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Background to the UKEB’s research project
• The UKEB embarked on a proactive research project in October 2024 on the                   

Statement of Cash Flows and Related Matters to

o Enable UKEB to gather an evidence base to contribute to the work of the IASB

o Ensure that any future amendments to the standard reflect the views of UK stakeholders

• Research involved

➢ Financial Statements Analysis – non-mandatory disclosures (‘encouraged’ by IAS 7), voluntary 
disclosures and other cash flow measures

➢ Investor/Creditor interviews and a User poll

➢ Preparer Interviews

Investors/Creditors: The statement of cash flows is useful for users of financial statements for
                                     non-financial institutions.

                                     “the statement of cash flows is more important than the statement of profit and loss”

https://www.endorsement-board.uk/statement-of-cash-flows


3

UKEB Research Project: Outputs Dec - 2024 –  Jul - 2025

Summary booklet Summary of first three UKEB papers (Jul-2025)  
(including the results of a User Poll)

Research paper 1

Research paper 2

Research paper 3

Research paper 4

Background and key issues (Dec-2024)

Non-mandatory and voluntary disclosures (Feb-2025)

UK User & preparer perspectives (Mar-2025)

UK Users’ views on potential ways forward (Jul-2025)

Note: Links to documents provided where underlined

https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=7
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=7
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=7
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=27
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=27
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=27
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=66
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=66
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=66
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=66
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=66
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=94
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=94
https://media.endorsement-board.uk/documents/5_Statement_of_Cash_Flows_and_Related_Matters.pdf#page=94
https://media.endorsement-board.uk/documents/UKEB_Research_Paper_4_Statement_of_Cash_Flows_UK_Users_views_on_potential_ways_forward.pdf
https://media.endorsement-board.uk/documents/UKEB_Research_Paper_4_Statement_of_Cash_Flows_UK_Users_views_on_potential_ways_forward.pdf
https://media.endorsement-board.uk/documents/UKEB_Research_Paper_4_Statement_of_Cash_Flows_UK_Users_views_on_potential_ways_forward.pdf
https://media.endorsement-board.uk/documents/UKEB_Research_Paper_4_Statement_of_Cash_Flows_UK_Users_views_on_potential_ways_forward.pdf
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Key Research findings

➢ UK stakeholders consider that there are opportunities for targeted improvements to enhance reporting of 
cash flow (and non-cash) information 

➢  Specific opportunities identified by stakeholders include

✓ Improving cohesiveness between the primary financial statements by introducing overarching 
principles

✓ Potential supplementary disclosures to links amounts disclosed in the primary financial statements
o Cross-referenced to enhance the usefulness
o Including a reconciliation of net debt
o Presenting non-GAAP measures, 
o Exceptional items or non-recurring/infrequently recurring items
o Working capital movements note
o Increasing information on relevant non-cash information (both non-cash items and non-cash 

transactions)

✓ Enhancing interconnectivity between IFRS Accounting Standards to elevate the importance of the 
statement of cash flows
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➢ Cohesiveness of the financial statements could be improved by 

✓ specifying a cohesiveness principle to ensure that the financial statements provide 
sufficient information to enable users to link items included in the statement of cash 
flows with the other primary financial statements 

✓ sufficient disaggregated information to enable users to link information disclosed in 
each of the primary financial statements, including, but not limited to

o cross referencing 

o more supplementary disclosures

✓ Qualitative disclosure through commentary on the statement of cash flows

Financial Statement Cohesiveness
Opportunities

• Relevant information scattered across the financial statements and notes

• Few companies provide cross-references to the notes for relevant cash flows



6

Users of financial statements want to be able to link information between the primary financial 
statements and the notes.

The statement of cash flows is seen as a key financial statement, helping users to understand the 
quality and sustainability of financial performance.

A cohesiveness principle would support this by:

✓ enabling reconciliation of cash flow statement to the other primary financial statements i.e. 
balance sheet and income statement (Appendix A)

✓ improving transparency on how the information disclosed in the notes relates to each other 
e.g. share-based payments, derivatives, leases, capital expenditure and the impact of business 
combinations

✓ improving the requirements in IAS 7, to require disclosure of both changes arising from cash 
flows and non-cash changes, such as

o changes arising from obtaining or losing control of subsidiaries or other businesses

o the effect of changes in foreign exchange rates and changes in fair values

Financial Statement Cohesiveness
Benefits
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➢ Users have identified supplementary disclosures that, if cross-referenced, would enhance the 
usefulness of the statement of cash flows and the financial statements more generally.

➢ Based on voluntary disclosures provided in the UK, users are keen to see

✓ An integrated statement of net debt (Appendix B) – highest priority for most UK users
o incorporating information about changes in liabilities arising from financing activities 

(currently required in IAS 7)
o to clearly link to the information reported in the statement of cash flows

✓ Reconciliation of changes in working capital – entity specific breakdown reconciling the 
statement of cash flows to the balance sheet movements for the respective components of 
working capital (Appendix C)

✓ More transparency for exceptional items i.e. material non-recurring or infrequently recurring 
items, including the impact on both the income statement and statement of cash flows, included 
in a single disclosure note (Appendix D)

Supplementary disclosures
Opportunities and Benefits
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Net Debt Reconciliation
Opportunities and Benefits
➢ A net debt reconciliation was seen as a significant opportunity to enhance the information about 

cash flow, particular highlighting the impact of non-cash transactions, and enhancing 
consistency of existing requirements relating to financing activities.  (see next slide for example)

Investors/Creditors: Net debt is very important– a definition of net debt would be useful, or at least an 
                                     IFRS –defined measure against which an entity can disclose its adjusted net debt as
                                     an MPM

                                     Users need to understand the impact of:
                                     - business combinations i.e. net debt acquired
                                     - factoring and reverse factoring
                                     
                                     A mandatory net debt disclosure reconciled to the statement of cash flows, and more
                                     generally reconciled to the primary financial statements, would be useful, as it
                                     would improve cohesiveness for users
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Example Net Debt Reconciliation

Source: Rolls Royce, 2024 
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Working Capital Movements
Opportunities and Benefits

• Few UK-listed companies sampled provided a voluntary disclosure of working capital 
movements (for two examples of companies that disclose see Appendix C)

• Users see working capital a core element of ongoing business but said they could not reconcile 
the working capital movement in the statement of cash flows to the movements in the balance 
sheet

• Working capital is not defined in IFRS 

Investors/Creditors: Working capital movement is very important
                                     - entity-specific component breakdown would help users understand what entity
                                       considers are its components of working capital
                                      - users need to understand the impact of 
                                                      - business combinations
                                                      - factoring and reverse factoring
                                     
                                     A working capital movements disclosure reconciled to the statement of cash flows
                                     and to the movement on the statement of financial position.
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Exceptional or Non - recurring items
Opportunities and Benefits

➢ Better information on Exceptional (non-recurring or infrequently recurring) or other adjusting 
items would help users assess long-term cash flows.

• Information on the cash impact is not widely reported by UK-listed companies sampled 
(for two examples of disclosure see Appendix D)

• Information needs to include the impact i.e. amount and category (operating, investing, 
financing) included in

o The statement of cash flows

o The income statement
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➢ Information on non-cash transactions provide users with better insight into the cash position and help 
them compare companies. However

o Information is often scattered

o Users cannot reconcile between the primary financial statements and the notes

o Insufficient information on transactions such as

• leases

• factoring of trade receivables and reverse factoring (supply chain financing) of trade payables

• share-based payments

➢ Possible solution: single note disclosure of non-cash (Appendix E)

➢ Other non-cash items

o users want to understand the material effects on balance sheet movements to enable users to link 
information in the statement of financial position with information in the statement of cash flows 
including foreign currency exchange translation differences, fair value movement, and business 
combinations

Non - cash information
Opportunities and Benefits
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Interconnectivity between IFRS Accounting Standards

Examples of observed voluntary or suggested disclosures are shown in the appendices:

• Leases   (Appendix F) IFRS 16 Leases
• Capital Expenditure  (Appendix G) IAS 16 Property, Plant & Equipment
      IAS 36 Intangible Assets
• M&A, divestitures  (Appendix H) IFRS 12 Disclosure of Interests in Other Entities
      IFRS 3 Business Combinations
• Derivatives   (Appendix I) IFRS 9 Financial Instruments 
• Factoring receivables    IFRS 7  Financial Instruments: Disclosures
• Share-based payments*  (Appendix J) IFRS 2 Share-based payments
• Provisions   (Appendix K) IAS 37 Provisions, Contingent Liabilities, etc

IFRS Accounting Standards other than IAS 7, frequently include explicit income statement or balance sheet 
related disclosure requirements, but they rarely include cash flow related required disclosures

➢ To strengthen the connection between IFRS Accounting Standards and to elevate the importance of the 
statement of cash flows, there are opportunities for the IASB to

o refer to the statement of cash flows, and the classification principles and disclosure objectives in IAS 7

o ensure that principles in IAS 7 are sufficiently clear to ensure preparers are able to apply the standard



➢Companies approach the statement of cash flows as a 
compliance exercise rather than a valuable financial tool

➢Cash flow information is of significant importance to investors, 
yet the current accounting standard is not always leading 
companies to provide the information that users need 

 

Elevating the importance of the
Statement of Cash Flows
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Current research – Net debt (Nov - 2025)

Research paper 5 Net debt disclosures (Nov-2025)

UKEB research indicated:

➢ Users said that this disclosure is useful and improves the cohesiveness of the financial statements

➢ Users need to understand  the impact on net debt of

o acquired debt through business combinations 

o factoring and supply chain finance (reverse factoring) arrangements

➢ We recommend the IASB consider requiring a mandatory net debt reconciliation in IAS 7, as an 
extension of the required to provide details of the changes in financing liabilities

COMING SOON…………………………………..
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Questions for ASAF members:

1. Do you have any comments on the findings in the UKEB research papers?

2. Do any of the findings resonate with ASAF members?

3. Are any key findings contrary to findings in ASAF member jurisdictions?

UKEB research: Questions?
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Contact Us

UK Endorsement Board

13th Floor | 1 Harbour Exchange Square | 

London | E14 9GE

www.endorsement-board.uk
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Appendix A: reconciliation of cash flow statement to income 
statement 
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Appendix B: net debt reconciliation 

Cash and 

cash 

equivalents

Bonds Bank and other 

term borrowings

Lease liabilities Derivatives in 

FVHs

Derivatives at 

FVTPL

Total liabilities 

from financing 

activities

Net debt

2024

£m

2024

£m

2024

£m

2024

£m

2024

£m

2024

£m

2024

£m

2024

£m

Balance at start of year 327.9 (6,378.9) (1,985.9) (58.3) (455.1) 349.8 (8,528.4) (8,200.5)

Cash flows from operating activities 870.0 0.0 0.0 0.0 0.0 0.0 0.0 870.0

Cash flows from investing activities (680.7) 0.0 0.0 0.0 0.0 0.0 0.0 (680.7)

Cash flows from financing activities:

- Cash receipts - borrowings and derivatives 1,610.0 (1,492.0) (103.8) 0.0 (14.2) 0.0 (1,610.0) 0.0

- Cash payments - borrowings and derivatives (248.5) 111.4 129.9 1.5 5.7 0.0 248.5 0.0

- Interest paid (175.6) 0.0 0.0 0.0 0.0 0.0 0.0 (175.6)

- Dividends paid (320.0) 0.0 0.0 0.0 0.0 0.0 0.0 (320.0)

- ESOPs – purchase of shares (3.8) 0.0 0.0 0.0 0.0 0.0 0.0 (3.8)

Total cash flows from financing activities 862.1 (1,380.6) 26.1 1.5 (8.5) 0.0 (1,361.5) (499.4)

Cash movements 1,051.4 (1,380.6) 26.1 1.5 (8.5) 0.0 (1,361.5) (310.1)

Uplift on index‑linked debt 0.0 (178.2) (47.7) 0.0 0.0 0.0 (225.9) (225.9)

Changes in fair value 0.0 (11.2) 3.3 0.0 8.2 (54.7) (54.4) (54.4)

Foreign exchange 0.0 26.6 8.6 0.0 0.0 0.0 35.2 35.2

Other non-cash (details will be required) 0.0 (4.3) 0.0 (3.8) 0.0 0.0 (8.1) (8.1)

Other adjustments (details will be required) 0.0 0.0 0.0 1.1 0.0 0.0 1.1 1.1

Reclassifications (details will be required) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Non-cash movements 0.0 (167.1) (35.8) (2.7) 8.2 (54.7) (252.1) (252.1)

Balance at end of year 1,379.3 (7,926.6) (1,995.6) (59.5) (455.4) 295.1 (10,142.0) (8,762.7)
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Appendix C:  reconciliation of working capital changes to balance 
sheet 

Example 2: Vertu Motors plc, Annual Report 2024 p139

Example 1: J Sainsbury plc, Annual Report 2023, page 189

IFRS Accounting Standards do not include requirements for a company to explain the relationship between the composition of 
‘operating receivables and payables’ in IAS 7 and ‘trade and other receivables’, ‘trade and other payables’ and ‘current and non-
current’ assets and liabilities in IAS 1 (IFRS 18). 
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Appendix D:  cash flow impact of exceptional and adjusting items

The example below demonstrates how the cash 
impact of exceptional and other adjusting items 
can be disaggregated:
• by nature; and 
• by cash flow classification, clearly showing 

exceptional cash flows relating to operating, 
investing and financing activities. 

The example above shows the impact 
on the face of the statement of cash 
flows.
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Appendix E:  non-cash transactions with same economic impact as 
cashflows
An example of how non-cash transactions might be disclosed in one note to make information more accessible to 
users is set out below. This would include factoring of trade receivables, property, plant, and equipment (PPE) 
acquired by means of a lease, share-based payments, debt to equity conversions, etc.

Not shown below, each line would be cross-referenced to the note(s) where further information regarding the 
transaction(s) could be found.

NON-CASH TRANSACTIONS WITH SIMILAR ECONOMIC IMPACT AS CASH FLOWS ****

Operating 

activities

Operating 

activities

Investing 

activities

Investing 

activities

Financing 

activities

Financing 

activities

Type of non-cash transaction

2024

£m

2023

£m

2024

£m

2023

£m

2024

£m

2023

£m

Collection and onward transmission from factored receivables (non-recourse arrangements) 0.0 0.0 0.0 0.0 0.0 0.0

Reverse factoring of trade payables 0.0 0.0 0.0 0.0 0.0 0.0

Non-cash consideration received from (paid to) customers 0.0 0.0 0.0 0.0 0.0 0.0

Asset contributions from customers at nil cost 0.0 0.0 0.0 0.0 0.0 0.0

Equity-settled share-based payment charges 0.0 0.0 0.0 0.0 0.0 0.0

Withholding taxes and fees deducted at source 0.0 0.0 0.0 0.0 0.0 0.0

Government grants, R&D credits, etc 0.0 0.0 0.0 0.0 0.0 0.0

Acquisition of property, plant and equipment by means of a lease 0.0 0.0 0.0 0.0 0.0 0.0

Acquisition of subsidiary by issue of ordinary shares 0.0 0.0 0.0 0.0 0.0 0.0

Capitalisation of costs (e.g. borrowing costs and staff costs) 0.0 0.0 0.0 0.0 0.0 0.0

Non-cash exchanges of assets 0.0 0.0 0.0 0.0 0.0 0.0

Debt-to-equity conversions 0.0 0.0 0.0 0.0 0.0 0.0

Interest expense on discounted debt, commercial paper, zero coupon bonds,  etc 0.0 0.0 0.0 0.0 0.0 0.0

Impact of derivative financial instruments 0.0 0.0 0.0 0.0 0.0 0.0

Stock options paid to employees 0.0 0.0 0.0 0.0 0.0 0.0

Other (with details) 0.0 0.0 0.0 0.0 0.0 0.0

Total non-cash transactions with similar economic impact as cash flows 0.0 0.0 0.0 0.0 0.0 0.0

**** The impact on the cash flows in the current year would need to be transparent to ensure no double-counting e.g. lease payments made in the reporting year that a new lease is entered into
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Appendix F:  Possible improvements –  Leases
Example 1:Vertu Motors plc, Annual Report 2024, page 124

Example 3: United Utilities plc 2024 Annual report p202

Example 2: 4Imprint plc, Annual Report 2023, page 128
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Appendix G:  Possible improvements –  Capital Expenditure
Example 1:

Example 3: United Utilities plc 2024 Annual report p204

Example 2: Next Plc Annual Report 2023 p211, 212, 244
Additions of PP&E and Intangible assets arising from 
acquisitions disclosed in a separate line and cross-
referenced to the business combinations note.
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Appendix H:  Possible improvements –  M&A activity

Example 1: Next Plc Annual Report 2024

• Additions of PP&E and Intangible assets arising from acquisitions disclosed in a separate line and cross-referenced to the 
business combinations note (p211, 212, 244).

• Leases – movement in right-of-use assets and lease liability arising from acquisitions disclosed in a separate line and cross-
referenced to the business combinations note (p213) NO CASH FLOWS DISCLOSED 

• Provisions – movement in provisions arising from acquisitions disclosed in a separate line and cross-referenced to business 
combinations note (p228) 

• Net debt – movement in net debt arising from acquisitions disclosed in a separate column – ideally would be cross-referenced 
to business combinations note (p242)

• Acquisitions (p244, 245) – breakdown of assets/liabilities acquired would ideally be cross-referenced to respective notes. 
Some companies provide in columnar format, so that total assets/liabs acquired for all acquisitions are totalled and easily 
cross-referenced to other notes

There are differing levels of aggregation and disaggregation of disclosure requirements across IFRS Accounting Standards—
some requirements are in aggregate (for example, exchange differences and translation adjustments) and others are by 
‘class’ or ‘category’ of assets or liabilities (for example, disclosures required for business combinations).
The requirements might not enable investors to link the various disclosures to the line items of assets and liabilities and, 
therefore, to the part of the changes in those assets and liabilities included in the statement of cash flows.

Question: How might disclosure of M&A impacts be improved?

https://www.nextplc.co.uk/~/media/Files/N/Next-PLC-V2/documents/2024/annual-report-and-accounts-jan-2024.pdf
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Appendix I:  Possible improvements –  Derivatives
Example 1:

See also Appendix F: 
Non-cash 
transactions – this 
note might also 
include the non-cash 
effects of certain 
derivatives
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Appendix J:  Possible improvements –  Share-based payments
Example: Tesco plc Annual report 2024 p189
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Appendix K:  Possible improvements –  Other

Provisions:  Most companies do not disaggregate the amount utilised in the year to show amounts transferred 
to liabilities or amounts paid. A typical disclosure example: United Utilities plc 2024 Annual report p201

Tax payments: Example of tax movement disclosing cash flows 
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