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Cash Flow Statement and
Management Reporting (15%)

Syllabus

Introduction - Cash flow statement (Format only) - Cash flow
SJrom Operating Activities, Financing Activities and Investing
Activities. '

Difference between Fund Flow statement and Cash Flow
statement.

Management Reporting - Meaning and Definitions of reports,

Objectives and Purpose of Reporting, Reports to levels of
Management.

4.1) Introduction of Cash flow statement
A Cash Flow Statement is a financial statement that shows the
inflow and outflow of cash and cash equivalents of a business during

a specific accounting period. It explains how cash is generated and
used through operating, investing, and financing activities.

4.1.1) Objectives of Cash Flow Statement
1. To show cash inflows and outflows: It shows how cash is
received and spent during an accounting period.

2. To measure liquidity position: It helps determine whether
the business has enough cash to meet short-term obligations.

3. To analyze operating efficiency: It shows how effectively the
business generates cash from normal operations.

4. To assist in financial planning: Management can plan
future expenses, investments, and financing needs.

S. To evaluate solvency: It helps assess the ability of the
business to repay loans and long-term liabilities.

6. To help investors and creditors: Investors and lenders use

it to judge the financial strength and cash management of
the company.

4.1.2) Purpose of Cash Flow Statement

: | " a
1. To provide information about the actual cash position of 2
business.
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To explain the reasons for changes in cash balance during
g period.
To classify cash flows into:

a. Operating activities

b. Investing activities
c. Financing activities

4, To help in decision-making regarding investments,
~ borrowing, and business operations.

5. To ensure proper cash management and avoid cash
shortages.

) 9) Cash Flow Statement Format
Cash Flow from Operating Activities

?
1
i
i
L
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a'partlculars Amount

INet Profit Before Tax XXXX

Add Depreciation D.9,4.9.4

I Add/ Less: Changes in Working Capital XXXX

% Less: Income Tax Paid XXXX

g‘} et Cash from Operating Activities XXXX

» Cash Flow from Investing Activities ‘

IParticulars Amount
|Purchase of Machinery XXXX)

I {Sale of Equipment XXXX

qurchase of Investments (XXXX)

i; nterest Received XXXX

'} et Cash from Investing Activities XXX
P Cash Flow from Financing Activities

. artlculars Amount
ssue of Share Capital XXXX
ank Loan Received . XXXX

epayment of Loan (XXXX)

Dividend Paid 00 8Y
Unterest Paid aa)
{Net Cash from Financing Activities - XXXX
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4.3) Difference petween fund flow statement and cash flow
statement

Points Cash Flow Fund Flow \1
Statement Statement

Definition Cash flow highlights | Fund flow 1‘epr@é§mﬁ?

& Scope only the movement the movement of
of cash (cash/bank). |working capital

(current assets minusg
current liabilities),

Purpose Cash flow assesses a |Fund flow is used for |
company's ability to  |long-term financial
pay short-term bills. | planning and

analyzing sources/
uses of funds.

Timeframe Cash flow focuses Fund flow is more
on short-term trends. | suited for long-term

planning.

Components Cash flow includes Fund flow includes
operating, investing, |changes in working
and financing capital components.
activities.

Ttem Handling Non-cash items (e.g., | However, depreciation
depreciation) are is treated as a source
added back to net of funds in a fund flow
profit in a cash flow |statement because it
statement. reduces profit without

reducing working
capital.

Mandatory Status| Cash flow statements|While fund flow
are usually statements arc
mandatory generallyvol\,mtau‘yfor
for companies. internal analysis |

4.4) Management Reporting

Management reporting is the internal process of gathermi;
analysing, and communicating financial and operational data g
help managers make informed decisions. Unlike financial rer?ortlf.t’é
which is mandatory and standardized for external part:lels aln
investors, management reports are voluntary, confidentia®

tailored to a company’s specific internal needs
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common Types of Management Reports

1.

2.

Operational Reports: Track day-to- -day activities like
inventory levels, production efficiency, or daily sales.
Strategic Reports: High-level summaries focused on long-
term goals, market trends. and competitive positioning.
Analytical Reports: Use data to find patterns oranswer “why”
performance changed, often including trend analysis.
Department-Specific Reports: Tailored metrics for functions
like HR (turnover rates), Marketing (campaign ROI), or IT
(system uptime).

Core Objectives of Management Reporting

N
)

9

-

uharactenstxcs of Effective Reports

il

b

o

2

3.

4.

Enable Data-Driven Decisions: Provides accurate, tmely
information on revenue, costs, and productivity to support
informed strategic decisions.

Track Performance (KPIs): Monitors key performance
indicators, allowing management to compare actual results
against goals and benchmarks.

Identify Trends and Risks: Identifies emerging issues (e.g.,
rising costs, dropping demand) early to enable proactn’e
remedial action.

Optimize Resource Allocation: Helps managers determine
the most efficient use of labour, capital, and technology
across departments.

Enhance Accountability & Communication: Increases
transparency by documenting performance metrics,
encouraging collaboration across departuments, and holdmc
teams accountable for results.

Purposes of Management Reporting
1.

Strategic Planning: Provides the data necessary to align
daily operations with long-term company goals.

Performance Monitoring: Helps managers monitor
departmental performance and operational efficiencies to
ensure profitability.

Operational Control: Ensures that operations are running
efficiently and according to plan.

Goal Alignment: Aligns business units towards shared
objectwes and improved profitability.

Accurate: Information must be trustworthy.
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o Timely: Reports must be delivered quickly tq facﬂitatef
decisions. ast
o Actionable: Data must be presented in a w
what actions need to be taken.
o Tailored: Customized to the specific needs of
management levels.
Levels of Management Reporting

Management reporting provides information to differen
management according to their needs and responsibij;

1. Top-Level Management Report
Prepared for senior executives and directors for strategic decision- |
making.
Features
e Broad and summarized information
e Long-term planning focus
o Policy and strategic decisions
Examples
e Annual financial reports
e Budgetreports
o Profitability reports
e Market analysis reports
2. Middle-Level Management Report

Prepared for departmental managers to control and coordinate
activities.

Features |
* Detailed but departmental information
* Medium-term planning

* Performance evaluation
Examples

% that Implieg

different

€ levelg of
ties,

* Production reports
° Sales reports

* Cost reports

* Inventory reports

3. Lower-Level (Supervisory) Management Report

Prepared for supervisors and operational managers for day
control. '

Features

-to-day

Highly detailed information

* Short-term and routine focus
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, Operational control

o Daily attendance reports

o Machine utilization reports
o Daily sales reports
e Work progress reports

Tevel of Nature of Purpose
Management Report
| Rk
Top Management Summary Reports Strategic decisions
B10F
Middle Management| Departmental Control and
Reports coordination
Lower Management | Detailed Operational Day-to-day
: Reports operations
B QUESTION BANK

Shorts Questions
Define Cash Flow Statement.
State any two objectives of Cash Flow Statement.

What are the three main activities of a Cash Flow Statement?
Define Management Reporting.

State any two characteristics of effective management reports.

Give any two differences between Cash Flow Statement and
Fund Flow Statement.

(= NN SR R e

. What is the purpose of management reporting?
ong Questions

L. Explain theintroduction, objectives, and purposes of Cash Flow
Statement in detail.

! Prepare the format of Cash Flow Statement and explain
Operating, Investing, and Financing activities.

B Differentiate between Cash Flow Statement and Fund Flow
Statement.

f. Explain Management Reporting and discuss its objectives and
purposes.

Describe the levels of management reporting With'features
and examples.
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