdards Board (FASB) issued a 

"Statement of Financial Accounting Standards" 

which required businesses to issue a statement of cash 

flow rather than a statement of changes in financial 

position. There are two methods for preparing and 

presenting this statement, the direct method and the 

indirect method. The FASB encourages, but does not 

require, the use of the direct method for reporting. 

The two methods of reporting affect the presentation 

of the operating section only. The investing and 

financing sections are presented in the same way 

regardless of presentation methods.  

Direct Method 

The direct method, also called the income 

statement method, reports major classes of operating 

cash receipts and payments. Using this method of 

preparing a cash statement starts with money received 

and then subtracts money spent, to calculate net cash 

flow. Depreciation is excluded altogether because, 

although it is an expense that affects net profits, it is 

not money spent or received. 

Indirect Method 

This method, also called the reconciliation 

method, focuses on net income and the net cash flow 

from operations. Using this method one starts with 

net income, adds back depreciation, then calculates 

changes in balance sheet items. The end result is the 

same net cash flow produced by the direct method. 

The indirect method adds depreciation into the 

equation because it started with net profits, from 

which depreciation was subtracted as an expense. 

Regardless of whether the direct or the indirect 

method is used, the operating section of the cash flow 

statement ends with net cash provided (used) by 

operating activities. This is the most important line 

item on the cash flow statement. A company has to 

generate enough cash from operations to sustain its 

business activity. If a company continually needs to 

borrow or obtain additional investor capitalization to 

survive, the company's long-term existence is in 

jeopardy.  

Cash plays a very important role in the economic 

life of a business. A firm needs cash to make payment 

to its suppliers, to incur day-to-day expenses and to 

pay salaries, wages, interest and dividends etc. In 

fact, what blood is to a human body, cash is to a 

business enterprise. Thus, it is very essential for a 

business to maintain an adequate balance of cash. For 

example, a concern operates profitably but it does not 

have sufficient cash balance to pay dividends, what 

message does it convey to the shareholders and public 

in general. Thus, management of cash is very 

essential. There should be focus on movement of cash 

and its equivalents. Cash means, cash in hand and 

demand deposits with the bank. Cash equivalent 

consists of bank overdraft, cash credit, short term 

deposits and marketable securities. Cash Flow 

Statement deals with flow of cash which includes 

cash equivalents as well as cash. This statement is an 

additional information to the users of Financial 

Statements. The statement shows the incoming and 

outgoing of cash. The statement assesses the 

capability of the enterprise to generate cash and 

utilize it. Thus a Cash-Flow statement may be defined 

as a summary of receipts and disbursements of cash 

for a particular period of time. It also explains reasons 
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for the changes in cash position of the firm. Cash 

flows are cash inflows and outflows. Transactions 

which increase the cash position of the entity are 

called as inflows of cash and those which decrease 

the cash position as outflows of cash. Cash flow 

Statement traces the various sources which bring in 

cash such as cash from operating activities, sale of 

current and fixed assets, issue of share capital and 

debentures etc. and applications which cause outflow 

of cash such as loss from operations, purchase of 

current and fixed assets, redemption of debentures, 

preference shares and other long-term debt for cash. 

In short, a cash flow statement shows the cash 

receipts and disbursements during a certain period. 

The statement of cash flow serves a number of 

objectives which are as follows : 

•  Cash flow statement aims at highlighting 

the cash generated from operating activities.  

•  Cash flow statement helps in planning the 

repayment of loan schedule and replacement of fixed 

assets, etc. 

•  Cash is the centre of all financial decisions. 

It is used as the basis for the projection of future 

investing and financing plans of the enterprise. 

•  Cash flow statement helps to ascertain the 

liquid position of the firm in a better manner. Banks 

and financial institutions mostly prefer cash flow 

statement to analyse liquidity of the borrowing firm. 

• Cash flow Statement helps in efficient and 

effective management of cash. 

•  The management generally looks into cash 

flow statements to understand the internally generated 

cash which is best utilised for payment of dividends.  

Objectives of the Study 

1. The statement of cash flows is a well-

established part of financial reporting, which 

complements the statement of financial position and 

statement(s) of financial performance. It is clear that 

the information provided by the statement of cash 

flows is valuable to investors and other users of 

financial statements. 

2. Entities that prepare their financial 

statements in accordance with IFRS Standards are 

required to follow the requirements of IAS 3 

„Statement of Cash Flows‟.The IASB‟s project on 

„Primary Financial Statements‟ is examining the 

purpose, structure and content of the primary 

financial statements, including the statement of cash 

flows. 

3. This paper presents some ideas to improve 

the usefulness of the statement of cash flows, which 

might be    considered in the course of the IASB‟s 

project. These suggestions, which are not official 

positions of the FRC, are intended to stimulate debate 

by providing an opportunity for those interested in 

financial reporting to comment on them. 

4.  The usefulness of the financial statements is 

greatly enhanced if information reported in one 

statement can be related to information reported 

elsewhere. Thus, for example, the suggestion that 

cash flows from operating activities should be 

positively defined or described and reconciled to 

operating profit would require that the same notion of 

operating activities is used in both the statement(s) of 

financial performance and in the statement of cash 

flows. It is expected that linkage between the 

financial statements will be addressed in the IASB‟s 

„Primary Financial Statements‟ project. 

Need for Study 

  As per the sustainable view there are two needs 

which are mainly followed. They are: - 

•  To analyse the implication of accounting 

standards that was issued by ICAI. 

•  To know accounting practices of Rittal India 

Pvt Ltd., 

Literature Review 

1.Baydoun and willet In the year 2002 suggested 

that differing levels of accounting information are 

more likely to be influenced by culture. Hussein 
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(2002) pointed out that the FASB in 1978 

acknowledged the potential influence that culture 

may have upon the economic, legal, political and 

societal environments accounting. 

 2.Amanda Paul and Eddy Burks In the year 

2009, “Preparing for international financial reporting 

standards” The accounting profession is on the cliff 

of one of the greatest changes to face it since the 

1930s. In the precise not so distant future, there is a 

solid probability that United States sound accounting 

standards (GAAP), as it is known today, will stop to 

exist. In its place will be a worldwide standard 

enveloped by the International Financial Reporting 

Standards (IFRS). This paper will give a past filled 

with IFRS and talk about the course of events of 

meeting, alongside points of interest and disservices. 

This paper will likewise address the future effect on 

accounting training. 

3. Dan Amiran 

In the year 2012 examined the association 

between IFRS adoption and foreign investment 

decisions. This research came up with result that 

foreign equity portfolio investment increase in 

countries that adopt IFRS. 

4. Naranjo et al. 

In the year 2013 examined the influence of IFRS 

adoption towards financial decisions around the 

world. This research came up with result that firms 

are more likely to raise external financing. 

5. Chua et al. 

In the year 2012 ascertain the effect of 

mandatory adoption of IFRS towards quality of 

accounting in Australia using management earning 

and value relevance as the measurements. This 

research came up with result that mandatory adoption 

of IFRS had resulted in better accounting quality than 

the Australian GAAP. 

6. Ahmed, K. et al.  

In the year 2013 have conducted a meta- -

analysis of studies on the effect of IFRS adoption on 

information quality, measured as value relevance and 

discretionary accruals, and on analysts‟ prediction 

quality. Their results suggest: absence of a relevant 

increase in the value of equity and a reduction in 

discretionary accruals; the existence of a significant 

increased value in the results, when assessed by 

pricing models; and improved prediction of outcomes 

by financial analysts. 

Objectives of The Study 

• To study the growth and development of Rittal 

India Pvt Ltd., to study any changes are happened in 

financial statements by adopting accounting 

standards.  To know whether the company adheres to 

all 29 accounting standards. 

• To analysis the implications of accounting 

standards adoption in the sample company 

• To understand the difficulties encountered in 

the implementation of accounting standards by the 

Rittal India Pvt Ltd.,  

• To provide feasible suggestions and 

conclusions for improving the efficiency of the 

company 

Research Methodology 

The research method chosen to carry out the 

study was survey come analytical and descriptive 

study. The study is all about accounting standards 

practiced in preparing financial statement at Rittal 

India Pvt Ltd., Company products are the researcher 

should first determine the kind of information needed 

to answer the researcher questions.  

Secondly he must know the sources of data and 

finally he must know the means by which he will to 

study make used to low primary and secondary data 

for this project report preparation gather information 

which is known as methodology.  

1 Primary data. The primary data was collected 

by the use of a well- structured questionnaire 

containing close- end questions. The researcher 

restored to personal interviews with respondents to 

verify and validate the date besides the questionnaire.  
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2 Secondary data. As far as secondary data is 

concerned the study relied on books, articles, reports, 

bulletins, newspapers, ICAI reports, annual reports of 

Rittal India Pvt Ltd., company prospects, company 

websites, company brochures and annual report, 

through online CD ROM and etc. 

Analysis 

Cash Flow Statement 

This accounting standard is applicable to Rittal 

India pvt Ltd. The Cash and the other cash equivalent 

included in the cash flow statement comprises the 

cash in hand, balance with scheduled banks in current 

accounts. Here cash flow statement has prepared 

under the ˋIndirect methodˋˋas set out in accounting 

standard III issued by companies as per the 

Accounting Standard Rules 2006. 

This accounting standard is applicable to Rittal 

India pvt Ltd. 

The Cash and the other cash equalent included in 

the cash flow statement comprises the cash in hand, 

balance with scheduled banks in current accounts. 

Here cash flow statement has prepared under the 

ˋIndirect methodˋˋas set out in accounting standard III 

issued by companies as per the Accounting Standard 

Rules 2006. 

  

Particulars   December 2016  December 2015 December 2014 

A. Cash flow from operating activities       

Net profit (before taxation) 419,395,743 465,800,042 186697186 

Adjustments for:    

Depreciation 122,347,011 124,905,945 121811418 

Net loss / (gain) on sale/ written off of fixed assets 714,262 4,293,241 3024833 

Unrealized foreign exchange fluctuation (gain) / loss 3,875,682 184,798 9726459 

Provision for doubtful advances - 10,584,849  

Provision for obsolescence of stock - -  

Interest income -24,301,014 -7,586,433 -8744845 

Interest expense 10,355,115 7,251,476 7251476 

Direct taxes paid  -148,926,128 -54,114,172 -54114172 

Net cash from operating activities 89,930,741 271,551,921 266698980 

B. Cash flows from investing activities    

Purchase of fixed assets -187,938,417 -123,817,520 -123817520 

Sale of fixed assets 3,578,979 -368,408 900000 

(Increase) or Decrease in capital work in progress -13,245,078 -19,796,335 -19796335 

Interest received 10,726,319 3,780,617 11000875 

Net cash from/(used in) investing activities -186,878,197 -140,201,646 -131712980 

C. Cash flows from financing activities    

Repayment of long-term borrowings - - -79812024 

Interest paid -10,355,115 -7,702,701 -8236928 

Net cash from financing activities  -10,355,115 -7,702,701 -8236928 
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TABLE – 4.3.2 

TABLE SHOWING CASH FLOW STATEMENT OF RITTAL INDIA PVT LTD 

Particulars 2016 2015 2014 

Cash flow from operating activities 605,433,918 532,386,799 133,069,341 

Cash flow from Investing activities (140,201,646) (186,878,197) (131,712,980) 

Cash flow from financing activities (7,702,701) (10,355,115) (8,236,928) 
ANALYSIS 

       The above table shows the cash flow statement 

for the year 2016, 2015 and 2017. 

Interpretation: 

The above table shows that cash flow from 

operating activities are in the year 2016 Rs. 

605,433,918. , in the year 2015 is Rs.532, 386,799. 

And in Investing activities are in the year 2016 is Rs 

(140,201,646), in the year 2015 is Rs.(186,878,197)., 

and in financing activities are in the year 2016 is 

Rs(7,702,701). , in the year 2015 is Rs (10,355,115). . 

Hence the Cash outflow the Company is less in the 

year 2017 when compared to the year 2016. 

Here  cash flow statement can help us to focus on 

creating excess cash.  Having profits is important.  

Profits are one of the things that help create cash.  

There are other things that can also help us to create 

cash. 

Can pay less for capital equipment you need you are 

creating cash while spending money.  If we can 

collect receivables from customers faster we are 

creating cash.  If we use inventory more efficiently 

we create cash.  Concentrating only on your profit 

and loss statement makes it difficult to focus on cash. 

Uses and Importance of Cash Flows Statements  

Cash flow statements are of great importance to a 

financial manager. The information contained in cash 

flow statement can help the management in the field 

of short run financial planning and cash control. 

Some of the important advantages of Cash-flow 

statements are discussed below:  

1) The projected cash flow statements disclose 

surplus or shortage of cash well in advance. This 

helps in arranging surplus cash as bank deposits or 

investments in marketable securities for short periods. 

Should there be shortage of cash, arrangement can be 

mode for raising the bank loan or sell marketable 

securities 

2) Cash-flow statements are of extreme help in 

planning liquidation of debt replacement of plants 

and fixed assets and fixed assets and similar other 

decisions requiring outflow of cash from the business 

as they provide information about the cash generating 

ability of the business.  

3)  The cash flow statement pertaining to a 

particular year compared with the budget for that year 

reveals the extent to which the actual sources and 

applications of cash were in consonance with the 

budget. This exercise helps in refining the planning 

process in future.  

4) The inter-firm and temporal comparison of 

cash flow statements reveals the trend in the liquidity 

position of a firm in comparison to other firms in the 

industry. It can serve as a pointer to the need for 

taking corrective action if it is observed that the 

management of cash in the firm is not effective. 

5)  Cash-flow statements are more useful in 

short-term financial analysis as compared to fund 

flow statements since in the short run it is cash which 

is more important for executing plans rather than 

working capital.  

Limitations of Cash Flows Statements  

Firstly, the possibility of „window-dressing‟ in 

cash position is more than in the case of working 

capital position of a business. The cash balance can 

easily be maneuvered by deferring purchases and 

other payments, and speeding up collections from 

debtors before the balance sheet date. The possibility 

of such maneuvering is lesser in respect of working 

capital computation. Therefore, a funds-flow 
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statement which shows reasons responsible for the 

changes in the working capital presents a more 

realistic picture than in the cash-flow statement. 

Secondly, the liquidity position of a business does not 

depend upon cash position only. In addition to cash, it 

is also dependent upon those assets, which can be 

converted into cash. Exclusion of these assets while 

assessing the liability of a business obscures the true 

reporting of the ability of business in meeting its 

liabilities on due dates. 

 Thirdly, equating cash generated from the operations 

of the business with the net operating income of the 

business is not fair; while computing cash generated 

from business operations, depreciation on fixed assets 

is excluded. This treatment leads to mis-match 

between the expenses and revenues while 

determining the business results as no charge is made 

in the profit and loss account for the use of fixed 

assets. 

Fourthly, relatively larger amount of cash 

generated from business operations vis-à-vis net 

profit earned   may prompt the management to pay 

higher rate of dividend, which, in turn, may affect the 

financial health of the firm adversely. 

Uses of cash flow statement 

• A cash flow statement tells you where the 

money went.  A profit and loss statement says 

nothing about principal payments you make to the 

bank.  You could have reasonably good profits, but 

the amount of money you pay your bank every month 

could be putting you out of business. 

• Cash flow statements tell you where you 

spent your money.  If you increased inventory you 

used cash.  If you extended more credit to customers 

you used cash.  If you bought lots of capital 

equipment you used cash.  All three of these issues 

won‟t show up on your profit and loss statement. 

• A cash flow statement can help you focus on 

creating excess cash.  Having profits is important.  

Profits are one of the things that help create cash.  

There are other things that can also help you create 

cash. 

• If you can pay less for capital equipment you 

need you are creating cash while spending money.  If 

you can collect receivables from your customers 

faster you are creating cash.  If you use inventory 

more efficiently you create cash.  Concentrating only 

on your profit and loss statement makes it difficult to 

focus on cash. 

• Cash flow statements often provide better 

KPI‟s (Key Performance Indicators) than profit and 

loss statements.  I believe developing excess cash is a 

great KPI.  This is an activity that literally every area 

of your company can get involved in through 

individual drivers. 

• I think being able to know what moves the 

needle on developing excess cash often helps to 

create value.  Knowing what needs to move the 

needle on profits is only part of the story.  Companies 

that concentrate on creating excess cash often also 

create better enterprise value than those companies 

that only concentrate on profits. 

• Cash flow statements help with financing 

decisions.  Buying capital equipment uses cash.  

Growing capacity in your company uses cash.  

Adding inventory uses cash.  Adding customers uses 

cash.  

• The question when we grow our company 

isn‟t whether we will use cash (we will) it‟s how are 

we going to finance our growth.  Sometimes you‟ll 

just use excess cash provided from profits.  

Sometimes you‟ll have to borrow money from the 

bank.  Sometimes you‟ll need to raise outside capital.  

• Understanding where your cash goes and 

how you will provide more cash when you need it are 

key parts of running a successful company.  Don‟t be 

like me and run out of cash without knowing why.  

Understanding your cash flow statement will allow 

you to make better decisions about your business. 
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II. CONCLUSION 

The cash flow statement is distinct from the 

income statement and balance sheet because it does 

not include the amount of future incoming and 

outgoing cash that has been recorded on credit. 

Therefore, cash is not the same as net income, which 

on the income statement and balance sheet, includes 

cash sales and sales made on credit. 
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