I F RS Agenda ref 3

10 July — 11 July 2012

IFRS Interpretations Committee Meeting < |c march 2012 | IASB January 2012

Project IAS 7 Statement of Cash Flows

Paper topic  Examples illustrating the classification of cash flows

CONTACT Denise Durant ddurant@ifrs.org +44 (0)20 7246 6469

This paper has been prepared by the staff of the IFRS Foundation for discussion at a public meeting of
the IFRS Interpretations Committee. Comments made in relation to the application of an IFRS do not
purport to be acceptable or unacceptable application of that IFRS—only the IFRS Interpretations
Committee or the IASB can make such a determination. Decisions made by the IFRS Interpretations
Committee are reported in IFRIC Update. The approval of a final Interpretation by the Board is reported
in IASB Update.

Purpose of this paper

1. The purpose of this paper is to analyse some examples that illustrate the
classification of the cash flows. The analysis presented in this paper is aimed at
testing the principle for classification of the cash flows identified by the
Committee at the March 2012 meeting and to determine how existing guidance in

IAS 7 Statement of Cash Flows could be further clarified.

2. Our objective is not to perform a major revision or restructuring of IAS 7. Our

findings in this paper are limited to the fact patterns analysed.

3. We will report the Committee’s observations and conclusions to the Board at a

future meeting.

Background information

4. At its March 2012 meeting, the IFRS Interpretations Committee (the Committee)
discussed a request from the Board (refer to IASB Update, January 2012) to
review requests that it had received in relation to IAS 7, with the aim of
determining whether the Board could look collectively at issues that the

Committee had recently discussed regarding the classification of cash flows under
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IAS 7 (refer to IFRIC Update from November 2011). The requests reviewed by

the Committee at the March 2012 meeting are included in Agenda Paper 7 from

March 2012.

At the March 2012 meeting, the Committee noted that two ‘principles of

classification’ in IAS 7 have been used to support the Committee’s decisions

(either for issuing an agenda decision or for proposing an annual improvement).

These two principles and the Committee’s recommendation

IFRIC Update of March 2012, as follows (emphasis added):

were reported in the

(@) cash flows in IAS 7 should be classified in
accordance with the nature of the activity to which
they relate, following the definitions of operating,
investing and financing activities in paragraph 6 of IAS
7% and

(b) cash flows in IAS 7 should be classified
consistently with the classification of the related or
underlying item in the statement of financial
position. This approach could also lead, in some
circumstances to splitting transactions into their
different  operating, investing and financing

components?.

The Committee observed that the primary principle
behind the classification of cash flows in IAS 7 is that
cash flows should be classified in accordance with the
nature of the activity in a manner that is most
appropriate to the business of the entity in accordance
with the definitions of operating, investing and
financing activities in paragraph 6 of IAS 7. The
Committee noted that it will use this as a guiding principle
when analysing future requests on the classification of

cash flows. The Committee also recommended that the

" In the following pages we will refer this approach as “Principle 1°.

? In the following pages, we will refer this approach as ‘Principle 2’.
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Board should clarify the primary principle behind the

classification of cash flows in IAS 7.

At a future meeting the staff will present to the Committee
an analysis that will consider some other fact patterns that
would illustrate the application of the identified principle
behind the classification of the cash flows. The staff will
report the Committee’s observations to the Board at a

future meeting.

The Committee observed that the primary principle behind the classification of
cash flows in IAS 7 is that cash flows should be classified in accordance with the
nature of the activity in a manner that is most appropriate to the business of the
entity, in accordance with the definitions of operating, investing and financing
activities in paragraph 6 of IAS 7; this is what we will be referring in this paper as

‘Principle 1°.

The primary principle identified by the Committee, Principle 1, is based on the
guidance in paragraph 11 of IAS 7, which states that (emphasis added):

An entity presents its cash flows from operating,
investing and financing activities in a manner which is
most appropriate to its business. Classification by
activity provides information that allows users to assess
the impact of those activities on the financial position of the
entity and the amount of its cash and cash equivalents.
This information may also be used to evaluate the

relationships among those activities.

The Committee noted that it will use the identified principle as a guide when
analysing future requests on the classification of cash flows. The Committee

further directed the staff to:

(a) analyse some examples that would test the application of the identified

principle; and
(b) determine how to make this principle clearer in IAS 7.
This paper responds to the Committee’s request from the March 2012 meeting.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Unsolicited comment letters on the Committee’s recommendation

10.

11.

12.

We have received two unsolicited comment letters. One came from the
Asociacion de Empresas Constructoras de Ambito Nacional (SEOPAN) in Spain
and the other from the European Construction Industry Federation (FIEC). We
reproduce these letters in Appendix C of this paper for the Committee’s
consideration.

Both commentators strongly disagree with the Committee’s recommendation at
the November 2011 meeting (refer to IFRIC Update from November 2011) to
amend paragraph 14 of IAS 7 to explicitly state that cash receipts and payments
from construction or upgrade services related to service concession arrangements
within the scope of IFRIC 12 are cash flows from operating activities. These
commentators believe that cash outflows relating to construction services under a
service concession arrangement represent, instead, investing cash flows.

Some of the views expressed in the letter from SEOPAN are presented below

(emphasis added):
SEOPAN

Taking into account the economic substance of the
business, we understand that cash outflows relating to
construction services under a service concession
arrangement should be presented as investing cash

flow.

The classification as an investing cash flow can not be
denied because the investment is executed exchanging a
construction activity of a new infrastructure against an
intangible asset or a financial asset in a barter transaction.
In terms of statement of financial position, the operator is
recognizing a fixed asset (intangible or financial) as soon
as the construction activity is performed (see IFRIC 12
illustrative examples) and in terms of cash, the operator is
receiving cash from the banks and the shareholders in
order to pay the investment that will be recovered in the

future.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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The conclusion that the cash outflows related to the
construction of the infrastructure are investment cash
flows can be concluded not only analyzing the nature
of the business, but also from a technical point of view

according IAS 7.

13.  Some of the views expressed in the letter from FIEC are reproduced below

(emphasis added);

Our view

FIEC

We strongly believe cash outflow relating to
construction services under a service concession
arrangement represent investing cash flow. Our
analysis below builds on two aspects: the nature of

the business and the technicality of IAS 7.

Our position closely corresponds to the principle of
classification in IAS 7 “b” (cohesiveness principle)
identified by the Committee, because the assets
resulting from the construction or upgrade services
provided are presented as investments in the statement of
financial position according to IFRIC 12 (i.e. [non-current]

financial or intangible assets).

Additionally, the presentation as investing cash flow is
also supported by principle “a” (nature-of-activity
principle), because this principle is based on the notion in
paragraph 11 of IAS 7 that the classification shall be based
on a judgment of which presentation is most appropriate to
the business and therefore most decision-useful to the

users of financial statements

14.  We do not think that the issue related to service concession arrangements within

the scope of IFRIC 12 should be reopened for discussion by the Committee. This

is because, to support its conclusions, the Committee used a classification

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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principle that is in line with the Committee’s subsequent discussions in March
2012. As reported in the IFRIC Update of November 2011, the Committee
concluded the following (emphasis added):

The Committee noted that the principle in IAS 7
Statement of Cash Flows is to classify the cash flows
in a manner that is consistent with the activity that
generated the cash flow. In the case of construction
services in a service concession arrangement, the
Committee noted that the activity is an operating
activity, and hence it is more appropriate to present the

cash flows as operating cash flows.

The Committee decided to recommend that the Board
should propose an amendment, through Annual
Improvements, to paragraph 14 of IAS 7 to clarify that an
operator that provides construction or upgrade services in
a service concession arrangement should present all of the

cash flows relating to this activity as operating cash flows.

However, in our view, the amendment to paragraph 14 of IAS 7 recommended by
the Committee at the November 2011 meeting would not be needed if the
Committee were to agree to a more general amendment to IAS 7 to clarify the

classification of cash flows.

We will ask at the end of this paper for the Committee’s thoughts about the need
to make additional amendments to the guidance in IAS 7 beyond what we are

proposing in this paper.

Fact patterns for consideration

17.

We have analysed six fact patterns to test the application of the primary principle
identified by the Committee for the classification of cash flows. These fact
patterns were informally brought to our attention, with the exception of Example 1

(payments to a long-term employee benefit fund), which is based on a formal

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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submission that we attached to Agenda Paper 7 from March 2012. The examples,

which are analysed in detail in Appendix A, are:

(a) Example 1: Cash contributions to a long-term employee benefit fund

(b) Example 2: Cash received as compensation for an insured loss

(©) Example 3: Cash payment to purchase of property, plant and

equipment (PP&E) on deferred payment terms

(d) Example 4: Cash payment to meet a rehabilitation obligation

(e) Example 5: Cash received from a government grant

§)) Example 6: Cash payments in a reverse factoring agreement.

Summary of results from the fact patterns analysed

18.

The table below summarises our views regarding what we think the most

appropriate classification of cash flows for each of the examples should be (the

detailed analyses are included in Appendix A to this paper):

insured loss (for
damaged PP&E)

damages of PP&E. Thus,
this transaction represents
‘in substance’ a disposal
of PP&E and would be
classified as an investing
activity. Insurance
proceeds are not derived
from the principal
revenue-producing
activities of the entity.

Example Cash flows Description of the Guidance in
classification nature of the transaction | IAS 7 used to
support our
conclusion
1 | Cash contributions to a Operating Cash outflows are part of | Para. 14(d)
long-term employee activities the compensation for
benefit fund employment services and
would be classified like
any other cash payment
on behalf of the
employees.
2 | Cash received as Investing Cash inflows are received | Para. 16(b)
compensation for an activities to cover for losses and

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Example

Cash flows
classification

Description of the
nature of the transaction

Guidance in
IAS 7 used to
support our
conclusion

3 | Cash payment to
purchase PP&E on
deferred payment
terms

Investing
activities

Cash outflows are to
acquire PP&E and made
to a supplier.
Consequently they would
be classified as an
investing activity
regardless of when cash
flows will be paid.

Para. 16(a)

4 | Cash payments to meet
a rehabilitation
obligation

Operating
activities

Cash outflows are for
costs of rehabilitation,
which are derived from
the mine’s normal
operation activities.
These activities are for the
decommissioning or
dismantlement of an
asset. They therefore do
not meet the definition of
an investing and/or
financing activity.

Para. 14

5 Cash received from a
government grants

Financing
activities

Cash inflows from a grant
provide the entity with
financing for the
designated asset/activity.
They are in substance
financing cash inflows.

Para. 6 and
para. 17

6 | Cash paymentsina
reverse factoring
agreement

Financing
activities

The bank has provided
credit to the entity to
enable the entity’'s
liabilities to be settled on
the due date. The
repayment of that amount
to the bank is a financing
cash outflow.

Para. 17(d)

Main findings derived from our analysis of the fact patterns

19.

On the basis of our analysis, we observed that different conclusions are reached if

the classification of cash flows is based on the primary principle identified by the

Committee (Principle 1: identify the nature of the cash flow analysed), rather than

on the classification of the related or underlying item in the statement of financial

position (ie Principle 2), as often each of the two principles leads to a different

answer.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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We consequently think that IAS 7 should clearly indicate that Principle 1 is the

primary classification principle for cash flows, because this would:

(a) add clarity to the application of paragraph 11 and make the primary

principle more robust; and
(b) promote consistency in the classification of cash flows.

We also think that IAS 7 should provide further guidance on how to implement
the primary principle. In other words, IAS 7 should provide a description on how

to identify the nature of the cash flow that is being analysed.

At present, paragraph 11 in IAS 7 requires the identification of cash flows by
activity (operating, investing, financing); however, it does not mention explicitly
that in identifying cash flows by activity, management should focus on the
underlying nature of those cash flows.

Moreover, we observe that:

(a)  the definitions of operating, investing and financing activities in
paragraph 6 of IAS 7 provide guidance on how to make this distinction

by activity; however, in our view these definitions are too narrow; and

(b) the classification of cash flows is driven by lists of examples (included
within each description by cash flow activity) but these lists are not

exhaustive.

In our analysis we identified some elements that could help management to
identify the nature of the cash flow that is being analysed for a particular
transaction and determine the most appropriate classification of cash flows when

this classification is not clear. These elements, are:

(a) the cause or reason for which the cash flow is received or paid (refer to
paragraphs 26-29);

(b) the counterparty who receives or pays the cash flow (refer to paragraphs
30-33);

(c) whether cash flows result from transactions that enter into the

determination of profit or loss (refer to paragraphs 34—41); or

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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(d) the predominant source of cash flows (refer to paragraphs 42—43).

An analysis of the elements identified is provided in subsequent paragraphs. Our

analysis also associates these elements with the fact patterns examined.

The cause or reason for the cash flow

26.

27.

28.

We observe that IAS 7°s objective’ is to classify cash flows according to whether
they stem from operating, investing, or financing activities. In making this
distinction we think it is important to identify the cause or the reason for the cash
flow because users of financial statements are interested in how cash flows are
used and generated. In this respect, paragraph 3 in IAS 7 states (emphasis added)
that:

Users of an entity’s financial statements are interested in
how the entity generates and uses cash and cash

equivalents.

Fact patterns analysed

In our analysis of cash payments to a long-term employee benefit fund (fact
pattern 1) we concluded that the substance of these payments is similar to other
cash payments for employment services; consequently, these payments should be
classified in the same way as any other cash payments for employment services,
as part of operating activities.

In our analysis of insurance proceeds that are received as compensation for an
insured loss from an insurance company (fact pattern 2), we concluded that
management should focus on the reason or cause for the cash flow. In our view, if
management holds an insurance policy to cover the damage to PP&E this
transaction represents ‘in substance’ a disposal of PP&E. Consequently, we think
that the cash proceeds from the insurance company should be classified as part of

investing activities. In addition, we concluded that insurance proceeds are not

? The identification of the sources and uses of funds was the objective of the previous IAS 7 Statement of
Changes in Financial Position (October 1977), which was superseded by the current IAS 7 (issued in
December 1992 by the IASC and adopted by the IASB in April 2001).

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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derived from “the principal revenue-producing activities of the entity”; and
consequently they should not be classified as part of an entity’s operating

activities.

In our analysis of cash inflows from government grants (fact pattern 5), we
concluded that the grant is providing a source of financing to the entity and

consequently cash received should be part of the entity’s financing activities.

The identification of the counterparty

30.

31.

32.

33.

We observe that in IAS 7 the counterparty in the transaction plays an important

role in the classification of cash flows. For example,

(a) “cash outflows to suppliers” are classified as operating activities (refer

to para. 14(c)); whereas

(b) “cash repayments of amounts borrowed to lenders” are classified as

financing activities (refer to para. 17(d).
In a similar fashion, if an item is acquired:

(a) through a finance lease, payments of the principal are classified as
being equivalent to the payment of a loan, therefore being classified as

a financing cash flow (refer to para. 17(e)); whereas

(b) through a supplier rather than through a lender, the repayment to the
supplier is classified as either an investing or an operating cash flow in

accordance with para. 14(c) or para. 16(a), respectively.

Fact patterns analysed

In our analysis of cash inflows from government grants (fact pattern 5), we
observed that this transaction is in substance a financing transaction, because the
entity has obtained finance from the government.

In our analysis of cash payments in a reverse factoring agreement (fact pattern 6),
we observed that this transaction is in substance a financing transaction, because
the entity has obtained finance from a lender in order to pay amounts due to its
supplier. Because the counterparty is a bank (a lender), instead of a supplier, we

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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also concluded that such payments should be classified as part of the entity’s

financing activities.

Determine whether cash flows result from transactions that enter into the
determination of profit or loss

34.

35.

36.

37.

We have consulted some members of our staff who were involved in the
publication of the current version of IAS 7, and they have confirmed to us that the
original intention in IAS 7 was to have the operating section of the cash flow
statement reflect, as much as possible, a cash-basis income statement. Paragraph

14 of IAS 7 demonstrates this fact because it states that (emphasis added):

Cash flows from operating activities are primarily derived
from the principal revenue-producing activities of the
entity. Therefore, they generally result from the
transactions and other events that enter into the

determination of profit or loss.

Consequently we think that when analysing cash flows by nature, it is important
to consider whether cash flows result from transactions that enter into the

determination of profit or loss.

We think that management, when doing so, should determine where the original
debit or credit is recorded for the transaction (except in the case of noncash

investing/financing transactions).

We think that if the debit in the original transaction is reported in profit or loss (ie
the transaction gave rise to an immediate expense), then, regardless of whether the
credit was to a long- or short-term payable, when the cash is paid, it would be
classified as an operating cash flow. For example, in determining the
classification of the cash outflow for the payment of an employee’s salary, an

entity would look at the following entries:
Dr Wages (expense)
Cr Liability (wages payable)
To record the liability for wages payable

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Dr Liability (wages payable)
Cr Cash (operating cash outflow)
To record the payroll payment

We think that if the credit in the original transaction is reported in profit or loss (ie
the transaction gave rise to immediate recognition of income), then, regardless of
whether the debit is to a short- or long-term receivable, when the cash is received,
it would be classified as an operating cash flow. For example, in determining the
classification for the cash inflows received from a credit sale in the normal course

of business, an entity would look at the following entries:
Dr Accounts receivable
Cr Revenue (income)
To record the credit sale
Dr Cash (operating cash inflow)
Cr Accounts receivable

To record the receipt of cash from the sale

Fact pattern analysed

In our analysis of payments to meet a rehabilitation obligation (fact pattern 4), we
concluded that, these payments are linked to the mine’s operation, consequently,
on the basis of the definition of operating activities in paragraph 14 of IAS 7 they
can be considered to be operating cash flows.

We also noted that the rehabilitation activities relate to the removal of an asset
that produced cash flows in the past and not the construction of an asset that will
generate cash flows in the future. We therefore concluded that such payments do
not meet the definition of ‘investing’.

We also concluded that the payment of cash arising from the performance of
rehabilitation activities is not the repayment of financing and therefore payments

do not meet the definition of ‘financing’ in IAS 7.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows

Page 13 of 41



Agenda ref 3

Other findings

The identification of the predominant source of cash flows

42.  We have observed that the last paragraph in the section describing operating
activities (after para. 14(g)) implicitly states that in situations in which cash
inflows and outflows may relate to more than one category of cash flow, the
appropriate classification should be based on the activity that is likely to be the

predominant source of cash flows. This paragraph is reproduced below:

Some transactions, such as the sale of an item of plant,
may give rise to a gain or loss that is included in
recognised profit or loss. The cash flows relating to such
transactions are cash flows from investing activities.
However, cash payments to manufacture or acquire assets
held for rental to others and subsequently held for sale as
described in paragraph 68A of IAS 16 Property, Plant and
Equipment are cash flows from operating activities. The
cash receipts from rents and subsequent sales of such

assets are also cash flows from operating activities.

43.  We consequently also propose making explicit in IAS 7 that in some
circumstances an entity should look at the predominant source of cash flows,
because we think that this could serve as further guidance for implementing the

primary principle for classifying cash flows”.

* We note that the guidance in paragraph 10-45-22 of Topic 230 of the FASB Accounting Standards
Codification® is explicit in this respect. It states that (emphasis added): “Certain cash receipts and
payments may have aspects of more than one class of cash flows. For example, a cash payment may pertain
to an item that could be considered either inventory or a productive asset. If so, the appropriate
classification shall depend on the activity that is likely to be the predominant source of cash flows for
the item. For example, the acquisition and sale of equipment to be used by the entity or rented to others
generally are investing activities. However, equipment sometimes is acquired or produced to be used by the
entity or rented to others for a short period and then sold. In those circumstances, the acquisition or
production and subsequent sale of those assets shall be considered operating activities”.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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The occurrence (timing) of the cash flows

44.  Under IAS 7 there is no specific guidance for situations in which cash inflows or
outflows occur several years after the date of the transaction. For example, on the
purchase of plant assets through instalment payments, IAS 7 does not distinguish
for classification purposes between early payments (eg an advance payment) or
subsequent instalment payments and considers all payments to be investing cash
flows in accordance with paragraph 16(a)’.

45.  Accordingly, our view is that the classification of a cash receipt or cash payment
should be determined by analysing its cause (or original purpose) for which it is

received or paid regardless of when these cash flows are received or paid.

Fact patterns analysed

46.  From our analysis of a purchase of PP&E on deferred payment terms (fact
pattern 3) we concluded that because the entity purchased PP&E and makes the
payment to a supplier, the entity would classify its cash outflows for the
repayment to the supplier as part of its investing activities regardless of whether
this payment has been deferred or not.

47.  Our answer to this fact pattern was relatively simple because the purchase of
PP&E is explicitly addressed in IAS 7. We observe, however, that for
transactions that are not explicitly categorised in IAS 7 (eg payments for
contingent or deferred consideration), it would be unclear whether the occurrence
(or timing) of cash flows might play a vital role in their classification.

48.  We think that in those cases where the classification of particular cash flows is not
addressed in IAS 7, the occurrence of the cash flows (ie the ‘“when’) is not an
element that should be taken into account in identifying the nature of the cash

flows. This is because in our view the ‘cause and the reason’ for the cash flow (ie

> US GAAP is more specific in this respect. Paragraph—10-45-13 of Topic 230 Statement of Cash Flows in
the FASB Accounting Standards Codification” states that (emphasis added) “Payments at the time of
purchase or soon before or after purchase to acquire property, plant, and equipment and other productive
assets, including interest capitalized as part of the cost of those assets. Generally, only advance payments,
the down payment, or other amounts paid at the time of purchase or soon before or after purchase of
property, plant, and equipment and other productive assets are investing cash outflows. However,
incurring directly related debt to the seller is a financing transaction (see paragraphs 230-10-45-14
through 45-15), and subsequent payments of principal on that debt thus are financing cash outflows”.
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the ‘why’) and the counterparty (ie the ‘who’) play an important role in the

classification of cash flows, as we explained in paragraphs above.

Expenditures that result in a recognised asset

49.

50.

51.

52.

53.

In November 2007 the IFRIC (the previous name of the IFRS Interpretations
Committee) received a request for guidance on the classification of exploration
and evaluation expenditure in extractive industries. This issue was analysed at the
the Committee meetings in January 2008 (refer to Agenda Paper 7-B) and March
2008 (refer to Agenda Paper 4B).

While paragraph 16 of IAS 7 appeared to be clear that only expenditures that
results in the recognition of an asset would be classified as cash flows from
investing activities, the wording was not definitive in this respect. At the June
2008 meeting (refer to IASB Update of June 2008), the Board agreed with the

Committee’s recommendation to make explicit in paragraph 16 of IAS 7 that:

Only expenditures that result in a recognised asset in the
statement of financial position are eligible for classification

as investing activities.

This amendment was finalised in Improvements to IFRS published in April 2009.

Our view

We think that the sentence added to paragraph 16 is unnecessary and it is leading
to misunderstandings about the classification of cash flows, because it is giving
precedence to Principle 2 as identified by the Committee (ie “cash flows in IAS 7
should be classified consistently with the classification of the related or

underlying item in the statement of financial position”).

Consequently, our proposal is to eliminate that (added) sentence from paragraph
16 of IAS 7 because in our view this clarification is not indispensable and is

adding confusion to the classification of cash flows.
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Fact pattern analysed

In our analysis of payments to fulfil a rehabilitation obligation (fact pattern 4), we
concluded that the fact that the rehabilitation cost is capitalised as part of the cost
of the investment of a mine does not automatically lead to a classification within

investing activities.

In our view, these payments should be considered operating cash flows because
they are linked to the (operating) cost of rehabilitating a mine. In addition, we
concluded that this payment should not be classified either as an investing activity
or as a financing activity, because it does not meet the definition of those

activities.

Next steps

56.

57.

58.

59.

If the Committee reaches a consensus that a clarification is needed in IAS 7, the

next step is to determine what form that clarification needs to take.

We think that the issues identified by the staff (clarification of the primary
principle for classifying cash flows and guidance to implement this principle)
could be included as part of the annual improvements project, on the basis of our

assessment of the annual improvements criteria (refer to the table below paragraph

60).

We also considered adding examples to IAS 7 (as non-mandatory implementation
guidance) illustrating the application of paragraph 11 to IAS 7. However, we
rejected this approach, because we thought that these examples address limited
situations arising in practice and are not exhaustive. We think that this guidance

could be, instead, included in any current or future educational material on IAS 7.

Finally, we note that the Board currently has no plans to have a separate project

on IAS 7.

Annual Improvements criteria assessment

60.

We assessed the potential amendment to IAS 7 to clarify the classification of cash

flows. On the basis of the assessment, we recommend that the Committee should
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recommend to the Board that it should include the proposed amendment in

Annual Improvements.

Annual improvements criteria

Staff assessment of the proposed amendment

(a) The proposed amendment has one or both of
the following characteristics:

(i) clarifying—the proposed amendment would
improve IFRSs by:

e clarifying unclear wording in existing IFRSs,
or

e providing guidance where an absence of
guidance is causing concern.

A clarifying amendment maintains consistency
with the existing principles within the applicable
IFRSs. It does not propose a new principle, or a
change to an existing principle.

(ii) correcting—the proposed amendment would
improve IFRSs by:

e resolving a conflict between existing
requirements of IFRSs and providing a
straightforward rationale for which existing
requirements should be applied, or

e addressing an oversight or relatively minor
unintended consequence of the existing
requirements of IFRSs.

A correcting amendment does not propose a new
principle or a change to an existing principle, but
may create an exception from an existing principle.

(a) Yes. The proposed amendments clarify the
application of paragraph 11 of IAS 7 when
classifying cash flows by operating, investing and
financing activities.

(b) The proposed amendment is well-defined and
sufficiently narrow in scope such that the
consequences of the proposed change have been
considered.

(b) Yes. We believe that the proposed
amendments are well defined and are sufficiently
narrow in scope that the consequences of the
proposed change have been considered. It
contributes to consistent classification of cash
flows.

(c) It is probable that the IASB will reach conclusion
on the issue on a timely basis. Inability to reach
conclusion on a timely basis may indicate that the
cause of the issue is more fundamental than can
be resolved within annual improvements.

(c) Yes. We think that the IASB will reach a
conclusion on this issue on a timely basis, because
it is a clarification of the application of IAS 7.

(d) If the proposed amendment would amend
IFRSs that are the subject of a current or planned
IASB project, there must be a need to make the
amendment sooner than the project would.

(d) Yes, because there are no current projects on
IAS 7.
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Staff recommendation

61.

62.

63.

64.

As requested by the Committee, we analysed several fact patterns in an attempt to
clarify the principle for classifying cash flows. On the basis of our analysis, we
recommend to the Committee that it should add a clarification to IAS 7 to state
that Principle 1 is the primary classification principle for cash flows, and that cash

flows should consequently be classified according to their nature.

We also recommend adding further guidance on how to identify the nature of
the cash flow that is being analysed. On the basis of our analysis, we
concluded that the following elements (among others) are relevant in
identifying the nature of the cash flows:

(a) the cause or reason for which the cash flow is received or paid;
(b) the counterparty who receives or pays the cash flow;

(©) whether cash flows result from transactions that enter into the

determination of profit or loss; or
(d) the predominant source of cash flows.

In addition, we recommend deleting the following sentence in paragraph 16 of
IAS 7 to avoid confusion about the application of the primary principle for

classifying cash flows:

The separate disclosure of cash flows arising from
investing activities is important because the cash flows
represent the extent to which expenditures have been

made for resources intended to generate future income

and cash flows. Only—expenditures—thatresult—in—a
isod i 4 g o "
laible_for_classificati : . ivities. Examples

of cash flows arising from investing activities are: (...)

Our proposals to amend paragraphs in IAS 7 are shown in Appendix B of this
paper.
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Transition requirements

65.  We are of the opinion that entities (including first-time adopters of IFRSs in
accordance with IFRS 1 First Time Adoption of International Financial Reporting
Standards) should apply the proposed amendment retrospectively in accordance
with the provisions in IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors for retrospective application, because we consider that the
application of the proposed amendment would lead to a better understanding of an

entity’s cash flows.

Questions for the Committee—classification of cash flows

1. Does the Committee agree with the staff's recommendation to clarify that
the classification of cash flows should be based on the identification of the
nature of the cash flow that is being analysed and with our proposal to add

some elements that could assist in this identification?

2. Does the Committee have any comments on the proposed amendments to

IAS 7 as shown in Appendix B?

3. Does the Committee still wish to go ahead with its proposed amendment to
paragraph 14 of IAS 7 to provide guidance regarding the classification of cash

flows for an operator in a service concession arrangement?
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Appendix A—example fact patterns

Example 1: cash contributions to a long-term employee benefit fund

An employer makes contributions to an employee benefit fund

(accounted for as a defined benefit plan in accordance with IAS 19).

How should these payments be classified in the statement of cash

flows?

Background information

Al.  Inaccordance with paragraph 56 of IAS 19 Employee Benefits, defined benefit
plans are wholly or partly funded by contributions by an entity or sometimes by

its employees to a fund from which employee benefits are paid.
A2.  Cash payments to fund a long-term employee benefit fund may include:

(a) annual contributions (voluntary or required by law) to fund the
increased defined benefit obligation arising from employees’ service

provided during the year;

(b) special contributions made to remedy a funding deficit in the defined

benefit plan; or

(c) contributions to fund past service costs arising from service provided to
the entity or to a previous sponsoring employer (in the case of a defined

benefit plan acquired as part of a business combination).

A3.  Contributions held by the fund are invested in plan assets, which, in accordance
with paragraph 8 of IAS 19 Employee Benefits, exist “solely to pay or fund
employee benefits” and “are not available to the reporting entity’s own creditors”
(unless special circumstances are met in accordance with that paragraph). Plan
assets are netted against the defined benefit liability in the statement of financial

position for presentation purposes, in accordance with paragraph 63 of IAS 19.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows

Page 21 of 41



Agenda ref 3

Staff analysis

A4.

AS.

A6.

AT.

AS8.

AO.

Application of Principle 1

We think that these contribution payments should be considered part of the
compensation for employment services and should be classified in the same way

as any other cash payments for employment services.

Consequently we think that, in line with the description in paragraph 14(d) of
IAS 7, contribution payments to long-term benefit funds should be considered “on

behalf of employees” and be classified as part of an entity’s operating activities.

Application of Principle 2

A different conclusion could be reached if the classification of cash flows is based
on the classification of the related or underlying item in the statement of financial

position (ie which the Committee identified as Principle 2).

In applying Principle 2, one could conclude that the net pension liability is a
financing item and that all of the components of the periodic pension cost (with
the exception of the service cost, which is considered an operating cost) are also

considered to be financing in nature.

Consequently, in line with the classification in the statement of financial position
of the net pension liability, cash payments to a long-term employee benefit fund
(that settle net pension liability) would be classified as part of the entity’s

financing activities.

Some others might think that under Principle 2, contributions to a long-term
employee benefit fund should be classified as part of investing activities, because
contributions to a long-term employee fund may lead to the recognition of an asset
in the SFP (ie if the fund reflects a surplus) in line with the requirement to show
plan assets as a deduction from the present value of the defined benefit obligation.
Alternatively, some might focus on the use of the investment of cash payments in
plan assets (regardless of whether the plan is in surplus or deficit) and conclude

that the payments should be classified as part of investing activities.
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Consequently, it could be argued that payments to a long-term employee fund are
made to invest in resources intended to generate future income and cash flows in
line with the definition of investing activities in paragraph 16 of IAS 7, which
states that: “only expenditures that result in a recognised asset in the statement of

financial position are eligible for classification as investing activities”.

Our view

We note that the application of Principles 1 and 2 leads to different answers in
terms of classification. In our view, the classification based on Principle 1 should
take precedence because we think that the substance of these payments is similar
to other cash payments for employment services. We think that the application of

Principle 1 gives an appropriate answer to the classification of cash flows.

We disagree with the application of Principle 2 because we think that the
conclusions reached under this principle focus too much on the mechanics of the
pension arrangement and overlook the ultimate reason for contributing to
long-term employee benefit funds, which is to compensate employees for their

services.

Example 2: cash received as compensation for an insured loss

As a result of a natural disaster, an entity’s property, plant and
equipment (PP&E) was significantly damaged. This entity holds an
insurance policy covering such losses and receives compensation from

the insurance company for the items damaged.

How should the insurance proceeds from the insurance company be

classified in the statement of cash flows?

Background information

Al3.

The accounting for insurance compensation for PP&E when the compensation

becomes receivable is addressed in paragraph 65 of IAS 16 Property, Plant and
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Equipment, which states that the compensation from third parties for items of

PP&E that were impaired, lost or given up should be recognised in profit or loss.

IAS 7 does not refer specifically to the classification of cash proceeds from an

insurance company.

Staff analysis

AlS.

Alé6.

Al7.

AlS8.

Application of Principle 1

In determining the nature of the cash inflows received for insurance proceeds, an
entity should focus on the reason why it holds an insurance policy. In our view,
because the entity has insurance coverage on property, plant and equipment, cash
proceeds from the insurance company should be classified as part of investing

activities.

We also think that this transaction represents “in substance” a disposal of PP&E
in line with paragraph 16(b) of IAS 7, which states that the following activities are

considered part of investing activities:

cash receipts from sales of property plant and

equipment, intangibles and other long-term assets.

The latter is also consistent with the definition of investing activities in paragraph
6 of IAS 7, which states that it includes acquisition and disposal of long-term

assets.

Another argument supporting the classification of insurance receipts as part of
investing activities is to analogise this transaction with the accounting of the cash
flows derived from a position that is being hedged in accordance with the last
sentence of paragraph 16 of IAS 7. For our fact pattern, one would look at the
classification of the cash flows for the item being insured to determine the
classification of the insurance proceeds. Because cash payments to acquire and
disposed of long-term assets are classified as investing activities in par. 6 of IAS
7, we think that cash proceeds would follow the same classification. The last

sentence of paragraph 16 is reproduced below (emphasis added):
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When a contract is accounted for as a hedge of an
identifiable position the cash flows of that contract are
classified in the same manner as the cash flows of the

position being hedged.

A19. In addition, we think that even if the insurance proceeds are used to purchase
items that are not PP&E (eg for repairs and maintenance), the classification of the
cash proceeds would still be within investing activities, because the classification
should reflect the cause for which cash inflows are received (ie to cover for losses

and damage to PP&E).

A different view in the application of Principle 1

A20. Inapplying Principle 1, one could argue that because the payment of the insurance
premium is part of an entity’s operating cash flows and the cost of insurance for
the period is recognised periodically as an operating expense, then insurance
proceeds should follow the same classification within an entity’s operating

activities.

A21. We disagree with this view. We think that including insurance proceeds as part of
operating activities would be misleading. This is because insurance proceeds are
not derived from “the principal revenue-producing activities of the entity”
(paragraph 14 of IAS 7) and in accordance with paragraph 13 of IAS 7, operating
activities should reflect cash flows that are generated only by the entity and cash
proceeds from an insurance company are not generated by the entity. This

paragraph states that (emphasis added):

The amount of cash flows arising from operating activities
is a key indicator of the extent to which the operations
of the entity have generated sufficient cash flows to
repay loans, maintain the operating capability of the
entity, pay dividends and make new investments
without recourse to external sources of financing.
Information about the specific components of historical
operating cash flows is useful, in conjunction with other

information, in forecasting future operating cash flows.
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Furthermore, one could argue that insurance proceeds are considered a one-time
event and should not be part of the entity’s normal operating activities. However,
we did not find any indication in IAS 7 that the classification of the cash flows

should be based on whether cash flows are recurring or not’.

Application of Principle 2

Proponents of this principle would focus on the use of the cash proceeds instead
of on the nature of the insurance cover. Consequently, if the entity has the plan to
purchase, for example, PP&E with the cash proceeds, application of Principle 2
would lead to the conclusion that the cash inflow should be classified within the
investing section in accordance with paragraph 16(a) of IAS 7. However, if the
insurance proceeds are planned to be used to purchase items that are not PP&E,
the classification would be different. For example, if the proceeds are used to buy
merchandise, cash inflows would be classified in the operating section; whereas if
insurance proceeds are used to pay off a debt, cash inflows would be classified in

the financing section.

Our view

We note that the application of Principles 1 and 2 leads to different classifications.
In our view the classification based on Principle 1 should take precedence. We
think that the cash proceeds from the insurance company should be classified as
part of investing activities because we think that this transaction represents ‘in
substance’ a disposal of PP&E (irrespective of whether insurance proceeds are

planned to be used to purchase items that are not PP&E).

In addition, we have concluded that insurance proceeds are not derived from “the
principal revenue-producing activities of the entity”; consequently, they should

not be classified as part of an entity’s operating activities.

% Nevertheless, we believe that this recurring/non-recurring distinction is useful to users of financial
statements.
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Example 3: cash payment for the purchase of property, plant and
equipment on deferred payment terms

An entity purchases property, plant and equipment (PP&E) on deferred
payment terms (eg by agreeing to pay cash some years after the date of

the purchase).

How are cash flows that are used to settle this deferred payment

classified in the statement of cash flows?

Background information

A26.

Some assets are frequently purchased on long-term credit contracts through the
use of notes, mortgages, bonds or other obligations whereby the cash outflows

may occur several years after the date of the transaction.

Staff analysis

A27.

A28.

A29.

A30.

Application of Principle 1

In conformity with Principle 1, the classification of a cash receipt or cash payment
should be determined by analysing the cause (or original purpose) for which it is

received or paid regardless of when these cash flows are received or paid.

Proponents of this view would also think that the identification of the counterparty
in this transaction is relevant to determining the appropriate classification of cash

flows.

Consequently, in this particular fact pattern, proponents of this view think that
because an entity has purchased PP&E and makes the payment to a supplier, the

entity would classify this payment as part of its investing activities.

However, if the entity had entered instead into a financial lease or had borrowed
amounts from a financial institution to purchase the asset, the classification of the
cash payments to the lessor or to the bank would be different. For instance, we
think that payments of the outstanding liability (to the bank, for example) would

be classified as part of the entity’s financing activities (in accordance with
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paragraphs 17(d) and (e) of IAS 7). This leads proponents of this view to think
that the identity of the counterparty is relevant to classifying the cash flows.

Application of Principle 2

If Principle 2 were to be applied, some could argue that because cash payments
used to settle a deferred purchase give rise to the recognition of an asset, they
should be classified as part of an entity’s investing activities, on the basis that
“only expenditures that result in a recognised asset in the statement of financial
position are eligible for classification as investing activities” in accordance with

IAS 7.16.

An alternative view on the application of Principle 2 would be to focus on the
existence of the financial liability that was incurred by the entity to purchase the
asset. Because payments represent a reduction of this financial liability, these
payments should be classified as part of the entity’s financing activities. In
addition, if the deferral period between the purchasing date and payment date is
significant, one could argue that it is even clearer that there is a financing element
implicit in this transaction because the vendor (seller) is providing finance to the
entity in the purchasing of the asset and consequently, the nature of the payment is

clearly a financing activity.

Our view

We note that the application of Principles 1 and 2 leads to different classifications.
However, in our view the classification based on Principle 1 is the appropriate
classification and should take precedence, because the purpose of the purchase,
and the type of counterparty financing the transaction influences our classification
of cash flows. We think that additional guidance should be added to IAS 7 to
highlight this fact.

We have reflected a similar conclusion in our analysis of fact pattern 6 (cash
payments in a reverse factoring agreement), which we will discuss in paragraphs

AS52-A62.
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Example 4: cash payment to meet a rehabilitation obligation

A mining company has an obligation to rehabilitate land at the end of its

operations for a specific surface mine.

How are cash payments that are associated with the activities performed
to meet the rehabilitation obligation classified in the statement of cash

flows at the end of the operations of a mine?

Background information

A35. The rehabilitation obligation represents a provision of estimated costs required to
restore mining operations. The nature of these restoration activities involves
activities such as closing the mine, recontouring, revegetating, restoring

waterways and other activities.

A36. The rehabilitation obligation is recognised as a liability and the estimated
rehabilitation costs are capitalised as part of the cost of the investment in the mine
(eg by increasing the carrying amount of the related mining assets) during the

development/construction of the mine.

A37. Consequently, we think that in this arrangement the following transactions can be

identified:
(a) Management records a provision of future rehabilitation costs:
Dr Rehabilitation cost of asset
Cr Provision for rehabilitation
(b) Management records the unwinding of the discount rate:
Dr Interest expense
Cr Provision for rehabilitation

(©) The entity undertakes the rehabilitation work, or sub contracts to

another entity

Dr Provision for rehabilitation
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Cr Accounts payable (for employee costs,

materials, subcontractors)

(d) The performance of the rehabilitation will be some years after the
provision is recognised, but the payment of the cash will likely be soon
after the rehabilitation has been performed. Management pays for the
wages and materials used in performing the rehabilitation work and for

sub-contractor’s services:
Dr Accounts payable

Cr Cash

Staff analysis

A38.

A39.

A40.

Application of Principle 1

In conformity with Principle 1, the classification of payments related to fulfilling a
rehabilitation obligation should be determined by analysing the nature of this

payment.

Proponents of this view think that cash payments associated with meeting the
rehabilitation obligation are closely linked to the estimated cost of rehabilitation,
which is a common and normal cost in the operation of a mine. Consequently,
they think that if these payments are related to the principal revenue-producing
activities of the entity (in accordance with paragraph 14 of IAS 7), they could be
classified as part of the entity’s operating cash flows.

In addition, proponents of this view also think that those cash payments are

neither “investing” nor “financing’:

(a) they cannot be “investing”, because rehabilitation activities relate to
the removal of an asset that produced cash flows in the past and not the

construction of an asset that will generate cash flows in the future ; and

(b) they cannot be “financing” because the payment of cash arising from
the performance of rehabilitation activities is not the repayment of

financing.
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Application of Principle 2

If Principle 2 were to be applied, some could argue that because the rehabilitation
costs are capitalised as part of the investment in the cost of a mine and therefore
an ‘asset’ is created, the payment of the cash associated with meeting the
rehabilitation obligations should be classified as part of an entity’s investing
activities, on the basis that “only expenditures that result in a recognised asset in
the statement of financial position are eligible for classification as investing

activities” in accordance with IAS 7.16.

Our view

We note that the application of Principles 1 and 2 leads to different conclusions.
We are of the view that although the rehabilitation cost is capitalised as part of the
cost of the investment of a mine, this should not automatically lead to the
conclusion that cash payments associated with meeting the rehabilitation

obligation are part of investing activities, as Principle 2 would suggest’.

We understand that mining companies are faced with obligations for rehabilitation
activities that arise during their normal operation. In addition, we note that
payments to fulfil a rehabilitation obligation do not meet the definition of
investing and/or financing activity. Consequently, we support classifying them as

part of the entity’s operating activities in line with Principle 1.

’ This conclusion is in line with paragraph BC35E of IAS 16 Property, plant and equipment. This
paragraph explains that even though an asset may be constructed and recognised as an asset in the
statement of financial position, the expenditure related to this should be presented as an operating cash
outflow if it relates to the ordinary activities of the entity. In other words, if an outflow of cash results in the
recognition of an asset, this does not mean that the cash flow should automatically be presented as an
investing activity.
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Example 5: cash received from a government grant

An entity received a government grant in cash to compensate for its
costs of purchasing new equipment to run one of its production plants.
The new equipment will be depreciated using the straight-line method

over a period of three years.

How should the cash inflows from government grants be presented in

the statement of cash flows?

Background information

A44. Government grants represent a particular form of government assistance in return
for the fulfilment of certain conditions. Paragraph 3 of IAS 20 Accounting for
Government Grants and Disclosure of Government Assistance defines

‘government grants’ as (emphasis added):

assistance by government in the form of transfers of
resources to an entity in return for past or future
compliance with certain conditions relating to the
operating activities of the entity. They exclude those
forms of government assistance which cannot reasonably
have a value placed upon them and transactions with
government which cannot be distinguished from the normal

trading transactions of the entity.
A45. Accordingly, government grants fall into two categories:

(a) Grants related to assets—whose condition is that an entity should
purchase, construct or otherwise acquire long-term assets. When a

grant relates to an asset, it is either:

(1) recognised as deferred income and released to income
over the expected useful life of the related asset in

accordance with paragraph 26 of IAS 20; or

(i)  deducted from the carrying amount of the asset and
recognised in profit or loss as a depreciation expense in

accordance with paragraph 27 of IAS 20.
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(b)  Grants related to income—grants other than those related to assets.
When a grant relates to an expense item, it is recognised in profit or loss

on a systematic basis (paragraph 12 of IAS 20).

Neither IAS 20 nor IAS 7 provides specific guidance about the classification of
government grants in the statement of cash flows. Paragraph 28 of IAS 20 only

states that (emphasis added):

The purchase of assets and the receipt of related grants
can cause major movements in the cash flow of an entity.
For this reason and in order to show the gross investment
in assets, such movements are often disclosed as
separate items in the statement of cash flows
regardless of whether or not the grant is deducted from the
related asset for presentation purposes in the statement of

financial position.

Staff analysis

A47.

A48.

A49.

A50.

Application of Principle 1

Proponents of Principle 1 would determine that a grant represents a source of

financing for the entity and the government is acting as a capital provider.

Consequently, proponents of this view think that in accordance with paragraph
17(d) of IAS 7, cash received should be classified as part of the entity’s financing
activities in line with the description of financing activities in paragraph 17 of IAS
7.

Application of Principle 2

Proponents of this principle would look at the transaction financed by the grant
instead of at the grant itself. In addition, proponents of this view would observe
that paragraph 28 of IAS 20 implies that the government grant may be deducted

from the related item for presentation purposes.
Consequently, if the entity purchases, for example, PP&E with the cash received
from the grant, application of Principle 2 would lead to conclude that grants
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received should be deducted from the cash payments to purchase PP&E in the
investing section of the statement of cash flows. Accordingly, if the grant is used
to pay other operating expenses, the cash received from the grant would be shown

in the operating section of the statement of cash flows.

Our view

We support Principle 1 because the grant is providing a source of financing to the
entity; and consequently cash received should be part of the entity’s financing
activities. We disagree with Principle 2 because it would mean focusing on the
nature of the transaction that is financed by the grant instead of on the nature of

the grant itself.

Example 6: cash payments in a reverse factoring agreement

An entity enters into a reverse factoring agreement with a bank to
finance the purchase of inventory. The trade payable has a normal
45-day due date. At the due date the bank pays the amount due to the
supplier on behalf of the entity. The loan from the bank is paid after 90
days.

How are cash flows related to a reverse factoring agreement classified in

the statement of cash flows?

Background information

AS2.

AS3.

In a reverse factoring arrangement, a purchaser engages a factor (ie a bank) to
provide finance for the purchase of goods from a supplier, so the bank pays the
entity’s trade payables on behalf of the entity (ie the purchaser) to the supplier on
the due date. The entity then pays the bank at a later date®,

IAS 7 does not provide guidance on the classification of cash flows relating to

factored payables (or receivables) in the statement of cash flows.

¥ Our objective in this section is to highlight the main characteristics of a reverse factoring transaction and
describe it in simple terms. We are aware, however, that these arrangements can be structured in different
ways (eg they may or may not involve the participation of the vendor).
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Analysis of the fact pattern

We think that in a reverse factoring arrangement the following transactions can be

identified:
(a) the entity records its trade payable for the purchase of inventory;
Dr inventory
Cr Liability to pay for inventory (supplier)

(b) the entity enters into a reverse factoring agreement; when the bank
pays the supplier, the entity cancels its liability with the supplier and
records a financial liability with the bank.

Dr Liability to pay for inventory (supplier)
CR Liability to pay for inventory (bank)

(©) the entity settles its liability for the purchase of inventory when it pays
the bank at a later date.

Dr Liability to pay for inventory (bank)

Cr Cash

Staff analysis

ASS.

AS56.

Application of Principle 1

We think that an important element to consider when analysing the nature of the
cash flows is the identification of the counterparty that receives the payment (we
have also highlighted this element in our analysis of fact pattern 3 (payment for
the purchase of PP&E on deferred terms) and fact pattern 5 (cash received from a

government grant).

Because the entity pays the bank, rather than the supplier (after the bank has paid
the supplier on the entity’s behalf), we think that it could be argued that this
transaction is in substance a financing transaction, because the entity has obtained

finance from a lender in order to pay amounts due to its supplier.
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Normal credit terms with a supplier can be argued to also be financing, but the
established practice in IAS 7 is that such payments are operating cash flows.
However, if the credit arrangement/financing is with a third-party (the bank), we
think that in accordance with paragraph 17(d) of IAS 7, a repayment of an amount
borrowed by the entity should be classified as part of the entity’s financing

activities.

Application of Principle 2

Under Principle 2 an entity would focus on the mechanics of the transaction and

on the terms and conditions of the arrangement.

In this fact pattern, the trade payable with the supplier is derecognised and the
entity recognises a financial liability with the bank. Consequently, when the

entity pays the bank, the payment would be classified as a financing outflow.

Our view

We note that the application of Principles 1 and 2 to the fact pattern analysed
(where the transfer gives rise to the derecognition of the trade payable) leads to
similar conclusions that the cash outflow to the bank should be classified as part

of the entity’s financing activities, because in this transaction:

(a) the bank paid the supplier, therefore, the entity no longer has an
obligation to pay the supplier; and

(b) the entity paid the bank.

A variation of the fact pattern

If under the terms of the reverse factoring agreement the bank does not pay the
supplier directly and instead transfers cash to the entity as if entity had borrowed
cash directly from the bank to settle the liability with the supplier, the analysis of

the cash flows would have been as follows:

(a) the entity receives consideration from the financial institution and

recognises a financial liability for the amount borrowed from the bank;
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this cash inflow will be classified as part of the entity’s financing
activities;
Dr Cash (financing)

Cr Liability to pay for inventory (bank)

(b) at the due date, the entity pays the supplier (with the cash received from
the bank) and derecognises the trade payable; this cash outflow will be
classified as part of the entity’s operating activities, because this

represents a payment to a supplier.
Dr Liability to pay for inventory (supplier)
Cr Cash (operating)

(©) when the entity pays the bank at a later date, the cash outflow to cancel

its liability with the bank would be classified as a financing outflow.
Dr Liability to pay for inventory (bank)
Cr Cash (financing)

A62. In this modified fact pattern we can still conclude that the cash outflow to the
bank is financing in nature under both Principles. The cash transactions that we

can identify are as follows:
(a)  the cash inflow received from the bank would be financing in nature;
(b)  the cash outflow to pay the supplier would be operating in nature;

(c) the cash outflow to pay the bank would be financing in nature’.

°One could argue, however that the net effect in the statement of cash flows is a cash outflow that is
operating in nature (irrespective of whether or not the entity received cash directly from the bank to pay the
supplier in the reverse factoring agreement to purchase the merchandise). We do not agree with this
conclusion as cash inflows and outflows should be analysed separately and classified accordingly.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Appendix B—Proposed changes (IAS 7)

BI.

The proposed amendment to IAS 7 is presented below.

Amendment to IAS 7 Statement of Cash Flows

Paragraph 11A is added. Paragraph 11 is not proposed for amendment but is
included here for ease of reference. Paragraph 16 is amended.

Presentation of a statement of cash flows

11

11A

16

An entity presents its cash flows from operating, investing and financing
activities in a manner which is most appropriate to its business.
Classification by activity provides information that allows users to assess
the impact of those activities on the financial position of the entity and the
amount of its cash and cash equivalents. This information may also be used
to evaluate the relationships among those activities

When classifying cash flows by activity an entity shall focus on the nature
of the transaction that gave rise to the cash receipt or the cash payment.
Elements that can be used in identifying the nature of a transaction are:

(a)  the cause or reason for which the cash flow is received or paid;
(b)  the counterparty who receives or pays the cash flow;

(c)  whether cash flows result from transactions that enter into the
determination of profit or loss, in which case they shall be classified
as part of an entity’s operating activities; or

(d)  the predominant source of cash flows.

Investing activities

The separate disclosure of cash flows arising from investing activities is
important because the cash flows represent the extent to which
expenditures have been made for resources intended to generate future

income and cash flows. Only-expenditures-thatrestltin-arecognised-asset
ol g oot Liible forclassifieati
ivestingaetivities: Examples of cash flows arising from investing
activities are:

(a)...
(b)...

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Effective date

58 Annual Improvements [cycle] issued in [date] added paragraph 11A. An
entity shall apply that amendment retrospectively in accordance with IAS
8 Accounting Policies, Changes in Accounting Estimates and Errors for
annual periods beginning on or after [date]. Earlier application is
permitted. If an entity applies the amendment for an earlier period it shall
disclose that fact.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows

Page 39 of 41



Agenda ref 3

Basis for Conclusions on proposed amendments to IAS 7 Statement
of Cash Flows

This Basis for Conclusions accompanies, but is not part of, the proposed
amendments.

Presentation of a statement of cash flows

BCl1

BC2

BC3

The Board noted that two ‘principles of classification’ in IAS 7 have
been used to guide the classification of cash flows. The first principle,
based on paragraph 11 of IAS 7, is that cash flows shall be classified in
accordance with the nature of the activity in a manner that is most
appropriate to the business of the entity in accordance with the
definitions of operating, investing and financing activities in paragraph 6
of IAS 7. The second principle, based on paragraph 16 of IAS 7, is that
cash flows should be classified consistently with the classification of the
related or underlying item in the statement of financial position. The
Board considered it important to clarify that that the primary principle for
classification of cash flows on the basis of paragraph 11 of IAS 7 is the
classification of cash flows based on its nature. The Board thinks that
this principle of classification takes precedence in the event that other
guidance conflicts with this principle.

The Board also considered adding more guidance on the application of
the primary principle behind the classification of cash flows, to address
existing diversity in practice regarding the classification of cash flows by
activity. This can occur when transactions can be viewed as having
aspects of operating, investing or financing activities and the appropriate
classification might not be clear. The proposed amendment gives
management some elements that can be used to identify the nature of a
transaction. For example, in analysing the classification of payments to
long-term employee benefit funds, management should observe the
purpose for this funding (ie to fund the employee’s services).
Consequently in accordance with paragraph 14 of IAS 7, such payments
should be classified as part an entity’s operating activities.

The Board also proposes to delete the guidance in paragraph 16 regarding
the fact that “only expenditures that result in a recognised asset in the
statement of financial position are eligible for classification as investing
activities”. The Board thinks that this guidance leads to
misunderstandings about the appropriate classification of cash flows and
negates the relevance of the primary principle identified by the Board for
classifying cash flows.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Appendix C—Letters from commentators

C1. The letters received from SEOPAN and FIEC providing comments on the
Committee’s tentative decision regarding the classification of cash flows for
construction or upgrading services are reproduced in the appendix.

IAS 7 Statement of Cash Flows| Examples illustrating the classification of cash flows
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Mr. Wayne Upton
Chairman

IFRS Interpretation Committee
30 Cannon Street

London EC4M 6XH

United Kingdom

Re: IFRIC-12 Service Concession Arrangement — Presentation of cash flows for
construction or upgrading services

Madrid, 9 March 2012

Dear Mr. Upton,

We write to you on behalf of SEOPAN, a grouping of the main Spanish construction
companies and worldwide leaders in the transport infrastructure concessions industry
(Public Works Financing publication).

We address you regarding our concerns about the decision taken by the Interpretation
Committee last November.

At November 2011 meeting, the Interpretation Committee decided to recommend
that the Board should propose an amendment, through Annual Improvements, to
paragraph 14 of IAS 7 to clarify that an operator that provides construction or
upgrades services in a service concession arrangement should present all of the cash
flows relating to this activity as operating cash flows.

From our point of view, if the Board approved that amendment, it would breach the
main objective of the International Accounting Standards, contained in the Conceptual
Framework (paragraph 12), which is to represent faithfully the economic substance of
the business providing information that is useful for making economic decisions.

From an economic point of view, the business of Services Concessions Arrangements
is a type of business which normally requires a heavy upfront investment that is
recovered by the operator with the cash that it receives in terms of tolls subject to
demand risk (intangible model) or other type of amounts not subjected to demand risk
(financial asset model).

The nature of this type of business, as a business which normally requires a heavy
upfront investment, was clearly recognized in the discussions on the IFRIC 12 and the
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classification of that heavy investment was one of the main issues on the table (see
paragraph 9 of IFRIC 12 Basis for Conclusions).

That upfront investment is normally financed by long term banks borrowing or bonds
financing that are normally guaranteed only with the future cash flows of the project.
From a business point of view, it is clear that the banks and bonders do not finance
operating costs, they finance an investment that will be recovered through future cash
flows of the project.

Taking into account the economic substance of the business, we understand that
cash outflows relating to construction services under a service concession
arrangement should be presented as investing cash flow.

The classification as an investing cash flow can not be denied because the investment
is executed exchanging a construction activity of a new infrastructure against an
intangible asset or a financial asset in a barter transaction. In terms of statement of
financial position, the operator is recognizing a fixed asset (intangible or financial) as
soon as the construction activity is performed (see IFRIC 12 illustrative examples) and
in terms of cash, the operator is receiving cash from the banks and the shareholders in
order to pay the investment that will be recovered in the future.

The conclusion that the cash out flows related to the construction of the
infrastructure are investment cash flows can be concluded not only analyzing the
nature of the business, but also from a technical point of view according IAS 7.

The IAS 7 paragraph 6 includes a definition for investing activities aligned with this
idea: “Investing activities are the acquisition and disposal of long-term assets and other
investments not included in cash equivalents”.

Paragraph 11 says that an “Entity presents its cash flows from operating, investing and
financing activities in a manner which is most appropriate to its business”

Additionally, paragraph 16 of IAS 7 establishes a definition of Investing Activities that
matches straightforward with the conclusion: “The separate disclosure of cash flows
arising from investing activities is important because the cash flows represent the
extent to which expenditures have been made for resources intended to generate
future income and cash flows. Only expenditures that result in a recognised asset in the
statement of financial position are eligible for classification as investing activities.
Examples of cash flows arising from investing activities are:

(a) cash payments to acquire property, plant and equipment, intangibles and other
long-term assets. These payments include those relating to capitalised development
costs and self-constructed property, plant and equipment;”.

We don’t see the arguments used to conclude the classification as an operating cash
flow, because p.13 says that “The amount of cash flows arising from operating
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activities is a key indicator of the extent to which the operations of the entity have
generated sufficient cash flows to repay loans, maintain the operating capability of the
entity, pay dividends and make new investments without recourse to external sources
of financing. Information about the specific components of historical operating cash
flows is useful, in conjunction with other information, in forecasting future operating
cash flows”, and it is clear that out flows related with construction activity in this type
of contract it is not a indicator of capacity of cash generation by the operator to repay
loans, but an investment that it is financed by long term loans that will be recovered
against future cash flows.

We want to remark that this is not only a theoretical discussion on accounting but
also a practical issue with negative impact in the business, because, if the change
proposed in IAS 7 by the IFRIC is finally approved, most of the covenants of the debt
financing these projects, in particular, financial expenses coverage ratio, will be
affected, as normally that ratio uses operating cash flow as a reference of cash
generation to pay interest of the debt.

In addition to the economic and technical arguments, we understand that applying
the criteria proposed by the Committee will lead to some illogical situations of
comparison between contracts of the same nature:

- In the case of existing infrastructure to which the grantor gives the operator access
for the purpose of the service arrangement (see p 7 a of IFRIC 12), and the operator
pays an upfront fee for the use of the infrastructure (Brownfield projects), that
payment would be considered as investment cash flow, as it is not a cash outflow of a
construction activity, and then different classification (investing versus operating) will
be applied for a very similar business, depending if the operator builds the
infrastructure and then operates it to recover the investment in the construction
(Greenfield project), or pays for an existing infrastructure and then operates it to
recover the initial payment (Brownfield project)

- In the case that the operator acquires the infrastructure from a third party, the
payments to that third party probably will be classified as investing (as building the
infrastructure is not the main activity of the operator), arising a new problem of
comparison with the case in which the operator build the infrastructure by itself.

Finally, we would like to point out that most of the world biggest concessions
infrastructure operators according to the Public Work Financing publication ranking,
not only Spanish but other European, as for instance, Vinci and Eiffage (France) or
Bilfinger-Berger (Germany), and non European operators, such as Andrade Gutierrez,
OHL Brasil and CCR (Brazil); Transurban (Australia) or ICA Group (Mexico), present
the cash flows relating to this construction activities as investing cash flows (see
attached Public Work Financing rankings and companies Cash Flow Statements).

Page 3 of 4
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As a conclusion, and bearing in mind all the arguments mentioned in this paper, we
ask the IASB to reconsider the position established by the IFRIC on this issue, as
reflected in November 2011 IFRIC update, in order to conclude that cash outflows
relating to construction services under a service concession arrangement should be
presented as investing cash flow.

For this purpose we understand that it could be interesting to increase the scope of
the outreach activities not only with Standard Setters, but also with the industry
financial analysts and banks that finance this type of activity, as they are very
familiar with the economic substance of this type of transactions.

We would be pleased to have a meeting to discuss about this issue, or if you need
further explanations do not hesitate to contact us:

Jesus Herranz Lumbreras — Planning and Control Director
jesus.herranz@ferrovial.es

Alberto Laverdn Simavilla — Internal Audit Director
alaverons@grupoacs.com

Laura Lopez Sotomayor — Head of Financial Compliance
lauralopezsotomayor@ferrovial.es

Yours sincerely,

Carlos Gasca
SEOPAN
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Mr. Hans Hoogervorst

Chairman

International Accounting Standards Board
30 Cannon Street

London ECAM 6XH

United Kingdom

Re: IFRIC-12 Service Concession Arrangement — Presentation of cash flows for
construction or upgrading services

Madrid, 18 April 2012

Dear Mr. Hoogervorst,

We write to you on behalf of SEOPAN, a grouping of the main Spanish construction
companies and worldwide leaders in the transport infrastructure concessions industry.

We address you regarding our concerns about the decision taken by the Interpretation
Committee last November.

At November 2011 meeting, the Interpretation Committee decided to recommend
that the Board should propose an amendment, through Annual Improvements, to
paragraph 14 of IAS 7 to clarify that an operator that provides construction or
upgrades services in a service concession arrangement should present all of the cash
flows relating to this activity as operating cash flows.

From our point of view, if the Board approved that amendment, it would breach the
main objective of the International Accounting Standards, contained in the Conceptual
Framework (paragraph 12), which is to represent faithfully the economic substance of
the business providing information that is useful for making economic decisions.

From an economic point of view, the business of Services Concessions Arrangements
is a type of business which normally requires a heavy upfront investment that is
recovered by the operator with the cash that it receives in terms of tolls subject to
demand risk (intangible model) or other type of amounts not subjected to demand risk
(financial asset model).

The nature of this type of business, as a business which normally requires a heavy
upfront investment, was clearly recognized in the discussions on the IFRIC 12 and the
classification of that heavy investment was one of the main issues on the table (see
paragraph 9 of IFRIC 12 Basis for Conclusions).
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That upfront investment is normally financed by long term banks borrowing or bonds
financing that are normally guaranteed only with the future cash flows of the project.
From a business point of view, it is clear that the banks and bonders do not finance
operating costs, they finance an investment that will be recovered through future cash
flows of the project.

Taking into account the economic substance of the business, we understand that
cash outflows relating to construction services under a service concession
arrangement should be presented as investing cash flow.

The classification as an investing cash flow can not be denied because the investment
is executed exchanging a construction activity of a new infrastructure against an
intangible asset or a financial asset in a barter transaction. In terms of statement of
financial position, the operator is recognizing a fixed asset (intangible or financial) as
soon as the construction activity is performed (see IFRIC 12 illustrative examples) and
in terms of cash, the operator is receiving cash from the banks and the shareholders in
order to pay the investment that will be recovered in the future.

The conclusion that the cash outflows related to the construction of the
infrastructure are investment cash flows can be concluded not only analyzing the
nature of the business, but also from a technical point of view according IAS 7.

The IAS 7 paragraph 6 includes a definition for investing activities aligned with this
idea: “Investing activities are the acquisition and disposal of long-term assets and other
investments not included in cash equivalents”.

Paragraph 11 says that an “Entity presents its cash flows from operating, investing and
financing activities in a manner which is most appropriate to its business”

Additionally, paragraph 16 of IAS 7 establishes a definition of Investing Activities that
matches straightforward with the conclusion: “The separate disclosure of cash flows
arising from investing activities is important because the cash flows represent the
extent to which expenditures have been made for resources intended to generate
future income and cash flows. Only expenditures that result in a recognised asset in the
statement of financial position are eligible for classification as investing activities.
Examples of cash flows arising from investing activities are:

(a) cash payments to acquire property, plant and equipment, intangibles and other
long-term assets. These payments include those relating to capitalised development
costs and self-constructed property, plant and equipment;”.

We don’t see the arguments used to conclude the classification as an operating cash
flow, because p.13 says that “The amount of cash flows arising from operating
activities is a key indicator of the extent to which the operations of the entity have
generated sufficient cash flows to repay loans, maintain the operating capability of the
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entity, pay dividends and make new investments without recourse to external sources
of financing. Information about the specific components of historical operating cash
flows is useful, in conjunction with other information, in forecasting future operating
cash flows”, and it is clear that out flows related with construction activity in this type
of contract it is not a indicator of capacity of cash generation by the operator to repay
loans, but an investment that it is financed by long term loans that will be recovered
against future cash flows.

We want to remark that this is not only a theoretical discussion on accounting but
also a practical issue with negative impact in the business, because, if the change
proposed in IAS 7 by the IFRIC is finally approved, most of the covenants of the debt
financing these projects, in particular, financial expenses coverage ratio, will be
affected, as normally that ratio uses operating cash flow as a reference of cash
generation to pay interest of the debt.

In addition to the economic and technical arguments, we understand that applying
the criteria proposed by the Committee will lead to some illogical situations of
comparison between contracts of the same nature:

- In the case of existing infrastructure to which the grantor gives the operator access
for the purpose of the service arrangement (see p 7 a of IFRIC 12), and the operator
pays an upfront fee for the use of the infrastructure (Brownfield projects), that
payment would be considered as investment cash flow, as it is not a cash outflow of a
construction activity, and then different classification (investing versus operating) will
be applied for a very similar business, depending if the operator builds the
infrastructure and then operates it to recover the investment in the construction
(Greenfield project), or pays for an existing infrastructure and then operates it to
recover the initial payment (Brownfield project)

- In the case that the operator acquires the infrastructure from a third party, the
payments to that third party probably will be classified as investing (as building the
infrastructure is not the main activity of the operator), arising a new problem of
comparison with the case in which the operator build the infrastructure by itself.

Finally, we would like to point out that most of the world biggest concessions
infrastructure operators according to the Public Work Financing publication ranking,
not only Spanish but other European, as for instance, Vinci and Eiffage (France) or
Bilfinger-Berger (Germany), and non European operators, such as Andrade Gutierrez,
OHL Brasil and CCR (Brazil); Transurban (Australia) or ICA Group (Mexico), present
the cash flows relating to this construction activities as investing cash flows (see
attached Public Work Financing rankings and companies Cash Flow Statements).

As a conclusion, and bearing in mind all the arguments mentioned in this paper, we

ask the IASB to reconsider the position established by the IFRIC on this issue, as
reflected in November 2011 IFRIC update, in order to conclude that cash outflows
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relating to construction services under a service concession arrangement should be
presented as investing cash flow.

For this purpose we understand that it could be interesting to increase the scope of
the outreach activities not only with Standard Setters, but also with the industry
financial analysts and banks that finance this type of activity, as they are very
familiar with the economic substance of this type of transactions.

We would be pleased to have a meeting to discuss about this issue, or if you need
further explanations do not hesitate to contact us:

Jesus Herranz Lumbreras — Planning and Control Director
jesus.herranz@ferrovial.es

Alberto Laverdn Simavilla — Internal Audit Director
alaverons@grupoacs.com

Laura Lopez Sotomayor — Head of Financial Compliance
lauralopezsotomayor@ferrovial.es

Yours sincerely,

Carlos Gasca
SEOPAN

Page 4 of 4


mailto:jesus.herranz@ferrovial.es
mailto:alaverons@grupoacs.com
mailto:lauralopezsotomayor@ferrovial.es

Agenda Paper 3 Appendix C

IFRS

19 April 2012 International Accounting
Standards Board (IASB)

30 Cannon Street
London EC4M 6XH | UK

Mr. Carlos Gasca Tel: +44 (0)20 7246 6410

SEOPAN Fax: +44 (0)20 7246 6411
Serrano 174 info@ifis.org

28002 Madrid www.ifrs.org

Spain

Dear Mr Gasca

Re IFRIC-12 Service Concession Agreements — Presentation of cash flows for construction or
upgrading services

Thank you for your letter of 18 April on the subject referred above. I appreciate you setting out your
views on the matter clearly, and I also appreciate the time you have spent discussing the issues with our
staff last month.

When the IASB discussed this issue in January, we decided to ask the Interpretations Committee to
look more broadly at concerns raised with the classification of cash flows and the guidance in IAS 7
Statement of Cash Flows. Accordingly this issue will be reviewed in the light of that broader
assessment. I understand that the Interpretations Committee will discuss these matters at its meeting
on 15-16 May.

T have passed your letter to the staff dealing with the IAS 7 issues and I am told that they will include
your letter in the agenda papers for the May Interpretations Committee meeting.

If you should have any further questions or comments on this matter, please do not hesitate to contact
Michael Stewart, IASB Director of Implementation Activities, on +44(0)20 7246 6410.

Chairman

The IASB is the independent standard-setting body of the IFRS Foundation -
The [FRS Foundation is a not-for-profit corporation under the General Corporation Law of the State of Delaware, United States of America é’
Registered Office: 1209 Orange Street | Wilmington | New Castle County | Delaware 19801 | United States of America | Company No.: FC023235 Ny

¢
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Transport Developers Ranked By Invested Capital

(as of 10/1/2010)

Company

Ferrovial-Cintra !
(Spain)

ACS (Iridium Concessions)
{Spain)

Macquarie
(Australia)

Vinci-Cofiroute
(France)

Hochtief
(Germany)

Egis Projects
(France)

Bouyques
(France)

Global Via-FCC-Caja Madrid
(Spain)

OHL
(Spain)

Bilfinger Berger
(Germany)

Total

Total Invested* Some Representative Projects

$ millions

$61,493

£38,244

$34,154

$34,130

$27,531

$22,203

$16,514

$18,241

$15,689

$11,374

$280 billion

(Total number of concessionsfleases)

(38) Highway 407 (Canada), Texas IH-635, Texas North
Tarrant Express, Texas SH 130, Indiana Toll Road,
Chicago Skyway (US), BAA, Birmingham Roads and
Straet Lights (UK), M-30, Madrid Sur (Spain)

(60) Fla. |-585 (US), South Fraser, Monireal A30
(Canada), Madrid Calle 30, Barcelona Metro, Seville
Light Rail, (Spain), Autopista Central (Chile)

(36) Autoroutes Paris-Rhin-Rhone (France), Mé

Toll (UK), Highway 407 (Canada), Incheon Airport
Expressway, Cheonan-Nonsan Expressway

(S. Korea), Indiana Toll Road, Chicago Skyway, SR125,

(35) A5 (Germany), Liefkenshoek Rail (Belgium),

Prado Sud Tunnel (France), Vasca da Gama Bridge
(Portugal), Elesfina-Patras-Tsakona Motorway (CGreece),
Confederation Bridge (Canada)

(22) Vienna Bypass (Austria), Sydney International
Airport, Eastlink (Australia), Vienna Northeastern Bypass
(Austria), Americo Vespucio Norte Beliway (Chile)

(20) AS Norlh (Austria), A28, Rouen-Alengon (France),
AB (Germany), A2 (Poland), SCUT A24 (Portugal), M25,
London Orbital Widening (UK)

(18) Port of Miami Tunnel {(US), Gautrain Express Rail
{South Africa), M5 Motorway (Hungary), A28 Rouen-
Alencon (France), Busan New Port (S. Korea), New Tyne
River Tunnel (UK)

(45) Transmontana Highway (Portugal), R3/R5
Motorways, Malaga Metro, Barcelona Metro (Spain),
Envalira Tunnel (Andorra), M50 Dublin Ring Road
(Ireland), Nuevo Necaxa Toll Road (Mexico)

(29) Barajas Airport Connector, Madrid Light Rall (Spain),
Autopista Regis Bittencourt, Autopista Fernao Dias
(Brazil), Autopista del los Andes (Chile), Mexico City
Bellway (Mexico)

(14) A1 (Germany), M8 Tolna (Hungary), (Germany)
RiverCity Tunnel, Peninsula Link (Australia), Edmontan
Ring Road, Kicking Horse Canyon, Golden Ears Bridge,
(Canada)

(317 concessions/leases)

Source: Public Works Financing “2010 International Major Projects” database

*Aggregate value (In nominal dollars) of all of a firm’s transportation P3 projects from October, 1985 to October 1, 2010. The “Total Invested" number is
the amount of public and private capital invested in public-private parinership projects in which a company has invested equity as part of a project devel-
opment consortium, i.e. the public infrastruclure improvements a firm's expertise and capital have helped lo creale or improve.

1 Includes Ferrovial's 2006 acquisition and operation of BAA's 7 UK alrparts, using $24.3bn enterprise value, post Gatwick sale.

PWFinancing | October 2010
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Also, in the U.S., P3s can offer more upfront capital forma-
tion than municipal revenue bonds because:

¢ The tax-exempt bond marker has more conservative debt-

coverage ratios
« Investor classes are different, offering different risk appetites

*  Private investors are willing to take more risk on toll-revenue
performance

« Tax-exempt borrowing rates are available through
the $15-billion federal PABs program

TOP TRANSPORTATION DEVELOPERS

By Num ions

Concessions / P3 Projects

Company Const../Operating” Prospects
ACS/Iridium (Spain 60 52
Global Via-FCC-Caja Madrid (Spain) =~ 45 37
Abertis (Spain) . 40 7
Ferravial/Cintra (Spain) 38 12
Macquarie Group (Australia) 36 9
Vinci/Cofiroute (France) 35 14
QHL (Spain) 29 18
NWS Holdings (China) 28 2
Acciona/Necso (Spain) 23 13
Sacyr (Spain) 22 12
Hochtief (Germany) 22 7
Cheung Kong Infrastructure (China) 21 4
EGIS Projects (France) 20 30
Bouygues (France) 18 14
John Laing (UK) 18 B
Andrade Gutierrez (Brazil) 16 2
Road King (China} 16 0
BRISA (Portugal) 14 B8
Alstom (France) 14 7
Grupo ICA (Mexico) 14 6
Bilfinger Berger (Germany) 14 3
Camargo Correa (Brazil) 12 1
Impregilo (taly) 10 6
Eitfage (France) 10 4
Reliance Undia) 10 1
Strabag (Austria) 9 8
SNC Lavalin {Canada) 9 4
Balfour Beatty (UK) 9 1
Transurban (Australia) 9 1
Siamens (Germany) 8 11
QOdebrecht (Brazil) 8 5
Skanska (Sweden) 7 8
Fluor (US) 7 5
Itinere (Spain) 7 1
Bambardier (Canada) ] 5

* number of road, bridge, tunnel, rail. port, airport concessions over $50m eapi-
tal value put under consiruction or operation from Jan. 1, 1885 to Oet. 1, 2010
(excludes design-build), Source: PWF 2010 International Major Projects data-
base
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*»  Accelerated depreciation creates significant value for privare
equity

EvoLurioN oF PPPs

The shift toward marker forces in the delivery of infrastruc-
ture services began in the U.S. with rail, power and telecom
dercgulation during the 1970s. In the mid-1980s, Argentina,
Chile and, most aggressively, the United Kingdom, broadened
the privatization portfolio ro include new risk-sharing arrange-
ments for the delivery of public works infrastrucrure.

PWF’s “International Major Projects Survey” was started to
monitor thar trend. The cumulative database now includes reports
on abour 3,300 projects that add up 10 $1.54 willion. This number
includes P3 projects thar are being planned, built or are operating
in 140 countries. Within that universe, our project reports show
1,867 transpore, water and buildings facilities worth $712 billion in
fees and invested capiral thar have been placed under construction
or completed since 1985 (see chart on oppasite page). B

Mining PWF's Projects Database

Deal Flow: Twelve U.S. and Canadian transportation pro-
jects worth $11.3 billion reached financial close in the past
12 months (see p. 11). There are 56 mostly greenfield U.S.
and Canadian P3" transport projects (not including nine
parking leasas) that are in the deal-flow pipeline. Eleven
transportation projects worth $12 hillion will close in the
coming year, experts predict.

P3 History: Since 1989, in the U.S. and Canada there
have been 114 projects worth $68 hillion that have been
built or are under construction now as design-build projects
(see p. 4-6). Of these, $33.5 billion included private respon-
sipilities such as financing, operation and maintenance. and
long-term warranties. Lease-improve contracts for five toll
roads were signed since 1898, when Highway 407 was auc-
tioned by Ontarla to the highest bidder.

League Tables: "Top Transportation Developers By
Number of Concessions” signed since 1985 is led by
ACS/Iridium, Global Via, Abertis and Ferrovial/Cintra. “Top
Developers by Total Invested Capital"(see p. 10) since
1985 is led by Ferrovial/Cintra, ACS/Iridium, Macquarie
and Vinci, The top 10 developers ranked on this list have
built 316 P3 projects worth $280 killion since 1685.

Worldwide: Since 1985, aver 600 tollroad and matorway
P3 projects worth $350 billion have been financed. Europe
(170 billion), Latin America ($68 billion) and Asia (364 bil-
lion), including Australia, lead the market. Rail concessions
worth $142 billion have been financed, almost half in Asia.

PWFinancing | Qctober 2010 3
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ACS, ACTIVIDADES DE CONSTRUCCION Y SERVICIOS, S.A. Y SOCIEDADES

DEPENDIENTES

ESTADO DE FLUJOS DE EFECTIVO CONSOLIDADO EN EL EJERCICIO TERMINADO EL

31 DE DICIEMBRE DE 2011

Miles de Eurcs
322011 3111212010
{*) (")
A) | FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE EXPLOTAGION 1.286.649 1.338.617
1. | Resultado antes de impuestos 1.243.901 1.490.437
2. | Ajustes del resultado: 1.463.613 (18.227)
Amortizacion del inmovilizado 953.952 380.522
Otros ajustas del resultado (netos) 509,661 (405.849)
3. | Cambios en el capital corriente (584.922) 203.238
4. | Otros flujos de efectivo de las actividades de explotacién: (535.943) (336.831)
Pagos de intereses (1.225.747) (828.453)
Cobros de dividendos 541.434 359.640
Cobros de intereses 313.760 243.870
Cobros/(Pagos) por Impuesto sobre benaficios (165.390) (121.832)
B) | FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE INVERSION (454.907) (2.063.008)
1. | Pagos por inversiones: (2.146.363) (4.845,160)
Empresas dal grupe, asociadas y unidades de negosic 836.351 (26.127)
Inmovilizado materal, intangible proyecios e inversiones inmaobiliarias (2.317.585) (1.470.583)
Otros aclivos financieros (364.185) (2.816.543)
Otros aclivos (301.144) (532.007)
2, | Cobros por desinversiones: 1.691.456 2.782.155
Empresas del grupo, asociadas y unidades de negogio 1.052.974 2.743.348
Inmovilizado malerial, intangible provectos e inversiones inmobiliarias g12.722 24245
Otros activos financieros 12.149 11.742
Otros actives 13.611 2820
C) | FLUJOS DE EFECTIVC DE LAS ACTIVIDADES DE FINANCIACION 695.476 1.005.670
1, | Cobros y (pagos) por instrumentos de patrimonio: (253.788) (332.870)
Adquisicion {279.253) (360.047)
Enajenacion 25.468 17477
2. | Cobros y (pagos) por instrumentos de pasivo financiero: 1.667.448 2125714
Emision 3914476 2882016
Devolucién y amortizacion (2.227.028) (855.302)
3. | Pagos por dividendos y remuneraciones de otres instrumentos de patrimanio (613.858) (618.204)
4. | Otros flujos de efectivo de actividades de financiacién: (124.326) (168.970)
Otros cobros/{pages) de aclividades de financiacién (124 328) (168.970)
D) | EFECTO DE LAS VARIACIONES DE LOS TIPOS DE CAMBIO 175.389
E) AUMENTDI{DISMINUCION) NETO DE EFECTIVO Y EQUIVALENTES 1.702.607 281.282
F) EFECTIVO ¥ EQUIVALENTES AL INICIO DEL PERIODO 2.452.570 2.171.288
G) | EFECTIVO Y EQUIVALENTES AL FINAL DEL PERIODO 4.156.177 2.452.570
1. FLUJOS DFE EFECTIVC DE LAS ACTIVIDADES DE EXFLOTACION 14.016 6.622
2, FLUJOS DF EFECTIVO DE LAS ACTIVIDADES DE INVERSION - 124,828
3, FLUJOS DE FFECTIVO DE LAS ACTIVIDADES DE FINANCIACICN (14.018) 35.861
FLUJOS DE EFECTIVO NETOS DE OPERACIONES INTERRUMPIDAS - 167.001
COMPONENTES DEL EFECTIVO Y EQUIVALENTES AL FINAL DEL PERIODD
Caja y bancos 3.086.945 1.625.308
Otros actives financieros 1.068.231 827.264
TOTAL EFECTIVO Y EQUIVALENTES AL FINAL DEL PERIODO 4,155.177 2.452.570

Las notas 1 2 19 y el Anexo | adjunto ferman parte integrante del estado de flujes de efectivo consolidado a 31 de diciembre de 2011,

{* ) Neo auditade




Fée (Spain)

Agenda Paper 3 Appendix C

GRUPO CONSOLIDADO

GRUPO
ESTADO DE FLUJOS DE EFECTIVO CONSOLIDADO (METODO INDIRECTO)

FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A. Y
SOCIEDADES DEPENDIENTES
a 31 de diciembre de 2011 (en miles de euros)

" Resultado antes de impuestos de oﬁéi‘ﬁéibnes continuadas

Ajustes del resultado

Amaortizacion del inmovilizado (Notas 7, 8 y 9)
Deterioro fondo de comercio e inmovilizados (Notas 7y 8)
Otros ajustes del resultado (netos)

Cambios en ¢l capital corriente

Otros flujos de efectivo de las actividades de explotacion

Cobros de dividendos
Cobros/(pagos) por impuesto sobre beneficios (Nota 25)
Otros cobros/(pagos) de actividades de explotacion

643.516
309.942
277.968

28.482
(49.235)
(35.605)

54.993
1.231.426

(230.572)
(56.408)

659.216
21.345
312.875

21.752
(30.737)
(36.351)

444.265
993.436

(424.550)
(45.336)

TOTAL FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE
EXPLOTACION

999.439

967.815

Pagos por inversiones
Empresas del grupo, asociadas y unidades de negocio
Inmovilizado material, intangible e inversiones inmobiliarias
(Motas 7, By 9)
Otros activos financieros

Caobraos por desinversiones
Empresas del grupo, asociadas y unidades de negocio
Inmovilizado material, intangible e inversiones inmobiliarias
(Notas 7,8y 9)
QOtros activos financieros

Otros Mujos dc efectivo de actividades de inversién

Cobros de intereses
Otros cobros/(pagos) de actividades de inversion

(64.295)
(528.031)

(69.591)

100.317
524.065

17.410

35.757
(10.410)

(661.917)

641.792

25.347

(82.717)
(668.730)

(109.248)

187.646
141.828

26.114

21.533
(23.786)

(860.695)

355.588

(2.253)

TOTAL FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE
INVERSION

5.222

(507.360)

Cobros y (pagos) por instrumentos de patrimonio (Nota 18)
Emisién/(amortizacion)
(Adquisicién)/enajenacion

Cobros y (pagoes) por instrumentos de pasivo financiero

(WNota 21)
Emisidn
Devolucion y amortizacion

Pagos por dividendos y remuneraciones de instrumentos
de patrimonio (Nota 6)

Otros flujos de efectivo de actividades de financiacién

Pagos de intereses
Qtros cobros/(pagos) de actividades de financiacion

2.365
(23.056)

575.359
(351.476)

(379.662)
(1.243)

(20.691)

223.883

(173.191)
(380.905)

4.654
(80.626)

922.286
(739.818)

(307.411)
(2.079)

(75.972)

182.468

(201.236)
(309.490)

TOTAL FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE
FINANCIACION

(350.904)

(404.230)

Efecto de las variaciones de los tipos de cambio
Flujos netos de efectivo de actividades interrumpidas (Nota 4)

Efectivo y equivalentes de actividades interrumpidas
a 31/12/2010 reclasificados

3.494

(33.261)

13.010
(45.046)

OTROS FLUJOS DE EFECTIVO

(29.767)

(32.036)

AUMENTO/(DISMINUCION) NETO DE EFECTIVO Y
EQUIVALENTES

623.990

24.189

Efectivo y equivalentes al inicio del periodo
Efectivo y equivalentes al final del periodo

1.678.651
2.302.641

1.654.462
1.678.651

Las nolas | a 33 y los anexos T a V adjuntos forman parte integrante de los estados financicros consolidados, conformando junte con éstos las cuentas

anuales consolidadas correspondientes al ejercicio 2011.
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AQERTIS (Spqiu)

Estados de flujos de efectivo consolidados
(en miles de euros)

Notas 2011 2010

Flujo neto de efective de las actividades de inversién:
Cambinacicnes de negocio y variaciones de perimetro = = 3.577
Adguisicidn neta de participaciones en entidades asociadas 8 (152.106) (24.851)
Cobros por venta de inmovilizado = 7.824 7.589
Adquisicién de inmovilizado material, activos intangibles, inmuebles

inversién y otros actives concesionales - (263.241) (333.998)
Adquisicién de activeos financieros disponibles para la venta - " (275)
Dividendos cobrados de participaciones financieras y entidades 8/20.d/

asociadas 27 118.293 896.224
Otros = 31.076 45.618
Actlvidades interrumpidas 26 908.728 (30.391)
(B) Total Flujo Neto de Efectiva de  Actividades de

Inversion 650.574 (236.507)

Flujo neto de efectivo de las actividades de financiacidn:
Deuda financiera obtenida en el periodo 14 1.385.503 979.498
Develucién de deuda financiera 14 (1.935.613) (1.126.883)
Dividendos pagados a los accionistas de la Sociedad Daminante - (862.102) (432.8565)
Devolucién prima a los acclonistas de la Sociedad Dominante - (295.8615) -
Acciones propias - (158B.617) 2,117
Devolucidn prima / pagos a participaciones na dominantes 13 (B87.575) (68.326)
Actividades interrumpidas 26 250.606 (5.162)
(C) Total Flujo de Efectivo de Actividades de Financiacién (1.703.313) (651.621)
(D) Efecto de las variaciones de los tipos de cambio (29.482) (14.371)
(Decrementa) / Incremento neto de efectivo y equivalentes

al efectiva (A)+(B)+{C)+(D) (91.318) 140.559
Saldo inicial de efectivo y equivalentes 482.328 341.769
Saldo final de efectivo y equivalentes 391.010 482.328

Los presentes estados de flujos de efsctivo consclidados deben ser leideos conjuntamente con las Notas incluidas
en las paginas 8 a 171,

(*) Estado de flujos de efectivo consalidada del ejercicio 2010 considerando el impacto de la clasificacian de las
actividades interrumpidas en aplicacidn de la NIIF 5 tel como se Indica en la Nota 1 y 26 y detallando
ingresos y gastos por mejora de |as infraestructuras como se detalla en la Nota 1.
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Ferrovial S.A. y Sociedades Dependientes AL ?P"‘p"‘)

ESTADO DE FLUJO DE CAJA CONSOLIDADO DE LOS EJERCICIOS 2011 Y 2010

D B emab
) (110
1.269 2.163
Ajustes al resultado -287 -807
Minoritarios -1 19
Amartizaciones/provisianes 1 388 437
| Resultado por equivalencia ' ) -17 428
| Resultado por financiacién 285 679
Impuesto | 61 220
Otros ingresos de explotacién j -15 -17
Ajustes valor razonahle menos coste de venta -989 -2.572
Otras pérdidas y ganancias
Pago de Impuesto i -92 -83
Variacidn cuentas a cobrar, cuentas a pagar y otros ] =334 <72
Cobro dividendos prayectos Infraestructuras 157 44
_Flujo de operaciones 32 713 1.245
Inversién en inmovilizado material/inmaterial -96 -127
Inversion proyectos Infraestructuras ] -780 -915
| Inversién inmavilizado financiero ) -96 -152
Desinversidn proyectos Infraestructuras 0 0
Desinversidn inmovilizado financiera 1.264 1.124
Flujo de inversién 52 291 70
| Flujo antes de financiacién 1.004 1.175
Flujo de capital y soclos externos 126 69
Pago de dividendos accionista sociedad matriz ) -367 -315
Pago de dividendos minoritarios sociedades participadas -15 -86
Otros movimientos de fondos propios 3 0 0
Flujo financiacién propia -256 -332
| Intereses pagados | -436 -641
Intereses recibidos 29 33
Aumento endeudamiento bancario 918 1,185
Disminucion endeudamiento bancario -1.141 -888
Variacion endeudamiento mantenidos para la venta - 0 189
Flujo de financiacién 32 -886 -454
| Variacién tesoreria y equivalentes 20 117 722 |
Tesorerfa y equivalentes al inicio del periodo 2.701 2.480
Tesoreria y equivalentes al final del perlodo 2.319 2.701
Impacto tipo de cambio en tesorerfa y equivalentes -19 -153
Variacion tesoreria y equivalentes mantenidos para la venta 0 526
| Variacion tesoreria y equivalentes Actividades Discantinuadas ) - 488 128
|Actividades discantinuadas
Flujo de efectivo de las actividades de explotacidn 1.160 1.253
Flujo de efectivo de las actividades de inversion -765 -916
Flujo de efectivo de las actividades de financiacion -555 -466
Flujo de efectivo neto de operaciones discontinuadas _ -161] -128|

Las Notas 1 a 39 y anexo 1, forman parte del Estada de Fluje Consolidado a 31 de diciembre de 2011.

Ferrovial, S.A. Cuentas consolidadas al 31 de diciembre de 2011 6
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Consolidated cash flow statement
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in € enullions) Motes 6011 11] 20091
Consolidated net profit for the period (including nen-controlling interests) 1,900.6 1,703.3
Depreciation and amartisation 52 1,7307 17285
Met increase/(decrease) in provisions 1350 1452
Share-based payments ((TRS 2) and other restatements ) (17.7) (308)
Gain or loss on disposals {204) (292
Change in fair value cf financial instruments 03 104
Share of prefit/(less) of equity-accounted companies, dwidends received from unconsolidated entities
and prefit or less from operations classified as held for sale (82.8) (98.8)
Capitalised borrowing costs (77.2) (99.2)
Cost of net finzncial deblt recognised 6 6359 7138
Current and deferred tax expense recognised 71 Q474 7273
Cash flows {used in)/from operations before tax and financing costs 2-3 5,052.0 4,770.7
Changes in working capital requirement and current provisions (78.3) 52338
Income taxes paid ) {949.9) o (643 8)
Met intarest paid ) (692.8) (762 3)
_Di\-icends received from associates 54.2 467
Net cash flows (used in)/from operating activities ! 3,385.3 3.9351
Purehases of property, plant and equipment, and intangible assets (694.7) (705.5)
Proceeds from soles of property, plant cn—:i' equipment, and intangible assets ) 992 k]
Netinvestments in operating assets 2 (595.4) (615.5)
Operating:cashifiow i 2 278918 33195
Investments in concession fixed assets (net of grants received) (836.2) (9978)
Financiol receivobles (FPP contracts and others) (349 {zigé‘j'
Growth investments in concessions and PPPs 2 (871.1) (1,043.9)
ifraecashiflow 2 Q9187 22,2758
Furchases of shares in subsidiories and nssociotes (ronsolidated and L;'ﬂCOﬂSfodﬂl?d;' 690.8)" (156.5)
Praceeds from sales of shares i subsickaries and asscciates (consclidoted and uncensolidated) 235 538
Met effect of changes in scope of cansalidoton (37875 14
Net financial investments (1,040.0) (96.4)
Qther (68.4) (313)
Net cash flows {used in)/from investing activities 1] (2,575.0) (1,787.1)
Changes in share capital 30537 648.8
Changes in treasury shares (86.4) (25)
Non-controlling intzrests in share capital increases of subsidianes 10 51
Aceuisitions/dispasals of non- contralling interests (without acquisiticn or loss of control] (54.4) (30.6)
Dividends paid )
- 10 shareholders of VNI § A (602,49 (8160
- to non-cantrolfing mterests {619 (59.5)
Procecids from new borrowings 7210 14497
Remayment of borrowings and changes in other current financial debt (1,303.1) -[2,123.4)
Change in cash management assets ) 3714 (815.2)
Net cash flows (used in)/from financing activities n (1,009.9) (1,749.5)
Change in net cash L+ 11+ 111 (199.6) 3985
Net cash and cash equivalents at beginning of peried 4,821.7 4,396.1
(Other changes - 4400 270
Net cash and cash equivalents at end of period 23 50711 4,821.7
Increaseddecreass) of cash management financial assets (3714) 4162
(Praceeds fram/repayment cf loans 5821 6787
Other chs nges (390.0) (46.8)
Change in net debt 70.0 1,870.6
Net debt at beginning of period (13,129.7) {15,000.3)
Netdebtatend of period 23 (13,059.7) (13,129.7)

{4 Restated following the change of methad described in Note A.1.2 “Change of method: equity acceunting of jointly contralled entitizs”

134 Exeluding azquisition of Cegeler paid in VINCI siores (€1,385 mullion),
1=*4) Including €334 milliun: relating to the nat finoncial debt of companies ocquired in the periad

184 VINCI_2010 Annual Report
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INFORMACION FINANCIERA SELECCIONADA

Uds.: Milas de ourcs
PERIODO PERIODD
ACTUAL
31112/2011 31/12/2010
A) FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE EXPLOTACION (14243 +4) 1438 003.134 008 525
1. Resultado antes de im 1_& 542.935 361723
2, Ajustos dol rosultado: 1410 674.017 607.782
(+) Amortizacién del inmovilizado 1411 252370 237.500
(+=) Otros ajustas del {natos) 1412 422,547 a70.282
3. Cambios an el capilal corianta 1415 (129.892) {419.551)
4,  Ofros flujos de sfective do lns actividades de explotacidn: 'M_@ (94,82 338.57T1
(-) Pagos da Intereses 4 ] 0
(=) Pages por dividendos y } de atros inst itos de patrimonis 1430 0 0
(+) Cobiros du dividend 1422 0 0
(*) Cobros de Intareses 1423 0 0
(/) Cobrosi(Pagoes) por impuesto sobre beneficios 1424 (95.964) 0.601} |
4/ Otros cob 03) de actividadas da axplotacion 1428 1.138 410.172
B) FLUJOS DE EFECTIVO DE LAS ACTIVIDADES DE INVERSION (1 + 2 + 3) 1460 (1.252.294) (1.448.342)
1. Pagos pork ] 1440 (1.432.898) (1.552.842)
Q] Empresas del grupo, asaciadas y unidades de negocio 1441 (155.786) {571.372))
() I llizado malerial, intangible e invers| inmobiiari 1442 (554.925) (1,147.108)
(=) Otros acives financieros 1443 (699.704) 196381
{]  Otlros aclives 1444 (22.393) (29.742)
2. Cobros por desinversionss: 1480 £4.382 13.686
(+) Emprasas dal grupe, iadas y uni de nagocio 1451 34.385 _3.660]
(+] Inmavi & Inversiones inmobiliarias 1452 20.017 9925
+) Otros activos finandieros 1483 | 0 ]
) Otros aclives 1484 ] o
3. Otros flujos de efective de actividades de inversién . 1455 128.222 92.815
{+) Cobros de dividandos 1488 4 8
*) Cobros de inlereses 1457 126,215 92,807
(+-) Olros M‘Eﬂm} do actividados do inversian 1468 0 0
(4] fmoemo DE LAS ACTIVIDADES DEFN\NM(!*Z '3#4) 1480 130.534 1.164.080
1. Cobros y (pagos) por insirumentos de palrdmonio: - 1470 (1.134) 0
(+)  Emisidn 1474 [} 0
) Amortizackd 1472 Q 0
() Adquisicis 1473 (127.035) 0
) 1474 125.901
2. Cobros y (pagos) por instrumentos de pasivo inanciero: 1480 785.197 1,331,221
(+) Emizisn 1481 2.180.110 2.540.277
() Devolucitn y amorlizacion 1482 (1.404.913) (1.209.056)
3. Pagos por dividendos y remuneraciones de otros Instrumantos do patrimanic 1485 (48.877) (42.848)
4. Otros flujos de efective de actividades de financlacidn 1488 (604.552) (137.223)
(-} Panos de intereses 1487 (576.311) (438,729)
+/- QOlros cobros/{pagos) de aclividades de financiacion . 1488 {28,341) 288,508
[[D)_EFECTO DE LAS VARIAGIONES OE LOS TIPOS DE CAMBIO S [ a2 | (57.820)] 71412
AUMEN M NETO DE EFEGTIVO Y EQUIVALENTES (A + B+ G # D) [ 1405 | (185.446)] 664.645
I F) _EFECTIVO Y EQUIVALENTES AL INIGIO DEL PERICDO 1468 1.349.439 064,794
[ 6) EFECTIVOY EQUIVALENTES AL FINAL DEL PERIODO (E 4 F) 1600 | 1.162.993] 1.349.438 |
PERIODO PERICDO
COMPONENTES DEL EFECTIVO Y EQUIVALENTES AL FINAL DEL PERICDO aﬁ%ﬁ A :
(+) Caja y boncos 1680 496.602 G45.867
(+) Qlros activos financieros 1_!02 666,101 703.572
() Menos: Doscublartos inlagrables a la vista 1663 0 ¢
TOTAL EFEGTIVO Y MN.ENTESAL FINAL DEL PERIODO 1600 1.162.603 1.349.439
Este modelo de estado de flujos de efectivo consolidado (métoco direclo) permite [as sltemalivas de ciasificacion de los int y delos dos, tanto recibidos coma pagados, qua
contemplan las NIIF adopladas. Cada una de las partidas anleriores debe ser clasificada de forma dnica y coherente, en cada e} como part, ‘ente a las aclividades de
ax 4n, inversion o finar 4

G-14
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ESTADO DE FLUJOS DE EFECTIVO CONSOLIDADO INTERMEDIO

-Método indirecto-

2011 2010
Miles de euros (No auditade) (Auditade)

Resultada antes de Impuestos de actividades continuadas e Inferrumpidas
Resultado antes de Impunstos de actividodes continuadas
Rasullado antes de impusstos e actividodes inlerrurmpidas

Amartizaciones

Detericras de! fonde de comercio

Pravisicnes de explotacian

Impuiacidn de subvenciones

Resullado de sdades. cantab, per parficipacion

Rasultade lincnciere

Resultado por venta de activos

Fondes Generados por los Operaciones

Existencias
Copital circulante
Varlacién del Copilal Circulante Neto

[Flujos Nelos de Tesoreria por Aclividades de Explotacién ]

Inversion nela en inmovilizado

Irversiores en inmovilzado maleral e intongible

Inversionas en proyectss inmokiliarios

Inversiones en proyectos concesionales

Inversiones en cuenta o cobrar de proyecios concesionales
Inversionas en inmevilizade financiero

Cesinversicnes en inmavilizedo matedal 2 Intangible
Cesinversionas en pravectos inmobiliaros

Dasinversiones en proyectos concesionales

Desinvarsionss en cuenla a coorar d2 proyectos concesionales
Desimversiones en Inmovilizado finandiers

Inferases cobrados

Dividendos recibidos

|Flujos Nefos de Tesoreria por Actividades de Inversion |

Incrementa 2l endeudamianito financiero
Disminucion el endeudariento finandiero
|ntereses pogados
Varlacion del Endeudamiento Financiere

amplicclén de copital

Dividendss pogados
Adguisician/Enajenacién de acdones oropics
Variacién de la Financiacien Propia

Ctras Fuenies de Fnanclocidn
Otras Fuentes de Financiacion

[VARIACIGN DE EFECTIVO Y OTROS MEDIOS LIQUIDOS EQUIVALENITES ]

Salde al inicio del perodo
Saldo al final de! periedo

(2.141.552) 179.549
{2,141 552} 188,348
0 {8.799)

188.255 167,535
18.230 0
106105 15425
{15.036) 19.467)
471.931 (273.627)
565505 485556
1124955 12,141
518.371 577.310
189,235 635422
(278.629) [254.479)
(89.350) 380.943

[ azsoor| [ 958253

2.551.307 (503.265)
[103.635) [220.157)
(13.621) {15.704)
(3392.174) {311.257)
(230.758) {309.587]
(576.185) [77.455]
38.524 83411

482 415

237.842 86,531

161.246 122,716
3072527 11.178

4£7.549 37819

256,510 102.525

I 2.551.307] | (503.265)]
522:302 482524
[3.108.8%4) {a71.917]
(674308) (522.671)
(3.260.900) (932.082)
94101 401332

140.843) 0

o (3.257) 0
s2.001 401.332

29.994 133,242

29.296 133,442

[ (3179.603) [ (397.308)
[ (ss.295)] [ 57.680]
J837ns 726035

584,420 783715

GRUPO SACYR VALLEHERMOSO

Estados financieros consolidados intermedios condensados. 31 de diciembre de 2011 Hoja &/ 63
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CUADRO 4

ANDRADE GUTIERREZ S.A, - CONTROLADORA Y CONSOLIDADO

ESTADOS DE LOS FLUJOS DE CAJA
PARA LOS EJERCICIOS TERMINADOS AL 31 DE DICIEMBRE DE 2009 Y 2008
{Valores expresados en miles de reales)

Cantroladara
2009 2008 2009
Beneficio (pérdida) neto [347.118) 113,91 (346.804)
Participaciones mincritarias 0 (27.429)
Intereses y variaciones manetarias (23.420) 25.973 81.629
Depreciaciones a3 164 1.464.617
Previsiones [34.073) 5.610 2.357.680
Amor tizaciones o . 13.957
Valor residual de active dado de baja - 699 37.708
Equivalencia patrimonial 367162 (181.120) {15.646)
Prevision/reversion pérdidas s/ actives - 385.747
Dividendos recibidues [6.646) 491 100.636
Otros L] 1387.023)
Caja gencrada on las operaciones [44.012) (34.482) 3.475.072
Reduccion {aumento] de los activos
Cucntas a cobrar [18.5249) (01.230) 13.585
Tributos diferidos y a recuperar (195) 11.997) 4,947
Gastos anticipados - - (194.142)
Demis activos 14,8596 1541) 4,424
(3.828) 183.768) (165.1886)
Auwmnente (reduccion) de los pasivos
Proveedores 14 - (79.168)
sueldos, cargas y beneficios 17 Kb} (27.561)
Tributos a pagar y diferidos 113) 215 £4.307
Previsiones . 41.916 (785.902)
Demis abligaciones 5 (74.422) 130.809)
28 32.698) (863.138)
Caja Melo Actividades Cperativas (47.812) (150.948) 1.441.748
aplicaciones financieras , (3.517) {22.693) 27 .654
Adquisiciones de bienes del activo inmuvilizado ( I Wl I?U\LLQ f Co‘u u'; 5,:' o & h Vlh 1’(.],) - 615 (1.808.871)
aumento de las inversiones permanentes g (243.632) 245.824 (654.779)
Participacion accionistas no controladeres e l:’all‘owi\)-j P"ﬁ(’_g - . 157.300)
Partes relacionadas 256,330 11.25%
Ores . 154.217)
Caja Heta Actividades de Inversion (0 W\ dmgu'{ ['Lu( juher ) 9.201 239,001 {2.547.513)
Captacion {pago) de préstamos, financiaciones v debentures 58.08% 187 .642) 1.258.939
Capital * 2 120.383)
Compra de acciones (494.929)
Pago arrendamients merzantil - (2.662)
Pago de dividendos y JCF - (749.575)
aAumento capital liquidacién acclanes tesoreria escisién -
Ctros - L.A466
Caja Meta actividades Financiacién 58.089 (87.642) (206.144)
aumenta de Caja y Equivalentes 19.478 411 (310.909)
Saldo inicial de cajn y equivalentes 1.513 1.102 4.084.475
Saldo final de caja y equivalentes 20.991 1.513 3.773.506
aumento de Caja y Equivalentes 19.478 411 (310.909)]

Las notas son parte integrante de los estados contables,
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ANNUAL REPORT 2010 « 011 CONSOLIDATED STATEMENTS AND ATTACHED NOTES
T T e T e e e e

CONSOLIDATED STATEMENTS OF CASH FLOWS FOR “
THE YEARS ENDED 31 DECEMBER 2010 AND 2009 “"
/

(Amounts expressed in thousands of Euras)
(Translation of statements of financial position originally issued in Portuguese - Note 31)

NOTES 2010 2009

OPERATING ACTIVITIES:
~ CASH RECEIPTS FROM CLIENTS 647829 645926
CASH PAID TQ SUPPLIERS o T(zs9s1) (101 949)
R~ "= = O N ]

FLOWS GENERATED BY OPERATIONS 444 416

—— 5708
-  (6563) 17297
) T a14652 488718
WERSTING ACTIVIES: . B R et e W SR ——
CASH RECEIPTS RELATING TO: ) )

'TANGIBLE FIXED ASSETS

" DIVIDENDS RECEIVED B
INTEREST AND SIMILAR INCOME

" CASH PAYMENTS RELATING TO:
INVESTMENTS

__(689) (46950
(108 696) (107 350)
18385) (154 300)

96 325 (100 291)

FINANCING ACTIVITIES: i s

~ CASH RECEIPTS RELATING TO:
~ LOANS OBTAINED

" FINANCIAL INSTRUMENTS - 851 12235
- 3626400 2229374
T _
LOANS OBTANED (3576262)  (2212463)

INTEREST AND SIMILAR COSTS

" DIVIDENDS PAID (179361)  (179168)
e — A T Gero) (43 787)
LEMENTARY CAPITAL CONTRIBUTIONS BY NON-CONTROLLING INTERESTS :

(3 950 989)
_ B30

EFFECT OF CURRENCY EXCHANGE RATECHANGES(4) =~~~ NST—— i S ...
.. EFFECT OF CONSOCIDATION PERIMETER CHANGES &) . TOVI=ISPRPRUS S |
VARIATION IN CASH AND CASH EQUIVALENTS (6) =(1) + @) + () + () +(5) Y. SO
 CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 21 165848 130460
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR . n 1353736 165848

The accompanying notes form an integral part of the consolidated statement of cash flows for the year ended 31 December 2010.

The Accountant n° 52018 The Board of Directors
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ANNUAL REPORT 2010 « 011 CONSOLIDATED STATEMENTS AND ATTACHED NOTES
TR RRREE AR ORI EURORC ODOOO O ROOARC 00U ONOOL 00 OROOE RO OOOAOR 0PN URO O AROL A8 PUBO 0 SEOOBOI R0 UBVAT OO0 RORL NRRNE AR AR NRAODL O CRRREERRRUROAN MR RRRT OO

The concession rights included in intangible assets obtained in Nefi‘i }3
consideration for construction services are made up as follows:

Y

7

2010 )
BRISA  LITORAL CENTRO ATLANTICO
i CONCESSION CONCESSION CONCESSION TOTAL
CONSTRUCTION COSTS —
BEGGINING BALANCE ... 259026 4803 928
7504 82450
e e B ] (580)
IR (s81) . DO (581)
ENDING BALANCE 4033328 585 893 265 996 4885 217
2009
BRISA  LITORAL CENTRO ATLANTICO  DOURO LITORAL ()
CONCESSION CONCESSION CONCESSION CONCESSION TOTAL

COMSIRUCTIONCOSTS e S—
RESTATED BEGGINING BALANCE 3880505 580 677

(65 774)

_ JBoewy 33 7911 Bl o SHEHY
o T TIRIPNEC N . SNOTUH, S . SRS C SRR |
.......... TRANORN. i (264) = B e ———C (264)

ENDING BALANCE 3 960 898 584 004 259 026 - 4 803 928
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Empresas ICA, S. A. B. de C. V. y Subsidiarias

Estados consolidados de flujos de efectivo

Por los afios que ferminaron el 31 de diciembre de 2010, 2009 y 2008,

(Miles de pesos)
Método Indirecto

Actividades de operacidn:

Utilidad antes de impuestos a la utilidad

Partidas relacionadas con actividades de inversion:
Depreciacién y amortizacion
Pérdida (utilidad) en vernta de activo ffjo
Reversidn de ajuste por deteriora
Ajuste por valuacién de inversiones de largo plazo
Participacién en los resultados de compaiilas asociadas

Partidas relacionadas con actividades de financiamiento:
Intereses a cargo
Fluctuacién cambiaria devengada no pagada
Valuacién de instrumentos financieros derivados
Otras

{Aumento) disminucion en:
Clientes
Inventarios y otros activos
Inventarios nmobiliarios
Otras cuentas por cobrar
Cuentas por pagar & proveedores
Anticipos de clientes
Impuestos a la utilidad pagados
Otras cuentas por pagar

Flujos netos de efectivo de actividades
de operaclon

Actividades de inversion:

Adquisicién de maquinaria y equipo

Venta de maguinaria ¥ equipo

Adquisicion de negocios

Adquisicién de inversiones en concesiones

y otras activos a largo plazo

Dividendos cabrados

Préstamos cobrados (otorgados)
Flujos netos de efectivo de actividades de inversién
Efectivo a obtener de actividades de financiamiento

Millones de dblares
(Conversion por
convenlencia Nofa 2)
31 de Diciembre 2010 2010 2009
$ 119 1,468,036 2,251,132
133 1,649,836 1,273,307
1 6,291 13,771
. & g (680,554)
) (10,654) 11,571
(7 (79,432) 114,256
170 2,103,627 1,363,497
37 (460,025) (268,729)
a1 384,442 498,105
7 90,786 6,620
416 5,152,907 4,582,976
(569) (7,050,159) (6,579,579}
(100 (129,169) 12,695
@) (87,880) (399,718)
(28) (348,564) (2,391,851)
18 229,669 1,689,256
(115) (1,425,333) 225212
(36) (442,954) (272,527)
(D (6,049) 967,002
332 (4,107,532) (2.166,534)
(40) (492,040} (1,255,511)
32 390,128 225,342
(21) (261,122} (193,668)
(205) (2,524,145} (2,627,807)
1 5,319 8,140
i 86.075 (1,007.193)
{226) (2,795,785) (4,850,699)
— (558 (6,903,317 (7,017.233)
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2010 2010 2009
Actividades de financiamiento: )

Préstamos obtenidos 1,342 16,621,255 8,455,842
Pagos de préstamos (558) (6,906,459) (2,714,444)
Pagos por créditos de arrendamiento financicro (3) (36,728) (12,587)
Intereses pagados (167} (2,073,881) (1,694,471)
Aumento de capital social (2009 neto de $89,890 de gastos de

colocacion) | 3,728 2,979,279
Instrumentos financieros derivados _ (43) (534,570) (499,630)
Recompra de acclones propias - - (7,936)
Disminucién de la participacion no controladora (8 (93.502) (249.463)

Flujos nctos de efectivo de actividades de financiamiento 564 6.979.843 6,256,590

Incremento (decremenio) neto de efectivo y equivalentes de

efectivo 6 76,526 (760,643)
Ajuste al flyjo de Et'ectivo por variaciones en el tipo de

cambio (5) (68,231) 39,385
Efectivo y equivalentes de cfectivo al principio del perfodo

(incluye efectivo restringido por $1,833,086) 364 4,510,667 5,231,925
Efectivo y equivalentes de efectivo al final del perfodo

(incluye efectivo restringido por $1,543,578) 8 365 3 4,518,962 4,510,667

Informacion adicional;

Durante ¢l afio 2009 se adquirié maquinaria y equipo a través de arrendamiento capitalizable por $36,527,

En el estado de situacién financiera se incluyen al 31 de diciembre de 2010, inventarios inmabiliarios por $1,446,825, adquirides n

{a ejecucién fiduciaria que se menciona en la Nota 21.a.

Las notas adjuntas son parte de los estados financieros consolidados.
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Bilf’iue}er Bel’ber CGEt‘hcuj)A

Consolidated statement of cash flows

€ million Notes 2010 2009
Earnings after taxes from continuing operations 207.7 827
Depreciation, amortization and impairments 167.8 127.9
Decrease /increase in non-current provisions - -10.8 46
Deferred tax expe“nseﬁ benefit . 16.9 -13.7
E&uity adjustment -10.5 -8.2
Cash earnings from continuing operations 3711 193.3
Decrease / increase in invenlories 758 -32.6
Decrease in receivables 24 202.0
Increase in current provisions _ 47.8 20.1
Decrease in liabilities 2108  -130
Change in working capital -84.8 176.5
Gains on the disposal of non-current assets i -40.7 -5.2
Cash flow from operating activities of continuing operations (32) 245.6 364.6
%;eeds fram the disposal of intangible assets - 13 0.4
i’roceeds from the disposal of property, plant and equipment 16.3 123
Proceeds from the disposal of financial assets 351 17.5
Investments in intangible assets -84 -81
Investments in property, plant and equipment -1323 N .—126.9
Investments in financial assets -202.5 -361.3
Cash flow from investing activities of continuing operations (32) 2005 -466.
Capital increase of Bilfinger Berger SE N 0.0 260.2
Dividend paid to the shareholders of Bilfinger Berger SE -883 -70.6
Dividend p;id to minority interest o -31 -39
Ejrrowlng 4.9 2.5
Repayment of loans -10.4 -161
Cash flow from financing activities of continuing aperations -96.9 1721
Change in cash and cash equivalents of continuing operations -141.8 706
Cash flow from operating activ&ies of discontinued operations (32) 158.3 36
Cash flow from inwast_ing activities of discontinued operations (32) o -34.1 -317
Cash flow from financing activities of discontinued operations - -04 34
Change in cash and cash equivalents of discontinued operations 123.8 -24.7
Other adjustments to cash and cash equivalents 62.9 e
Cash and cash equivalents at lanuary 1 . 798.4 720.1
Cash and cash equivalents of discontinued operations at end of year 305.8 =

Cash and cash equivalents at December 31 5372.5 798.4




FI'FFA GFE (ﬁbg@@ japer 3 Appendix C

CONSOLIDATED STATEMENT OF CASH FLOWS for the year ended 31 December 2010

In millians of euros Notes December 31, 2010 December 31, 2009
Cash and cash equivalents at the beginning of the year R AT e 1738
Effect of foreign exchange rate changes 2 -
Restated cash and cash equivalents at the beginning of the year 970 1,723
Profitfor theyear 326 269
Net impact of lnvestmenla accounted fr:ur hy the equuy methud 3 13
Depreciaticn, amerlisation and provisions, net 78 765
Other adjustments for items not involving movement of funds -40 =50
Gains on disposals =17 1%
Cash generated by operations 1,000 982
Netinterest expense -
interest paid 53 -515
Income tax 183 145
Income tax paid ) =308 =221
Changes in werking caprtdl related to opemtlng activities 18 -98 -40
Net cash from (used in) operating activities (1) i 802 843
Intangble sssels | e 87
Intangible assets arlsmg lrom ccncessmns'" -479 =i
Property, plant and equipment =23 e
Investments @ -1,378 -392
Total purchases of non-current assets =2306 -1.424
_ Praceeds from disposal ef non-current assets foln - .38
Cash and cash eguivalents of enlilies bought or suld 15 -13
Net cash from [used in) investing activities (1) -2,263 -1,399
Divdends peid S N
Proceeds from issue of 5harns o B4 L
Repurchase and resale of trpasury shares 6 -7
Repayrents of borrawings e -1309
New borrowings® 1,891 1,276
Net cash from [used In) financing activities (111} 1,223 ~-199
Net increase [dacrease] in cash and cash equivalents (I + 11 + 1] -238 -755
Cash and cash equivalents at the end of the year 17 732 948

Motas I ta 40 form an integral part of the consoldated financial statements.

{1) The main investments in 2010 relating to intangible assets arising from concessions concerned:
- the motorway being built by A'liénor, wath 347 millon of investments fcompared with €350 million in 20091, and
- the AFRR/ARFA motorway network, with €310 millien of investments [compared with €359 millian in 200%).
(2] As regards non-current financial assets, invesimenis in 20111 concerned mainly:
- the acquisition of 15.9% of the capilal of APRR for €975 million;
- investments in public private partnerships totalling €352 million (campared with €275 mitlion in 2009); and
- acquisitions lolathng €42 million.

{2] The increase in new borroaings was linked mainly to the investments describied above.
(4] In 2010, minarity interests m the capital increases at Eiffarie (€229 million] and Abénor (€25 million]

ANMNUAL REPORT 2010 E-' 73
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T"c\h (N ‘h"a ls.)

5 U'f‘b'\ c AU& ’ Transurban Holding Trust

Consolidated statement of cash flows
For the year ended 30 June 2011

30 June 30 June
2011 2010
Notes $'000 $'000

Cash flows from operating activities

Receipts from customers (inclusive of GST) 239,395 224,026
Payments to suppliers (inclusive of GST) (6,857) (409)
Interest received 122,005 187,769
Interest paid (275,088) (257,962)
Income taxes paid (4,654) (3.641)
Net cash inflow from operating activities 3z 74,801 149,783
Cash flows from investing activities

Payments for intangible assets (480,741) -
Payment for settlement of CityLink Concession Notes - (61.795)
Net cash outflow from investing activities (480,741) (61,795)
Cash flows from financing activities

Proceeds from issues of units, net of costs - 368,830
Proceeds from sale of treasury units, net of costs 67 3,488
Proceeds from borrowings, net of costs 775,803 500,292
Repayment of borrowings (465,000) (515,500)
Loans to/from related parties (240,547) (429,403)
Repayment of loans to/from related parties 585,786 204,956
Distributions paid to Transurban Group's security holders 23 (232,577) (230,451)
Distributions paid to non-controlling interests in subsidiaries (10,733) (14,442)
Net cash inflow (outflow) from financing activities 412,799 (112,229)
Net increase (decrease) in cash and cash equivalents 6,859 (24,241)
Cash and cash equivalents at the beginning of the financial year 4177 28.418
Cash and cash equivalents at end of year 9 11,036 4177

The ahove consolidated statement of cash flows should be read in conjunction with the accompanying notes.

137 TRANSURBAN ANNUAL REPORT 2017
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cash flow statement
sxm= O MZ 2010 2009
Operating activities Change in interest-bearing net receivables
Operating income 5458 6033  StkM 2010 2009
Adjustments for items notincluded in cash flow  ~930 -454  Interest-bearing net receivables, January 1 8,091 9230
Income tax paid -1,641 -1,069  Change in accounting principle -4 724
Cash flow from operating activities Adjusted interest-bearing net recelvables,
hefore change in working capital 2,887 4510 Japuary 1 8091 4506
Cash flow from change in working capital et T o "
Investments In current-asset properties -8434 ~7,929 Cash e fm: ;:wpira“ ng;fth?;ﬂ . (G 238 . Ta385.
G . BT S as ro sting as exd |ng

rrent-asset DO At ARed change in interest-bearing receivables -1623 -1,450
Changes in inventories and operating recelvab[es 427 3,147 ¢ ash'_ﬂtm from financing m@‘ﬁia;a‘d&iﬁé““““ PR
Changes in operating liabilities -379 -2,/44  change ininterest-bearing liabilities -2,916 -2,820
Cash flow from change in working capital 3,351 3,075 Change in pension liability 760 690

Reclassifications 0 227
Cash f ti tiviti 6,238 7,585 —
AT GHRE R e Net receivable/liability acquired/divested 4

Investing activities Translation differences -726 -528
Acquisitions of businesses 0 -10  Other items 94 -119
Investments in intangible assets -72 -62  Interest-bearing net receivables, December 31 9,914 8,091
Investments. In property, plant and equipment - -1338 -1,273

Investments in Infrastructure Development
assets

?Q MZE See also Note 35,

Investments in shares 155 -179
Increase in interest-bearing receivables, -2.830 3.328
loans provlded -
Digﬁaé_lé of businesses _-15
it i

Divestments of praperty, plant and eQuipmem 240 a3
Divestments of Infrastructure Development
assets 403 137
D ives‘nnents of shares 16 0 2
Decrease in |nterest—bearmg receivables, ' ' '
repayments of loans provided 603 164/
Income tax paid -14 -21
Cash flow from investing activities -3,850 -3,131
Financing activities
Net interestitems e 3 22
Other finandial items o ______ -8 -401
Borrowings __ a _' 473 1,333
Repaymentofdebt -2445 -1,269
Dividend pald -2,582 -2,185
Shares repurchased -252 -356
Dividend to/Contribution from non-controlling
interests -39 -5
Income tax pald 19 104
Cash flow from financing activities -4,888 -2,756
Cash flow fortheyear -2,500 1698
Cashand cash equivalents, January 1L 9,409 ______ ?}}ﬁ].

on differences in cash and
1:?!5:;[1: N“a lerits = =i
Cash and cash equivalents, December 31 6,654 9,409

&8 Consolidated cash flow statement

SkanskaAnnual Report 2010
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DEMONSTRACOES DOS FLUXCS DE CAIXA PARA O3 EXERCICIOS
FINDOS BM 31 DE DEZEMBERO DE 2010 E DE 2009

(Emm milhares de veais - RS)

Agenda Paper 3 Appendix C

OHL (Brm;{l)

FLUXO DE CAIXA DAS ATIVIDADES OPERACIONAIS
Luero liquide do exercicio

Ajustes para conciliar ¢ lucro liquide eom o caisca liquide (milizade nag) gerado pelas atividades operacionais:

Depreciaghes & amortizagdes

Amcriizagio de dgio cm investimentos

Baixa de alivos permanenies

Imposte de renda ¢ contribuigio social diferidos
Varizgdo monetdna ¢ jurvs sobre ciedores pela concessio
Receita com Aplicagies Fi iras Vineulad

Juros ¢ vamiagdes meneldnias de empréstimos

Juros e variagfies monetdrins e debéntures

Despesa Financeira AVP

Constituiglo (reversdo) de provisio para riscos eivers, walalhistas ¢ fiscais
Constitui i (reversio) de provisie par manutengiio

Equivalinea patimonial

Redugdo (aumenta) dos 2livas cperacionais:
Contas o receber
Contas a receber - partes relacionadas
Estoques
Despesas anteeipadng
Impestos a recuperar
Adiantamentos noves projetos
Outres créditos
Caugdes enniraiuais
Depositos judiciais
Cutras cantas a receber

Aumento (redugdo) dos passives operacionais,
Fomceedares
Fi jores - paries
Caugdes contratuais de fomecedores
Obrigagdes socials
Ohrigagdos fiscais
Receita diferida
Cemtas a pagar - partes relacionadas
Qutras contas a pagar
Credores pels convessiu
Riscos clveis trabalhistas ¢ fiscais
Pagamento juros - federais

Caixa liquido (ulilizado nas) gerado pelas alividades operacionais

FLUXO DE CAIXA DAS ATIVIDADES DE INVESTIMENTO
Adquisigies de ilens do ative imobilizado

Adiges na intengivel

Adiantamentcs para novos projeios

Aplicagdo finnanceira vinculada

Walor resgatado das aplicagfes vinenlad:

Adigles aos inveslimentos

Redugio de capital de socicdade controlada

Recebimento de dividendos - excreicios anteriores

Recebimznto d2 jures sobre o capital proprio

Recebimento de dividendos

Caixa liquido gerado pelas (ulihzado nas) atividades de investimento

FLUXO DE CAINA DAS ATIVIDADES DE FINANCIAMENTO
FEmpréstimos e financiamantos:
Caplacies
Prgamentos
Pagamentos = juros
Debentures:
Captagiio [ emissiia de debéntures
P; tos de debéntures - princip
Pagamentos de debéntures - juros
Pagamento de credores pela eoncessia
Pagamento de dividendus
Reechi de mitrues de emp ligadas
Empréstimos de miluos para empresas ligadas
Caplagio de rmitnos para empresns ligades
Cuixa liquide (utilizado nas) gerado pelas atividades de financiamenta

1

AUMENTO DO SALDC DE CAIXA E EQUIVALENTES DE CAEXA

CAIXA E EQUIVALENTES DE CAIXA NO INICI0 DO EXERCICIO

CAIXA E EQUIVALENTES DE CAIXA NO FIM DO EXERCICIO

As notas explicativas siio perte integrante das demonstragdies finonceiras.

Neta

Controladera Consolidado
explicativa_ 2010 2009 010 2009
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(Companhia aberta)

Notas explicativas as demonstragdes financeiras

Exercicios findos em 31 de dezembro de 2010 e 2009

(Em milhares de Reais)

Movimentagiio da depreciaciio

- Conelidata
P 1303 31010
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Py wany ann ny 7 asmy W ey 14k . : {18 2ie)
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(a) O valor de R$ 6.032 em 31 de dezembro de 2009 ¢ R$ 2 em 31 de dezembro de 2010 correspondente as
reclassificagdes do ativo imobilizado para o ativo intangivel.

Ativos Intangiveis

Coniroluders
Tnxn anusl de 31N 31N 1002009
antartieacho - % Custo Amuriiangan Liquids Cusio Ammriizayie Liguidu Custe Aario i tizn gio Lisquida

Dircitas de o de sstemas inform otizadks 0 1518 (1271 e b Eg (=a8) 144 477 {331y 146
Lt a3 e desenve lvinante & sisterag
i farmet el 0 2944 1287y 265 G ¥ . =
Direita da concendo - Aga (i) ) 41 763 25 661 ) 16127 4188 (23.358) 193 41 TR (17426} 234062
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International Accounting Standards Board

30 Cannon Street, London EC4M 6XH,
United Kingdom

Brussels, 21* May 2012

Ref.: IFRIC12 Service Concession Arrangements — Presentation of cash flows for construction or
upgrading services

Dear Mr. Hoogervorst,

FIEC is the European Construction Industry Federation, created in 1905, representing via its 34 national
Member Federations in 29 countries (27 EU & EFTA, Croatia and Turkey) construction enterprises of all
sizes, i.e. small and medium-sized enterprises as well as 'global players', carrying out all forms of building

and civil engineering activities.

We address you regarding our concerns about the decision taken by the Interpretation Committee last
November 2011 meeting. In particular at November 2011 meeting, the Interpretation Committee decided to
recommend that the Board should propose an amendment, through Annual Improvements, to paragraph 14
of IAS 7 to clarify that an operator that provides construction or upgrade services in a service concession
arrangement should present all of the cash flows relating to this activity as operating cash flows. In a
subsequent analysis (see: IFRIC Update, March 2012), the Committee noted that two ‘principles of
classification’ in IAS 7 have been used to support the Committee’s decisions (either for issuing an agenda

decision or for proposing an annual improvement):

a. cash flows in IAS 7 should be classified in accordance with the nature of the activity to which they relate,

following the definitions of operating, investing and financing activities in paragraph 6 of IAS 7; and

b. cash flows in IAS 7 should be classified consistently with the classification of the related or underlying item
in the statement of financial position. This approach could also lead, in some circumstances, to splitting

transactions into their different operating, investing and financing components.

The Committee observed that the primary principle behind the classification of cash flows in IAS 7 is that
cash flows should be classified in accordance with the nature of the activity in a manner that is most
appropriate to the business of the entity in accordance with the definitions of operating, investing and

financing activities in paragraph 6 of IAS 7. The Committee noted that it will use this as a guiding principle
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when analyzing future requests on the classification of cash flows. The Committee also recommended that

the Board should clarify the primary principle behind the classification of cash flows in IAS 7.

We strongly believe cash outflow relating to construction services under a service concession arrangement
represent investing cash flow. Our analysis below builds on two aspects: the nature of the business and
the technicality of IAS 7.

Our position closely corresponds to the principle of classification in IAS 7 “b” (cohesiveness principle)
identified by the Committee, because the assets resulting from the construction or upgrade services provided
are presented as investments in the statement of financial position according to IFRIC 12 (i.e. [non-current]

financial or intangible assets).

Additionally, the presentation as investing cash flow is also supported by principle “a” (nature-of-activity
principle), because this principle is based on the notion in paragraph 11 of IAS 7 that the classification shall
be based on a judgment of which presentation is most appropriate to the business and therefore most

decision-useful to the users of financial statements.

We thank you for the opportunity to submit our contribution on this matter and we would be pleased to have
a meeting to discuss about this issue.

Yours sincerely,

Ulrich Paetzold

FIEC Director General
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DETAILED COMMENTS:

The business of Services Concessions Arrangements is a type of business which normally requires
a heavy upfront investment that is recovered by the operator with the cash that it receives in terms of
tolls subject to demand risk (intangible model) or other type of amounts not subjected to demand

risk (financial asset model).

The nature of this type of business, as a business which normally requires a heavy upfront investment, was
clearly recognized in the discussions on the IFRIC 12 and the classification of that heavy investment was
one of the main issues on the table (see paragraph 9 of IFRIC 12 Basis for Conclusions).That upfront
investment is normally financed by long term bank borrowing or bonds financing that are normally
guaranteed only with the future cash flows of the project. From a business point of view, it is clear that the
banks and bonders do not finance operating costs; they finance an investment that will be recovered through
future cash flows of the project. Taking into account the economic substance of the business, we understand
that cash outflows relating to construction services under a service concession arrangement should be
presented as investing cash flow. The classification as an investing cash flow cannot be denied because the
investment is executed exchanging a construction activity of a new infrastructure against an intangible asset
or a financial asset in a barter transaction. In terms of statement of financial position, the operator is
recognizing a fixed asset (intangible or financial) as soon as the construction activity is performed (see IFRIC
12 illustrative examples) and in terms of cash, the operator is receiving cash from the banks and the
shareholders in order to pay the investment that will be recovered in the future.

The conclusion that the cash outflows related to the construction of the infrastructure are investment
cash flows can be concluded not only analyzing the nature of the business, but also from a technical

point of view according IAS 7.

The IAS 7 paragraph 6 includes a definition for investing activities aligned with this idea: “Investing activities
are the acquisition and disposal of long-term assets and other investments not included in cash equivalents”.
Paragraph 11 says that an “Entity presents its cash flows from operating, investing and financing activities in
a manner which is most appropriate to its business”. Additionally, paragraph 16 of IAS 7 establishes a
definition of Investing Activities that matches straightforward with the conclusion: “The separate disclosure of
cash flows arising from investing activities is important because the cash flows represent the extent to which
expenditures have been made for resources intended to generate future income and cash flows. Only
expenditures that result in a recognized asset in the statement of financial position are eligible for

classification as investing activities. Examples of cash flows arising from investing activities are:

(a) cash payments to acquire property, plant and equipment, intangibles and other long-term assets. These
payments include those relating to capitalized development costs and self-constructed property, plant and

equipment.

We don't see the arguments used to conclude the classification as an operating cash flow, because
paragraph 13 says that “The amount of cash flows arising from operating activities is a key indicator of the

extent to which the operations of the entity have generated sufficient cash flows to repay loans, maintain the
3
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operating capability of the entity, pay dividends and make new investments without recourse to external
sources of financing. Information about the specific components of historical operating cash flows is useful,
in conjunction with other information, in forecasting future operating cash flows”, and it is clear that out flows
related with construction activity in this type of contract it is not a indicator of capacity of cash generation by
the operator to repay loans, but an investment that it is financed by long term loans that will be recovered

against future cash flows.

Last but not least we want point out also a practical issue with negative impact in the business,
because, if the change proposed in IAS 7 by the IFRIC is finally approved, most of the covenants of the debt
financing these projects, in particular, financial expenses coverage ratio, will be affected, as normally that
ratio uses operating cash flow as a reference of cash generation to pay interest of the debt. In addition to the
economic and technical arguments, we understand that applying the criteria proposed by the Committee will

lead to some illogical situations of comparison between contracts of the same nature:

- Inthe case of existing infrastructure to which the grantor gives the operator access for the purpose of
the service arrangement (see paragraph 7 a of IFRIC 12), and the operator pays an upfront fee for
the use of the infrastructure (Brownfield projects), that payment would be considered as investment
cash flow, as it is not a cash outflow of a construction activity, and then different classification
(investing versus operating) will be applied for a very similar business, depending if the operator
builds the infrastructure and then operates it to recover the investment in the construction
(Greenfield project), or pays for an existing infrastructure and then operates it to recover the initial

payment (Brownfield project).

- In the case that the operator acquires the infrastructure from a third party, the payments to that third
party probably will be classified as investing (as building the infrastructure is not the main activity of
the operator), arising a new problem of comparison with the case in which the operator build the

infrastructure by itself.

Finally, we would like to remark that most of the world biggest concessions infrastructure
operators present the cash flows relating to this construction activities as investing cash flows.
Therefore, the proposed change is not going to provide useful information for the financial
information’s users (i.e. industry financial analysts and banks that finance this type of activity),
who are very familiar with the economic substance of this type of transactions.

As a conclusion, and bearing in mind all the arguments mentioned in this paper, we ask the IASB to
reconsider the position established by the IFRIC on this issue, relating to construction services

under a service concession arrangement should be presented as investing cash flow.





