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Balance Sheet Cash Flow Statement (CFS)

Go through each item to work out where the cash flows should sit

=) ok

FINANCIALEDGE!
Assets Liabilities and Equity .
Cash pr———— ( Accounts receivable )
Short-term investment Finance leases .
yYCoprmp—p—— P = To attract customers (a key part of operations)
- they are offered a credit period - they owe me money
Inventories Taxes payable
Prepaid expenses Accrued expenses
Other current assets Notes payable ( Inventories )
Total current assets Commercial paper
Net PP&E Total current liabilities Without inventory, the company cannot
Intangibles Long-term debt sell (a key part of operations)
Goodwill I Other long-term liabilities
Financial investments Total liabilities
Deferred tax assets Common stock ( “Other” assets & liabilities )
Other long-term assets Additional paid in capital
Total assets | Retained earnings Hard to decide whether these are operating activities
Treasury stook (go to the footnotes to check)
Total liabilities and equity
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Investing flows

Assets

ies and Equity

Cash Short-term debt
Nothing todo Short-term investment I Finance leases Looking toinvestin
with operations Accounts receivable Accounts payable long term operations
Inventories Taxes payable
Prepaid expenses Accrued expenses
.Short-term Other current assets Notes payable Net PP&E:
investment: Total current assets Commercial paper
Net PP&E Total current liabilities LOOking to invest in the
Not to do with Intangibles Long-term debt Iong—term operotions,
operations, but rather Goodwill Other long-term liabilities by buying machinery
cash that's lying around Financial investments Total liabilities and equipment

(moybe from stocks Deferred tax assets Common stock

(an investing cash flow)
or shares)

Other long-term assets Additional paid in capital

Total assets Retained earnings

Treasury stock

Total liabilities and equity

FINANCIALEDGE!

Financing flows

Liabilities and Equity

Cash inflows

Share issue

Assets
) Cash

Short-term debt

Short-term investment

Finance leases

Accounts receivable

Accounts payable

Inventories

Taxes payable

Cash outflows

Prepaid expenses

Accrued expenses

Other current assets

Notes payable

Short term debt
Notes payable
Commercial paper

Paid off financiers

Common stock or additional paid in capital

(E.g. share purchase)

Total currentassets

Commercial paper

Net PP&E

Total current liabilities

Intangibles

I Long-term debt

Goodwill

Other long-term liabilities

Financial investments

Total liabilities

Deferred tax assets

Common stock

Other long-term assets

Additional paid in capital

Total assets

Retained earnings

Treasury stock

Total liabilities and equity
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Retained earnings

C

)

QQ Operating:

May be net income or
reinvested profit

Financing:

May be dividends paid

Net PP&E

C

Assets Liabilities and Equity

Cash

Short-term debt

Short-term investment

Finance leases

Accounts receivable

Accounts payable

Inventories

Taxes payable

Prepaid expenses

Accrued expenses

Other current assets

Notes payable

@' Investing:

May be due to
capital expenditure

May be due to
depreciation

OO Operating:

Total current assets

Commercial paper

Intangibles

C

Net PP&E Total current liabilities
Intangibles Long-term debt
Goodwill Other long-term liabilities

Financial investments

Total liabilities

(@J | Investing:

Purchases of
intangibles

Amortization
of intangibles

OO Operating:

Deferred tax assets

Common stock

Other long-term assets

Additional paid in capital

Total assets

"Retcined earnings |

Treasury stock

Total liabilities and equity

FINANCIALEDGE!

Why is cash left out?

T

Cash

Short-term debt

Cash flows involving short term investments

Cash flows involving accounts receivable
Cash flows involving inventories

Etc.

JiEEEEEEEEEEEEEEEEEEEEEEN,

Cash at the end
of the period

Yasnssmssnsnmsnnnnnnnnnna®

Short-term investment

Finance leases

Accounts receivable

Accounts payable

Inventories

Taxes payable

Prepaid expenses

Accrued expenses

Other current assets

Notes payable

Total current assets

Commercial paper

Net PP&E Total current liabilities
Intangibles Long-term debt
Goodwill Other long-term liabilities

Financial investments

Total liabilities

Deferred tax assets

Common stock

Other long-term assets

Additional paid in capital

Total assets

Retained earnings

Treasury stock

Total liabilities and equity
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3. Reconciling Two Balance Sheets

to Net Cash

FINANCIALEDGE!
BAid U
Cash 10.0 20.0
Accounts receivable 100.0 120.0
Inventory 80.0 100.0
Financial investments 20.0 30.0
Total assets 210.0 270.0
Accounts payable 70.0 90.0
Debt 40.0 60.0
Equity 100.0 120.0
Liabilities and equity 210.0 270.0
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Balance Sheet YrO

Cash 10.0
Accounts receivable 100.0
Inventory 80.0
Financial investments 20.0
Total assets 210.0
Accounts payable 70.0
Debt 40.0
Equity 100.0
Liabilities and equity 210.0

o3 (5) 0! )

20.0
120.0

@t; -

270.0

Reconcile both 90.0
to net cash

60.0
120.0
270.0

FINANCIALEDGE!

03 (9) e GOk
Investing flows i i

Financing flows

Balance Sheet Yro Yri

Cash 10.0 20.0
Accounts receivable 100.0 120.0
Inventor 80.0 100.0
Financial investments 20.0 30.0
Total assets 210.0 270.0
Accounts payable 70.0 90.0
Debt 40.0 60.0
Equity 100.0 120.0
Liabilities and equity 210.0 270.0
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Cash Flows:

Balance Sheet YrO

Cash 10.0 Spent cash 20.0
Accounts receivable 100.0 VN 120.0
Inventory 80.0 mmmm ( Bought more inventory) Y 100.0
Financial investments 20.0 30.0
Total assets 210.0 270.0
Accounts payable 70.0 If assets have gone up, 90.0
Debt 40.0 h cash has gone down 60.0
Equity 100.0 120.0
Liabilities and equity 210.0 270.0
FINANCIALEDGE!

Cash Flows:

Balance Sheet YrO

Cash 10.0 20.0
Accounts receivable 100.0 = If a Ijability or 120.0
Inventory 80.0 h zg::%g:;g:gi:p’ 100.0
Financial investments 20.0 30.0
Total assets 210.0 Got more cash from the bank 270.0
Accounts payable 70.0 90.0
Debt 40.0 smmm ‘ Increase in debt ’- mmm 60.0
Equity 100.0 120.0
Liabilities and equity 210.0 270.0
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Cash Flows:
Cash 10.0 20.0
Accounts receivable 100.0 Operating -20.0 120.0
Inventory 80.0 Operating -20.0 100.0
Financial investments 20.0 Investing -10.0 30.0
Total assets 210.0 270.0
Accounts payable 70.0 Operating 20.0 90.0
Debt 40.0 Financing 20.0 60.0
Equity 100.0 Financing 20.0 120.0
Liabilities and equity 210.0 270.0
FINANCIALEDGE!

Balance Sheet Yro yril Cash Flow Statement

Cash 10.0 20.0 (Inc) dec in accounts receivable  -20.0
Accounts receivable 100.0 120.0| Operating -20.0 (Inc) dec in inventories -20.0
Inventory 80.0 100.0| Operating-20.0 Inc (dec) in accounts payable 20.0
Financial investments 20.0 30.0| Investing-10.0 Cash from operations -20.0
Total assets 210.0 270.0 (Inc) dec in investments -10.0
Accounts payable 70.0 90.0| Operating 20.0 Cash from investing -10.0
Debt 40.0 60.0 Financing20.0 Inc (dec) in debt 20.0
Equity 100.0 120.0| Financing 20.0 Inc (dec) in equity 20.0
Liabilities and equity 210.0 270.0 Cash from financing 40.0
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Cash £+ 10.0 20.0 (Inc) dec in accounts receivable  -20.0
Accounts receivable i 100.0 120.0 (Inc) dec in inventories -20.0
Inventory 80.0 100.0 Inc (dec) in accounts payable 20.0
Financial investments 20.0 30.0 o Cash from operations -20.0
Total assets 210.0 270.0 i | (Inc) dec in investments -10.0
Accounts payable 70.0 90.0 Q o Cash from investing -10.0
Debt i 400 60.0 | inc (dec) in debt 20.0
Equity i 1000 120.0 E e (dec) in equity 20.0
Liabilities and equity i  210.0 270.0 o Cash from financing 40.0
A v
Beginning Cash 10.0 + Net cash flow 10.0
FINANCIALEDGE!

4. BASE - Balance Sheet Items
Impacted by Two Cash Flow
Statement Items
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Cash flow statement

Balance sheet Balance sheet

Beginning Add Subtract Ending

FINANCIALEDGE!

| Beginnin
Net PP&E ?Yeor 0)

{

F_ CapEx ﬁl Investing
E ©)) (Capital expenditure) !n’ cash flow m
a - Operati
‘Qr Depreciation LHORLE P ond Nt PPEE
(property plant

and equipment)

/=g

Ending
Net PP&E (Year 1)

FINANCIALEDGE!

© 2026 Financial Edge Training 10
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' Beginnin

m Net PP&E?YeGFO) E.E CapEx

(Capital expenditure)

E?-! CapEx — '

Ending
©) (Copital expenditure) - m Net PP&E (Year 1)

‘ Depreciation
'fd w Beginnin

- m Net PP&E ?Yecr 0)

Endi "
Em N';t g‘pig (Year1) Back-solve to find CapEx

2:
- i
0

FINANCIALEDGE!

Beginning
Net intangibles

Purchases of q Investing

intangibles @ I cash flow

Amortization OO gf:r:‘f’mg

Net
Intangibles
Ending
Net intangibles
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Beginning
Retained earnings

OB

/N
+1:0 @ly vetincome oo @/

8 Y

L2 . s Financing

earnings

/\ .
e Ending
F\// Retained earnings
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5. Operating Working Capital
in the Cash Flow Statement
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Operating working capital (OWC)

V —

Reduce the number

of lines in a cash
flow statement

FINANCIALEDGE!

:| (Inc) dec in accounts receivable

!| (inc) dec in inventories

Inc (dec) in accounts payable

Cash from operations

(Inc) dec in investments

Cash from investing

Inc (dec) in debt

Inc (dec) in equity

Cash from financing

Net cash flow

Operating working
&~ capitalitems

Sum up and report one line

as the increase or decrease
in operating working capital
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Cash Flow Statement Accounts receivable -10

(Inc) dec in accounts receivable (10.0) Inventories -25
(Inc) dec in inventories (25.0) *

Inc (dec) in accounts payable 15.0 @ Accounts payable s
Cash from operations (20.0) Operating working capital=  -20
(Inc) dec in investments (10.0)

Cash from investing (10.0)

Inc (dec) in debt 20.0

Inc (dec) in equity 20.0

Cash from financing 40.0

Net cash flow 10.0

FINANCIAL EDGE!

Accounts receivable -10
. Cash Flow Statement
Inventories -25

(Inc) decinowc (20.0)
Accounts payable +15 .

Cash from operations (20.0)

Operating working capital=  -20 (Inc) dec in investments (10.0)

Cash from investing (10.0)

Inc (dec) in debt 20.0

Inc (dec) in equity 20.0

Cash from financing 40.0

Net cash flow 10.0
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6. Steps to Building a
Cash Flow Statement

FINANCIALEDGE!

Categorize balance sheet accounts

et (©) Jo! =)
Cash flows from Cash flows from Cash flows from
operations (CFO) investing (CFI) financing (CFF)

FINANCIALEDGE!
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©

Calculate changes not captured by reconciliations

( Change in inventory ) (Chonge in accounts payqble) (Chonge in accounts receivqble)

FINANCIALEDGE!

©

Harder reconciliations & Operating Working Capital calculations

Summarize OWC
(Operating Working Capital)

Analysis

Net PP&E Net Retained
intangibles  earnings

FINANCIALEDGE!
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Prepare the Cash Flow Statement (CFs)

e &

Net cash flow Get to the
ending cash

FINANCIALEDGE!
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