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Statement of Cash Flows and Related Matters — Cash flow measures
Issues Paper
Objective

1 The objective of this session is to seek EFRAG FR TEG members’ views on the IASB tentative

decisions related to improving the transparency of information about cash flow measures.
Structure of the paper
2 This paper is structured as follows:
(a)  IASB tentative decision related to cash flow measures
(b)  IASB Staff analysis
(c)  EFRAG Secretariat analysis
(d)  Appendix 1: Feedback received by the IASB
IASB tentative decision related to cash flow measures
3 In December 2025, the IASB tentatively decided to propose:

(@) including requirements for Management-Defined Performance Measures
(MPMs)for cash flow measures in IFRS 18 Presentation and Disclosure in Financial

Statements and not in IAS 7 Statement of Cash Flows.

(b)  extending the definition of MPMs in paragraph 117 of IFRS 18 from ‘a subtotal of
income and expenses’ to ‘a subtotal of income and expenses or a subtotal of cash

inflows and outflows’.

(c) including application guidance in IFRS 18 to clarify that subtotals combining income

and expenses and cash flows are MPMs.

(d) including application guidance in IFRS 18 to require an entity to disclose the effects

of income tax and non-controlling interest for reconciling items if reconciling an
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MPM that is a subtotal of income and expenses and cash flows to a subtotal in the
statement of profit or loss.
(e)  specifying that some subtotals of cash inflows and outflows are not MPMs, namely:
(i) the subtotal of the operating activities category;
(i)  the subtotal of the investing activities category; and
(iii)  the subtotal of the financing activities category.

(f)  extending the disclosure requirement in B137(a) of IFRS 18 so that, for each
reconciling item, an entity be required to disclose the amount(s) related to each line

item in the statement to which the MPM is reconciled - that is:

(i) to disclose amounts related to line items in the statement of profit or loss if

the MPM is reconciled to that statement; and

(i)  to disclose amounts related to line items in the statement of cash flows if the

MPM is reconciled to that statement.

The IASB will further research the benefits and costs of applying this disclosure requirement
to reconciling items that relate to operating activities in the statement of cash flows when

reported using the indirect method.

The IASB’s discussion and decision were informed by the |ASB staff paper 20 A and are

based on the feedback received from users and preparers at the November 2025 Capital
Markets Advisory Committee (CMAC) and Global Preparers Forum (GPF) meetings. The
feedback is included in Appendix 1 to this paper.

IASB Staff analysis

Whether to include the requirements for cash flows measures in IFRS 18 or develop requirements
for cash flow measures in IAS 7

6

Based on the feedback received as summarised in the above paragraphs, the IASB staff
considered that including all relevant MPMs in one IFRS Accounting Standard would
improve consistency in application and enhance the understanding of the requirements

based on the following reasons:

(a) developing a separate set of requirements for cash flow measures would involve

significant duplication;

(b)  having a single definition of an MPM and a single reference point for their disclosure

requirements simplifies application; and
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having the same requirements for measures based on the statement of profit or loss
and measures based on the statement of cash flows facilitates application guidance

for measures that might affect line items in both statements.

7 Appendix A of the IASB Agenda paper 20A provides the illustrative amendments to the

requirements for MPMs in IFRS 18 and its application guidance to reflect the fact that the

scope of these requirements has been extended to include cash flow measures.

How to expand the definition of an MPM and related disclosure requirements to also apply to
cash flow measures

8 Based on the feedback received and the review of financial statements, the IASB staff is

proposing that:

(a)

(b)

(c)

cash flow measures that include only cash inflows or only cash outflows (such as
capital expenditures) — such measures should not be captured within the
requirements of MPMs applying the definition ‘a subtotal of cash inflows and
outflows’. These types of measures are not ‘used to communicate to users of
financial statements management’s view of an aspect of the financial performance
of the entity as a whole’, which is another aspect of the definition of an MPM.
Furthermore, limiting the cash flow measures to subtotals of cash inflows and
outflows aligns with the MPM requirements in IFRS 18 which include only subtotals

of income and expenses excluding subtotals of only income or only expenses;

measures that include income and expenses and cash flows — such measures should
be within the scope of the requirements for MPMs. The financial statements
reviewed showed that it was difficult to clearly distinguish between measures based
on the statement of profit or loss and those based on the statement of cash flows.
Some entities reconcile such measures to a subtotal in the statement of cash flows,
while others reconcile them to a subtotal in the statement of profit and loss. Having
a definition based on either income or expenses or cash inflows and outflows might
not include such measures because these measures combine elements of both types
of measures. Therefore, the IASB staff proposes that application guidance could be
included in IFRS 18 to specify that a measure including a combination of income and

expenses and cash flows is an MPM;

disclosure for the effects on NCI and income tax — in July 2025, the IASB tentatively
decided not to extend the IFRS 18 requirement to disclose the income tax effect and
the effect on NCI for each item disclosed in the reconciliation to cash flow measures.

Considering that the MPM requirements for cash flow measures will be included in
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IFRS 18, the IASB decided to use the starting point of the reconciliation to determine
whether this disclosure requirement should apply. If an entity reconciles a measure
to a subtotal in the statement(s) of financial performance, then the most directly
comparable subtotal is a measure of profit or loss and the requirement to disclose

the effect on tax and NCI should apply;

(d)  subtotals of cash flows that are not MPMs — based on the feedback received, the
IASB staff proposes that the three subtotals mentioned in paragraph Error!
Reference source not found. are excluded from the requirements for MPMs. These

subtotals could be used for reconciling subtotals of cash inflows and outflows;

(e) extending the disclosure requirement on reconciling items to cash flow measures —
considering the CMAC and GPF feedback, the IASB staff is proposing that the
disclosure requirements on reconciling items is extended to cash flow measures. The
IASB staff is to perform further outreach with users and preparers to assess the
extent of the cost-benefit concerns expressed by some GPF member related to
providing disclosure on reconciling items in the operating cash flows presented using

indirect method as indicated in paragraph Error! Reference source not found..

EFRAG Secretariat analysis

9

10

11

12

The EFRAG Secretariat supports the approach taken by the IASB to extend the
requirements in IFRS 18 to also apply to cash flow measures by improving the transparency
of information about cash flow measures without the need to define them. This approach
is also consistent with the feedback received on the EFRAG discussion paper on the
statement of cash flows suggesting that having MPMs for cash flows measures was

preferred alternative to defining measures.

We agree with including the requirements relating to all types of MPMs in one IFRS
Accounting Standard for the reasons laid out by the IASB Staff. We consider this approach
to be an effective way to ensure consistent application and enhance understanding of the

MPM requirements for the financial statements.

The EFRAG Secretariat also supports the IASB’s tentative decisions related to expanding the
definition of MPMs and the related disclosure requirements to also apply to cash flow

measures.

More of a side comment, the EFRAG Secretariat observes that in the US there is a push to
streamline disclosure requirements and tie them to materiality in order to reduce

complexity in financial reporting. This approach has been taken as a priority by the new US
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SEC Chairman to reduce the disclosure overload over public companies and make IPOs
attractive again. The SEC proposals to address these matters are expected as early as the

next year.

Questions for EFRAG FR TEG members

13

Do members agree or disagree with the IASB’s tentative decisions related to improving
the transparency of information about cash flow measures as set out in paragraph 3?

Please explain.
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Appendix 1: Feedback received by the IASB

Feedback received

Feedback from CMAC and GPF members

14

15

16

17

18

19

At the November 2025 CMAC and GPF meetings, members provided their views on how to
develop MPM requirements for cash flow measures and the related reconciliation

disclosures.

Many stakeholders considered the extension of the requirements for MPMs in IFRS 18 to
also apply to the cash flow measures as a pragmatic way to improve transparency of

information about such measures.

Both groups agreed that commonly used cash flow subtotals, could be excluded from MPM
disclosure requirements and used as anchor points for reconciling cash flow measures to

the statement of cash flows. These subtotals include:
(a)  net cash from operating activities;

(b)  net cash used in investing activities; and

(c)  netcash used in financing activities.

Many GPF members supported using net cash from operating activities to reconcile free
cash flow (FCF) measures to the statement of cash flows. CMAC members, however,
expressed mixed views as to whether to use the commonly used subtotal net cash from
operating activities or to specify an additional FCF subtotal. Some CMAC members
considered that a dedicated subtotal would serve as an anchor for FCF, provide a consistent
reference, and enhance clarity despite the practical challenges of finding a common

definition for an FCF measure.

Many CMAC members commented that it would be helpful to disclose the amounts related
to each line item in the statement of cash flows for each reconciling item in the
reconciliation of cash flow measures. This was seen as particularly important for complex
adjustments when a reconciling item relates to multiple line items in the statement of cash
flows, such as net capital expenditure or net interest payments. Some members highlighted
that this disclosure would make the reconciliation of the working capital under the indirect

method more transparent and useful.

Some GPF members noted that providing disclosure about the amounts of reconciling
items relating to line items in the investing and financing categories in the statement of

cash flows (i.e., net capital expenditure and net interest payments) would not be difficult.
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However, providing such disclosure for line items in the operating category reported under

the indirect method, might not be possible under their existing accounting systems.

Finally, CMAC members noted that adjusted cash flow measures relating to operating cash
flows, specifically FCF measures, are more important than other types of cash flow
measures. However, they considered that disclosures about cash flow measures related to

investing and financing activities were also useful.

Other stakeholder feedback

21

During the IASB’s initial outreach, some stakeholders considered that it might be unclear
under IFRS 18 whether a certain measure is an MPM or cash flow measures outside the
scope of the MPM requirements, based on how some measures are constructed. They
suggested that applying disclosure requirements for both MPMs (as defined in IFRS 18) and
cash flow measures would provide transparency for both types of measures, lessening the
importance of the distinction between the two. Further, including both types of measures
in the financial statements and having reconciliations is more important than other

disclosure requirements that might be specific to either measure.

Review of financial statements and other related research

22

23

24

The IASB staff reviewed the financial statements of 25 non-financial entities to assess how
the concept of ‘subtotals of income statement and expenses’ in the definition of an MPM

could be extended to cash flow measures.

It was observed that 20 of the 25 financial statements reported adjusted operating cash
flow or free cash flow type measures, accompanied either by a reconciliation to a subtotal
in the statement of cash flows or the statement of profit or loss, or by a narrative

explanation.

Further, reports published by ESMA (2019) and the UK Financial Reporting Council (2021),
both found that that free cash flow and capital expenditure were the most reported cash

flow-related measures.
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