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Statement of Cash Flows and Related Matters — Presentation of cash
flows from continuing and discontinued operations

Issues Paper

Objective
1 The objective of this session is to seek EFRAG FR TEG members’ views on the IASB tentative
decisions related to the presentation of cash flows from continuing and discontinued

operations.

2 The IASB’s discussion and decision were informed by the IASB staff paper 20 C.

Structure of the paper

3 This paper is structured as follows:
(a)  IASB tentative decision

(b)  Relevant requirements in IFRS 18 Presentation and Disclosure in Financial

Statements and IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
(c)  IASB Staff analysis
(d)  EFRAG Secretariat analysis
(e)  Appendix 1: Feedback received by the IASB
IASB tentative decision

4 The IASB tentatively decided to propose requiring an entity to present cash flows from

discontinued operations in a separate category of the statement of cash flows.

Relevant requirements in IFRS 18 and IFRS 5
5 Under paragraph 33(c) of IFRS 5, an entity is required to present or disclose the net cash
flows attributable to the operating, investing, and financing activities of discontinued

operations.
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Presentation of cash flows from continuing and discontinued operations - Issues Paper

When determining whether to present information in the primary financial statements, an
entity is required to use the role of the primary financial statements to provide a useful
structured summary. When deciding what to include in the primary financial statements, a
company should focus on presenting information that helps create a clear and useful
summary of its financial results and position. According to paragraph 16 of IFRS 18, a
reporting entity provides a useful structured summary when the reported information

allows users to:

(a) obtain an understandable overview of the entity’s recognised assets, liabilities,

equity, income, expenses, and cash flows;

(b) make comparisons between entities, and for the same entity across reporting

periods; and

(c) allow users to identify items and areas for which they may wish to seek additional

information in the notes.

Considering the above requirements, currently, an entity is required to assess whether to
present in the statement of cash flows the information required by paragraph 33(c) of

IFRS 5 by using the role of the primary financial statements (paragraph 16 of IFRS 18).

IASB Staff analysis

8

10

The IASB staff recommended that the IASB should require entities to present cash flows

from discontinued operations in a separate category within the statement of cash flows.

This recommendation is supported by outreaches, which indicated that users preferred
having the cash flow from continued operations presented separately from the cash flow

from discontinued operations, as this would reduce diversity in practice.
In this process, the IASB Staff considered two alternatives:

(a)  Alternative 1: presenting discontinued operations in separate categories. Following,
this alternative, operations would be presented in subtotals rather than
disaggregated following the categories of operating, investing, and financing cash
flows from discontinued operations. The benefits of having this presentation for cash

flows from discontinued operations are:

(i) it would allow users to focus directly on information about continuing

operations
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(b)

(ii)

(iii)

(iv)

a separate category for discontinued operations would allow entities to apply
judgement in determining whether to present these line items to provide a

useful structured summary or to disclose them in the notes;

the presentation is consistent with the presentation in the statement of

financial performance which increases understandability;

users would still be able to easily calculate the cash flow subtotals by activity
from the information either presented in the statement of cash flows or

disclosed in a note with a cross-reference to the statement of cash flows.

Alternative 2: presenting discontinued operations within each category. This

alternative would allow users see any significant movement of the following

categories relative to the net cash flows by activity. The benefits of having this

presentation are:

(i)

(ii)

It would allow users to easily compare current with prior period amounts of

the net cash flows by activity; and

an entity would always be required to present as line items net cash flows
from the operating, investing and financing activities of discontinued

operations.

EFRAG Secretariat analysis

11

12
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The EFRAG Secretariat supports the IASB’s tentative decision to have a separate subtotal

for cash flows from discontinued operations for the reasons laid out by the IASB staff in

paragraph 10(a).

This is also in agreement with the feedback received on the EFRAG discussion paper on the

statement of cash flows:

(a)

(b)

(c)

some respondents considered that the presentation in the statement of cash flows

should reflect cash flows from discontinued operations similar to the presentation in

the statement of financial performance;

one respondent (auditor) noted that there was diversity in practices surrounding the

presentation of discontinued operations in the statement of cash flows;

some respondents suggested to improve disaggregation in the statement of cash

flows by providing additional information on discontinued operations.
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Questions for EFRAG FR TEG members
13 Do members agree or disagree with the IASB’s tentative decision related to the
presentation of cash flows from continuing and discontinued operations as set out in

paragraph 4? Please explain.
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Appendix 1: Feedback received by the IASB

Feedback received

Feedback from Capital Markets Advisory Committee (CMAC) and Global Preparers Forum (GPF)
members

14

15

16

17

Many CMAC members commented that when estimating future cash flows, they focus their
analysis on cash flows from continuing operations. Therefore, reporting entities’ separately
presenting cash flows from continuing operations and cash flows from discontinued

operations would be the most useful way to facilitate their analysis.

CMAC members, however, were split as to how this presentation should be done.

Specifically, whether:

(a) to present cash flows from discontinued operations within each of the operating,

investing, and financing categories; or

(b)  to present cash flows from discontinued operations in a separate category in the

statement of cash flows.

Some CMAC members considered that presenting discontinued operations within each of
the categories in the statement of cash flows (paragraph 15(a)) was useful for comparing
current with prior periods and reduced the risk of information being omitted. Other CMAC
members, however, prefer presenting cash flows from discontinued operations in a
separate category (paragraph 15(b)) because it was a more structured way to present cash
flows from discontinued operations and was consistent with the presentation in the

statement of financial performance.

Some GPF members indicated that they generally would be able to present line items
consisting only of cash flows from continuing operations. A few preparers raised concerns
about the practical complexity in preparing such a presentation and the risk of
misinterpretation in some cases such as when an entity has intercompany transactions
between continuing and discontinued operations. For example, shared costs or
transactions between continuing and discontinued operations could affect the extent to
which the reported continuing operations cash flows represent the cash flows expected

after the disposal.
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