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Disclaimer

The information in this presentation is for educational purposes only and is not intended to be a 
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be 
referenced. The securities of companies referenced or featured in the seminar materials are for 
illustrative purposes only and are not to be considered endorsed or recommended for purchase or 
sale by BetterInvesting™ / National Association of Investors™. The views expressed are those of the 
instructors, commentators, guests and participants, as the case may be, and do not necessarily 
represent those of BetterInvesting. Investors should conduct their own review and analysis of any 
company of interest before making an investment decision. 

Securities discussed may be held by the instructors in their own personal portfolios or in those of 
their clients. BetterInvesting presenters and volunteers are held to a strict code of conduct that 
precludes benefitting financially from educational presentations or public activities via any 
BetterInvesting programs, events and/or educational sessions in which they participate. Any 
violation is strictly prohibited and should be reported to the CEO of BetterInvesting or the Director of 
Chapter Relations. 

This presentation may contain images of websites and products or services not endorsed by 
BetterInvesting. The presenter is not endorsing or promoting the use of these websites, products or 
services. 
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What We Will Cover

What is a Cash Flow Statement

Difference between Income Statement and Cash 

Flow Statement

Why we look at Cash Flow Statement

What the Cash Flow Statement tells us.
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Income Statement

Income Statement- profitability of a company over a 

set period of time

The set period of time is usually one year or one 

quarter.

To find out if a company is profitable we take the total 

of the sales or revenues and subtract the expenses 

and taxes. 
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Income Statement

Simple Income Statement

SALES

Minus        EXPENSES

Minus TAXES

Equals       NET PROFIT
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Accrual Accounting

Accrual Accounting can sometimes make the 

Income Statement for a company look more 

profitable than the company really is.
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Cash Flow Statement

Cash Flow Statement- tells us how much cash 

actually came into and went out of the business 

during a set time period, usually a year or a 

quarter.  This is called the liquidity of the 

company.
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Cash Flow Statement

We look at the Cash Flow Statement because 

a company can appear profitable on its Income 

Statement and Balance Sheet but be cash poor 

which could lead to serious trouble.
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Cash Flow Statement

Divided into three parts

▪ Operating Activities 

▪ Investing Activities

▪ Financing Activities
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Operating Activities

This is the most important part of the Cash Flow 

Statement. 

It is the money generated from the main focus of 

the business. 

If business is doing well this is positive and 

increasing.
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Cash Flow Statement

If you do nothing else with the Cash Flow Statement, 

check the line labeled “Net Cash provided by Operating 

Activities” and make sure it is going in the same 

direction as the “Net Income” (Earnings) line on the 

SSG.
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Investing Activities

This is money invested in growing the company.  It is 

money spent for property, plant, equipment, or received 

for the sale of property, plants, or equipment.

It is also money put into any long-term investments.

Generally this section is in brackets. This is good.  This 

is investing for the future growth of the company.
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Financing Activities

This area shows where the company got additional 

money beyond retained earnings (earnings from sales).

A company can get additional money from the sale of 

stock, or by borrowing.

Any dividends paid, repurchase of stock and repayment 

of loans is included in this section.
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Free Cash Flow

Many definitions for this term.

Cash from operating activities does not include 

▪ the money a company has spent on new plants, 

stores, or equipment.

▪ does not include dividends paid out.  

Financially strong companies can pay these items 

and still have cash left from operating activities.
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Free Cash Flow

All definitions begin with the operating cash flow 

number.  

Most people then subtract the amount spent on 

Capital Expenditures in Investing Activities. 

Many also subtract the Dividends paid in Financing 

Activities
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Conclusion

Cash Flow Statement gives us a good view of the 

liquidity of a company

▪ It tells us how much cash actually went into 

and out of the company during a set period of 

time.

▪ A company can show a net profit and be cash 

poor.  This could be a very early warning sign 

that serious problems are developing.

Cash from Operating Activities is the most 

important part.
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CASH IS KING
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Contact the 

OKI Chapter Board for free One Hour “Classes to Clubs”

Attend one of our OKI Special Events or Webinars

Visit the LEARNING CENTER on your BetterInvesting.org 

For more ways to learn:

Contact the OKI Chapter via email: 

contact@okitristate.betterinvesting.net

Include presentation title in your subject line.

mailto:contact@okitristate.betterinvesting.net

