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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG. The 

paper forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does 

not represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG. The paper 

is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in 

public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as 

comment letters, discussion or position papers, or in any other form considered appropriate in the circumstances. 

Improving disaggregation of cash flow information 

Issues Paper 

Objective 

1 The objective of this agenda paper is to seek EFRAG FR TEG’s views on the IASB tentative 

decisions related to improving the disaggregation of cash flow information as part of the 

scope of the Statement of Cash Flows and Related Matters project (SCF project). 

2 This paper is structures as follows: 

(a) Background 

(b) The IASB tentative decisions 

(c) Summary of research findings 

(d) The IASB Staff analysis  

(e) The EFRAG Secretariat analysis  

(f) Appendix 1 – Feedback from EFRAG discussion paper  

(g) Appendix 2 – Existing IFRS requirements on disaggregation 

Background 

3 In September 2025, the IASB tentatively decided to improve the disaggregation of cash flow 

information by strengthening the link between the statement of cash flows and 

information presented or disclosed in other parts of the financial statements in accordance 

with IFRS Accounting Standards other than IAS 7 Statement of Cash Flows. 

4 This tentative decision was based on the feedback from the IASB Staff’s initial 

research and review of a sample of financial statements which showed that entities: 
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(i) aggregated items in the statement of cash flows differently from similar items 

in the statement of financial position without sufficient detail to understand 

the differences between the items; 

(ii) labelled line items in the statement of cash flows differently from items 

representing the same (or similar) concept in the statement of financial 

position; and 

(iii) lack of cross-reference to some line items in the statement of cash flows to a 

relevant note that is cross-referenced in another primary financial statement. 

The IASB tentative decisions – May 2026 

5 The IASB tentatively decided to propose adding: 

(a) application guidance on aggregating and disaggregating line items in the statement 

of cash flows that requires an entity: 

(i) to use, as the basis for disaggregating line items in the statement of cash flows, 

the disaggregation of related line items of assets or liabilities presented in the 

statement of financial position; and 

(ii) to disclose how the disaggregation of line items in the statement of cash flows 

differs from the disaggregation of related line items in the statement of 

financial position, if applicable; 

(b) application guidance on labelling and describing line items that requires an entity to 

use similar labels for items with similar characteristics and different labels for items 

with different characteristics; and 

(c) application guidance specifying that if the information in a note relates to more than 

one primary financial statement, an entity would be required to cross-reference that 

note in each related primary financial statement.  

Summary of research findings 

Components of changes in working capital   

6 Many entities using the indirect method of reporting cash flows from operating activities 

label some items representing change in inventories and operating receivables and 

payables in the period as ‘changes in working capital’ and include varying items of assets 

and liabilities related to its operating activities.  

7 Users of financial statements have indicated that they need information to understand the 

link between ‘changes in working capital’ presented in the statement of cash flows and the 
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related assets and liabilities presented in the statement of financial position. On the other 

hand, preparers did not identify any practical concerns that might prevent entities from 

separating changes in working capital into changes in each individual asset and liability.  

8 The financial statement analysis performed by the IASB Staff has shown that entities: 

(a) aggregated items in the statement of cash flows differently from similar items in the 

statement of financial position, without sufficient detail to allow users to understand 

the differences between the items. For example, changes in accounts receivable and 

other current assets are presented in the statement of cash flows, while trade 

receivables are presented in the statement of financial position; 

(b) label line items in the statement of cash flows differently from items representing 

the same (or similar) concept in the statement of financial position. For example, 

changes in operating receivables are presented in the statement of cash flows, while 

trade receivables are presented in the statement of financial position.  

Cash changes in liabilities from financing activities 

9 Investors found it difficult to reconcile amounts disclosed in accordance with 

paragraphs 44A-44E of IAS 7 (disclosure of changes in liabilities from financing activities) 

with amounts presented in the primary financial statements. The desktop review of 

financial statements showed that it was difficult to link the amounts in the disclosure to 

the amounts in the statement of cash flows, whereas it was possible to link to these 

amounts in the statement of financial position. 

Capital expenditures  

10 The IASB tentatively decided not to develop requirements for disaggregating between 

growth and maintenance capital expenditures based on feedback that it would be difficult 

to develop commonly agreed definitions. 

11 A few investors indicated that having such disaggregation of the expenditures might be 

helpful, including disaggregation between capital expenditures that relate to fixed assets 

and those that relate to intangible assets. 

Dividends received from associates and joint ventures 

12 The review of financial statements showed that all of the sample entities disclose 

information on dividends received from associates and joint ventures in a reconciliation of 

investments accounted for using the equity method in the notes in accordance with IFRS 12 

Disclosure of Interests in Other Entities and provide a cross-reference to the statement of 

financial position. However, only about half of the sample entities cross-referenced the 
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information in the reconciliation to the statement of cash flows, even when these entities 

presented dividends received from associates and joint ventures in their statement of cash 

flows. 

The IASB Staff analysis  

Strengthening the link between line items in the statement of cash flows and line items in the 
statement of financial position  

13 The IASB Staff research identified several examples of related items being aggregated 

differently contributing to difficulty in finding the information necessary for investors to 

understand the link between the statement of cash flows and the statement of financial 

position. These findings are included in paragraphs 6-12 above. 

14 In order to improve disaggregation of related line items across the primary financial 

statements, the IASB Staff suggested that requiring an entity to consider the relationship 

between the statement of cash flows and the statement of financial position when applying 

the aggregation and disaggregation principles to the statement of cash flows would result 

in more consistent disaggregation of related line items. 

15 It was presumed that related items in each statement would share similar characteristics 

and therefore would result in similar aggregation (i.e., repayment of liabilities in the 

statement of cash flows would be expected to share characteristics with the related 

liabilities presented in the statement of financial position).  

16 The IASB Staff acknowledged that an application of the aggregation and disaggregation 

principles would be subject to the requirements in IFRS 18 related to the role of the primary 

financial statements in providing useful structured summaries and therefore can still result 

in different disaggregation of related line items. If this was the case, the IASB Staff 

suggested requiring disclosure to explain the differences. Such disclosure was seen as a 

way of providing material information for users without the need to override the principle 

of useful structured summaries and resulting judgements about presentation made by an 

entity. 

17 Based on the research conducted by the IASB staff, preparers did not identify any practical 

concerns in separating changes in ‘working capital’ into changes in each individual asset 

and liability. It was expected that similar information is available for other items of cash 

flows as well.  There might be incremental costs to gathering information aggregated in a 

different way. Overall, it was expected such cost would be one-off and insignificant, 

because it would use information already gathered rather than requiring new information.  
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Scope of application guidance  

18 The IASB staff considered that introducing application guidance on disaggregating line 

items in the statement of cash flows should focus on the link between the statement of 

cash flows and the statement of financial position because: 

(a) concerns expressed by investors were about the relationship between the statement 

of cash flow and the statement of financial position, rather than the other primary 

financial statements; 

(b) for operating activities under the indirect method, IFRS 18 requires the starting point 

to be operating profit, which will strengthen the link between the statement of cash 

flows and the statement of profit or loss; and  

(c) for investing and financing activities, most of the cash flows from those activities 

relate to changes in assets and liabilities other than dividends received and interest 

received and paid, for which there are already disaggregation requirements and the 

requirement of classification consistent with the statement of profit or loss in 

accordance with paragraphs 34A-34D of IAS 7.  

Consistent labelling 

19 Based on the research done on the “components of working capital’’, the IASB staff 

observed entities might label line items in the statement of cash flows differently from 

items representing the same (or similar) concept in the statement of financial position, 

making it difficult for investors to understand whether they are disaggregated consistently. 

20 The IASB staff considered that using consistent labels for those items that have the same 

characteristics would inform investors whether consistent disaggregation has occurred and 

help them understand the link between items in financial statements. 

21 The IASB staff observed that paragraph 43 of IFRS 18 requires an entity to label and 

describe items of cash flows in a way that faithfully represents the characteristics of the 

item, including information about how it has aggregated or disaggregated cash flows. 

However, the IASB Staff considered that clarifying that consistent labelling of line items 

aggregated based on similar characteristics, and different labelling of line items 

disaggregated based on differing characteristics, is part of a faithful representation of the 

characteristics of that line item. 

Strengthening the links to cash flow information through cross-references 

22 Based on research findings, the IASB staff noted that entities might not cross-reference 

some line items in the statement of cash flows to a relevant note that is cross-referenced 
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in another primary financial statement. This lack of cross-reference in the statement of 

cash flows makes it difficult for investors to locate the information that provides a link 

between the statement of cash flows and the statement of financial position. 

23 The IASB staff also observed that there is inconsistency in practice on cross-reference in 

the statement of cash flows, even though the requirement to cross-reference each item in 

the statement of cash flows to any related information in the notes is contained in 

paragraph 113 of IAS 1 Presentation of financial statements. This requirement was moved 

to IFRS 18, however, the IASB staff did not consider that IFRS 18 becoming effective next 

year would resolve the issue and suggested adding application guidance on this 

requirement. 

EFRAG Secretariat analysis 

Linkage between the SCF and the statement of financial position  

24 The EFRAG Secretariat agrees with the proposed approach to consider the disaggregation 

of related line items of assets or liabilities presented in the statement of financial position 

when deciding how to aggregate and disaggregate line items in the statement of cash flows. 

This would inform investors of the linkage between items presented in the SCF and the 

statement of financial position and facilitate cross-referencing of this information. 

Consistent labelling 

25 The EFRAG Secretariat is of the view that the proposed application guidance for labelling 

and describing line items that requires an entity to use similar labels for items with similar 

characteristics and different labels for items with different characteristics might be 

redundant.  

26 We consider that the existing guidance in the Conceptual Framework for Financial 

Reporting on faithful representation, along with the guidance in paragraph 43 of IFRS 18 

(labelling and describing items in the primary financial statements) provide the necessary 

guidance for entities to report their line items consistently. We also note that IFRS 18 will 

become effective on 1 Jan 2027, and thereafter we can expect to see some changes in the 

way entities apply the aggregation and disaggregation requirements of the standard. 

Guidance on cross-references 

27 The EFRAG Secretariat supports adding application guidance on how cross-referencing1 

should be used across the primary financial statements and the notes. The feedback shows 

 

1 The EFRAG Discussion Paper on Connectivity of Financial and Sustainability Reporting suggests the IASB 

should consider having connectivity requirements related to information within the financial statements. 
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that this requirement is not currently being adhered to by reporting entities as expected 

and the application of IFRS 18 starting next year is unlikely to resolve the problem. 

Questions for EFRAG FR TEG  

28 Does EFRAG FR TEG agree with the IASB’s tentative decision included in paragraph 5? 

29 Does EFRAG FR TEG have any comments or suggestions related to the EFRAG 

Secretariat’s analysis in paragraphs 24-27? 
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Appendix 1: Feedback from EFRAG discussion paper related to 
disaggregation of cash flow information  

Feedback from EFRAG DP Statement of Cash Flows – Objectives, Usage and Issues 

1 The evidence collected by EFRAG’s discussion paper on the statement of cash flows is 

consistent with the IASB’s finding on disaggregation of cash flow information: specific 

disaggregated information that investors seek in the financial statements is not always 

disclosed and obtaining that information would be useful. Some users find the degree of 

detail in the statement of cash flows of many entities insufficient for them to understand 

the sources and uses of cash. 

2 Some stakeholders consider that the current requirements in IAS 7 allow for too much 

aggregation of information in the statement of cash flows. There is also an expectation that 

the principles of aggregation and disaggregation in IFRS 18 would help entities in 

determining the line items to present in the statement of cash flows and the material 

information to be disclosed in the notes. 

3 The input received by EFRAG has primarily focused on more disaggregated information in 

relation to: 

(a) the items whereby (operating) profit or loss is adjusted under the indirect method 

of presenting cash flows from operating activities, particularly in relation to ‘non-

cash add-back items’; 

(b) capital expenditures used for maintenance (maintenance CAPEX) versus capital 

expenditures for growing a business (growth/investment CAPEX) - some 

stakeholders have expressed a wish to have capital expenditures related to 

maintenance presented separately from capital expenditures related to growth. 

However, a national standard-setter and an association of users considered that such 

a distinction was difficult to implement in practice and questioned whether the 

resulting information would be useful. A group of academics observed that that this 

distinction was missing from the current IAS 7 requirements. The group of academics 

favoured a separate presentation of growth investments and noted that a clear 

definition of maintenance and growth CAPEX were essential to enable this 

classification. One way to address this problem is to provide more granular 

disclosures on CAPEX figures to enable users to make their own assessment; 

(c) dividends to controlling versus non-controlling interest - IAS 7 does not distinguish 

between dividends to non-controlling interests and to common shareholders. Two 

national standard-setters and a group of academics have suggested that these 
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should be presented separately. This information would, for example, be relevant 

for users estimating the value of the parent entity’s equity by considering dividend 

payments; 

(d) segment information on cash flows – a group of academics suggested that 

segmented cash flow information should be provided. They considered that segment 

information on cash flows is important as cash flows can be very different for 

different segments of a business (i.e., an insurance business and a bank business in 

the same group).  
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Appendix 2: Existing IFRS requirements on disaggregation 

IFRS 18 requirements on disaggregation 

4 Paragraph 41 of IFRS 18 Presentation and Disclosure in Financial Statements sets out 

general principles which apply to all the financial statements including the statement of 

cash flows. It requires an entity to: 

(a)  disaggregate items whenever the resulting information is material; 

(b) disaggregate items based on characteristics that are not shared; and 

(c) determine whether to present the disaggregated items as line items in the primary 

financial statements or disclose them in the notes, based on the role of the primary 

financial statements in providing useful structured summaries and the role of the 

notes in providing material information. 

5 IFRS 18 further provides examples of income and expenses (paragraph B79 of IFRS 18) and 

assets, liabilities and items of equity (paragraph B111 of IFRS 18) that might have 

sufficiently dissimilar characteristics that would require presentation in the statement of 

profit or loss or statement of financial position or disclosure in the notes to provide material 

information. IFRS Accounting Standards, however, do not provide such examples for items 

of cash flows. 

6 There are further IFRS requirements to disaggregate some specific cash flow information, 

which are characterised as specific line items in accordance with paragraph 23 of IFRS 18 

including: 

(a) each of interest and dividends received and paid (paragraph 31 of IAS 7); 

(b) taxes on income (paragraph 35 of IAS 7); 

(c) aggregate cash flows arising from obtaining or losing control of subsidiaries or other 

businesses (paragraph 39 of IAS 7); and 

(d) the net cash flows attributable to the operating, investing and financing activities of 

discontinued operations (paragraph 33(c) of IFRS 5 Non-current Assets Held for Sale 

and Discontinued Operations). 

IFRS 18 requirements on labelling and cross-reference 

7 IFRS 18 has general requirements on labelling and cross-reference which also apply to the 

statement of cash flows. These requirements are as follows: 

(a) labelling - paragraph 43 of IFRS 18 requires an entity to label and describe line items 

presented in the primary financial statements or items disclosed in the notes in a 
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way that faithfully represents the characteristics of the item, providing all 

descriptions and explanations necessary for a user to understand the item, which 

include in some cases information about how it has aggregated or disaggregated 

assets, liabilities, equity, income, expenses and cash flows; 

(b) cross-reference - paragraph 114 of IFRS 18 requires an entity to cross-reference each 

item in the primary financial statements to any related information in the notes, and, 

if amounts disclosed in the notes are included in one or more line items in the 

primary financial statements, to disclose in the note the line item(s) in which the 

amounts are included. 

 

 

 

 

 

 

 

 

 

 


