
 

Accounting Standard No. (7)
Cash Flow

The Board of accounting and auditing standards in the republic of 
Iraq has ratified in his session held in 30-7-1996, the following 
accounting standard over the preparation of cash flow statement as 
apart of the annual financial statements. 

Objectives and Scopes 
1. This standard aims to: 

A. Provide information about cash flows for financial statement 
users to create bases to determined and evaluate the ability of 
enterprise on cash production, its rewards, it used fields, 
scheduling and verification of its achieved in the future. 

B. Impose the enterprise to provide information about the changes 
in cash and its allowances by preparing' a statement of cash 
flow classified according to the 

 enterprise activities. . 

C. Unify the followed bases to prepare a statement of cash 
 flow by different economical activities prepared according 
 to the cash and its allowance concept. 

2. The following enterprises are imposing to prepared statement of 
cash flow according to requirements for this .standard as 
completed part, for the annual financial statements: 
a.. the Social Sector Enterprises. 
b. The Mixed Sector Companies. 
c. The Public and Private Co-operation Companies. 
d. The Branches of Companies and Foreign Economic 

Institutions which work in Iraq. 
e. The banks and financial institutions. 
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3. The following below tern1S mean: 

Cash: 
 which include the cash in the fund and banks. 

Cash Equivalents: 
Which mean, short term investments that have the high liquidity, 

and could be transferred immediately to cash funds, which submit to 
unimportant risks in changing its value. 

Cash Flows: 
 Which include in and out flow from cash and its rewards. 

Operatin2 Activities: 
 They are the main activities to produce revenues for enterprises
and other activities without investment or financing activities. 

Investing Activities: 
Which represented in processes of possession, elimination of 

fixed assets and other investments, which are not enter in the cash 
rewards. 

Financing: Activities: 
 These activities are due to the changes in volume and 
combination of equity right and borrowed funds for enterprise. 

Cash and its Cash Equivalent: 
4. The enterprise has cash and cash equivalent for comparison of 

short-term monetary liabilities that is not for investment or 
any other purposes. If any investment is accepted as 
equivalent, it must be able for transfer immediately to the 
cash of known 
fund, which submitted for unimportant damages in change of 
its value. Those investments aren't included in the shares and 
bonds. 
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5. Overdraft is considered one and expecting of cash items and its 
rewards from the bank loons. 

6. The transfer among items that are included the cash and its reward 
is not considered cash flow. 

Display the Cash Flow Disclosure: 
7. Cash flows must be classified according to operative, 

investment and financing during the financial period, to allow the 
financial statements users to performance these activities 
effect on the financial center of the enterprise and amount of cash 
funds and its rewards and performance the relation between those 
activities. 

8. One transaction could contain on cash flows classified in 
different method, for example the payment cash to settlement 
the loan and its benefits, the benefit element could be 
classified as operative activity while the loan money is 
classified as financing activity. 

Operative Activities: 
9. The cash flows resulted from operative activities are the 

central indicator on enterprise's ability to produce the 
sufficient cash flows for settlement its adherence, 
continuance and maintenance of its operative power, payment 
the profits and providing chances for new investments 
without need to the financial resources from abroad. 

10. The cash flows of the operative activities basically consist of 
the main activities to produce revenues in the enterprise, so 
that they generally result from transactions and other events 
which enter in determination the net profit and loss. 
Some of examples on that flows for operative activities are: 
a. Cash receipts from sale goods and presenting services. 
b. Cash receipts from concession right, trade marks, 

remuneration, factor ages and other revenues. 
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c. Cash payments for goods and services suppliers. 
d. Cash payments for employees or behave of them.  
e. Receipts and cash payments for insurance companies about 

shares, compensations, annual benefits and, other benefits of 
insurance policies. 

f. Cash payments and funds which returned to income taxes that 
unless they result from .financing and investment activities. 

g. Cash receipts and payments result from contracted 
 dealings for the treatment and commercial purposes. 

11. The enterprise could possess some of bills and loans for 
treatment or trading purposes which are treated as possessed 
goods. That means the cash flows resulted from purchasing 
and selling the commercial bills classified as operative, as 
well as, the cash advances and loans that presented by the 
financial institutions usually classify as operative activities as 
long as they connect with the main activity for producing the 
enterprise revenues. 

Investing Activities: 
12. The cash flows resulted from investment activities consider 

important, because they represent the scope that reflects 
expenses amount in order to gain directed revenues to create 
the income and futurism cash flows for examples on these 
flows: 
a. The cash payments to get the fixed assets, intangible 

assets, and other long-term assets. These payments 
include those, which concern with developing costs 
capitalized and internal for fixed assets. 

b. Cash receipts from selling the fixed assets, intangible 
 assets and other long-term assets. 

c. Cash payments from getting shares securities debts and 
 other treatment means which concerned with interests and
 participation of the  enterprise. (Except the payments for
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debts, which consider as cash rewards or those possessed for 
commercial treatment purposes). 

d. Cash receipts from selling the equity or instrument debt for 
other enterprises and interests in participation. (Except 
receipts for these instruments which considered cash rewards 
or those possessed for commercial treatment purposes ). 

e. Cash advances and loans which given to other parties (Except 
advances and loans in which the financial institution present 
they are considered as operative activities ). 

f. Cash receipts from loans and advances recovery which given to 
other parties (Except advances and .loans for financial 
institutions which considered from operative activities ). 

g. Receipts and cash payments for future contracts, long term 
payment contracts, deposit of speculation contracts, 
except those contracts which are saved for treatl11ent and 
trading purposes, or the receipts and payments which 
classified of financing activities. 

Financing Activities: 
13. Independent disclosure about cash flows from financing activities 

are important, because it has a benefit in prediction of the future 
cash flows demands by capital suppliers for enterprise. For 
examples the cash flows resulted from financing activities are: 
a. Cash receipts from issuing the shares or other equity of. 
 b. Cash payments for owners to get or amortize the 

company's shares. 
c. Cash receipts from issuing loan securities, loans, drafts,

securities, pawns, and other means of borrowing short or 
long-term. . 

d. Cash settlements for borrowed funds. 
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e. Cash payments by tenant to diminish liabilities which 
connected with long-term financing rent contract. 

Disclosure of Cash Flows: 
14. The enterprise prepares an independent statement with l11ain 

classifications for total of cash receipts and payments due to the 
operative, financing and investment activities except the cash 
flows described in the items (15) and (16), which are appeared in 
net. 

15. The following cash flows due to the operative, financing and 
 investment activities on the net: 

a. Cash could be appeared and payn1ents receipts instead of 
clients when the cash flows reflect the client activities 
instead of enterprises activities, for example: 
(1) Acceptance and settling the deposits -on 

demand- to the bank. 
(2) Saved funds for clients by investment enterprise. (3) 
Gained rents instead of owners or paid about 

 them. 
               b. Cash receipts and payn1ents from items which have 
 quickly turnover ratio, its great funds, and tin1e of its 
 accrual limited, for examples: 

(l) Main funds which concerned with clients of 
credit cards. 

(2) Purchasing and selling investments. 
(3) Any other short-term borrowings, as the 

borrowing which do not exceeding the time of their 
desert for three months. 

16. The following Cash flows for financial institutions activities on the 
base of net can be showed: 
a. Cash receipts and payments for acceptance and settling 

the deposits, which have fixed term. 
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b. Putting deposits by other financial institutions, and 
 drawing the deposits from these institutions. 
c. Pay cash advances and loans for clients and settling these 
 advances and loans. 

Cash Flows Offer From Operative Activities: 
17. The institution offers The cash flows from operative activities

to use one of the following two methods: 
 ...... 

a. Direct Method: This method discloses about main 
classifications from total of cash receipts and payments. To 
get information for these classifications is either: 
First: From accounting records of the enterprise or. 
Second: Adjustment the sells and their cost (benefits 

revenues and the ,like, benefits expenses and the 
like, in the financial institutions), and any items in 
the income list with effects of: 
(1) Gained changes in inventories, debtors, and 

creditors of operative activities during the... 
 period. 

(2) Other non-cash items. 
(3) Cash effects of other items are cash flows of 

 investment or financing. 
 b. Indirect Method:- In accordance with this method, net 
 profit and loss are adjusted with following transactions 
 effects: 

(l) Changes in inventory, debtors and creditors about 
 operative processes during the period. 

(2) Non cash items as depreciation, allowances, deferred 
 taxes, unrealized profits and loss of foreign currency. 

(3) Cash effects of all other items are cash flows of 
 investment or financing. 

This method can be showed with a statement of revenues and 
expenses, which is outstanding in the disclosure of income and 
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gained changes of inventories, debtors and creditors about the 
operative processes during the period. 

18. Direct method is the preferable one to offer the cash flows for 
operative activities, because it presents more comprehensive 
information over the evaluation of future cash flows than what the 
indirect method presents. 

Offer of Cash Flows From Investment and Financing 
19. The enterprise prepares an independent offer of main flows for 

the total of cash receipts and payments due to investment and 
financing activities, except the cash flows in both (15), (16) items, 
which appear in the net. 

Offer of Cash Flows for Foreign Currencies: 
20. Cash flows due to transactions in foreign currencies are 

recorded in Iraqi dinar, by using exchange rate of foreign currency 
between Iraqi dinar and foreign currency in the date of cash flow. 

21. Cash flows are translated to the subsequent companies, with 
exchange rate between the Iraqi dinar, and foreign currency in 
the date of cash flow. 

22. Limited cash flows shows with a foreign currency suited with 
the accounting standard No. (4) (Accounting for exchanging 
effects with foreign currency prices). This leads to use any 
exchange rate approached to the actual price. For example, the 
current average of exchange rates can be used in the period to 
translate the cash flows of the subsequent foreign companies. 

23. The unrealized Profits and losses due to the changes in 
exchange of the foreign currencies do not consider, as cash 
flows. But, the effect of these changes on cash and its 
possessed pr accrual rewards appear in the cash flows 
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statement to applicate the cash and its rewards at the 
beginning and the end of the period. These changes are 
shown separately from the cash flows for the different 
activities. 

Extraordinary items 
24. These items disclose independently the cash flows statement 

over the cash flows of the gains, losses due to the accidents 
and recognized processes about the ordinary activities of the 
enterprise, that are not expected to repeat regularly (the so-
called extraordinary item) according to its foundation 
from  

operative or investment or financing activities, that is the 
financial statement's users will be able to understand their 
nature and effects in present and future of cash flows of the 
enterprise. 

The Benefits and Profits Dividends 
25. The cash flows must be disclosed and about all the benefits 

and profits dividends, which received and paid 
independently. Each one should be classified in a fixed way 
from time to time, either to be operative, financing or 
investing activities. 

26. Disclosing about total of benefit funds paid during the period 
of cash flow statement either to be expenses which is shown 
in income or capitalized statement According Standard No. 
(3) Capitalization of Borrowings Expenses. 

27. Paid and received benefits and dividends of received 
profits must be classified as operative cash flows in financial 
enterprises. But, there are many of alternatives to classify 
these cash flows in other enterprises, it can be classified as 
operative cash flows, because, it entered to determine the 
profit and loss net, and, as other alternative can be classified 
as investment cash flows, because it represents costs 
obtaining on the sources funds or cash flows for they are
revenues on 
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investments. Whatever the classification are. It should be fixed on 
the adopted classification from a financial year to another. 

28. Paid profits dividends must be classified as financing cash flows 
because it represents as a cost to obtain on funds resources, or 
classified as cash flows on the operative activities, to help the 
financial statements users to determine the ability of enterprise on 
pay of profits dividends out of the operative cash flows. 

Taxes on the Income: 
29. Taxes on the income raised from transactions, which increase 

cash flows, which classified in statement of cash flows as 
operative, financing or investing activities. Almost, the 
determination of cash flows is unworking way according to 
the nature of activities, because it may resulted from different 
period over the cash flows for transactions, therefore, paid 
taxes is usually classified as cash flow from operative 
activities. Except when will be able to determine practically as 
cash flows from financing or investing activities, whenever it 
will be suitable. When the tax funds flows is distributed on 
more than one sort of activities, it should be disclosed on the 
total funds for payable taxes. 

Investment in Followed Companies and Participated 
30. When the accounting on investment in any friendly or followed

company to use the equity or cost method, the investor will limit 
his present in the statement of cash flows on these cash flows 
between him and other investor, for example, profits dividends 
and given advances. 

31. In case for enterprise, its rights appeared in a unit under a 
participating control according to the way of proportion equity, it 
must be appeared in statement of unified cash flows, 

 53



 

its share proportion from cash flows in unified financial 
statements. 

Possession and Abandonment of Shares in Subsequent Companies 
and Other works Units 
32. The cash flows collected and due to possession or abandonment 

from shares in subsequent companies or other works units are 
presented independently and classified as investing activities. 

33. The enterprise discloses in aggregate and unified value over 
the following orders, for processes of appropriation or release 
the shares in subsequent companies or other works units 
during the period: 
a. The total value for possession and abandonment. 
b. The part of possession value or release which be settled
 by cash and its rewards. 
c. Amount of cash and its rewards in subsequent company or
 works unit of possessed or eliminated. 

     d. The fund of assets and liabilities except cash and it rewards 
in    subsequent  company   or  works unit   of  possessed or 
eliminated according to the main units. 

Non Cash Transactions 
34. The cash flows statement are eliminated from the investing or

financing transaction which are not use cash and its rewards 
and must be disclosed on these transaction in the financial 
statements to provide all the suitable transactions for this 
investing or financing activities. For example on non-cash 
transactions: 

a. Possessing assets for protect other commitment or
financing means of borrowing. 

              b. Enterprise possession by issuing stocks.  
              c. Transfer the debts to shares. 
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Disclosure 
35. Enterprise must be disclosing about elements of cash and its 

rewards, and applicated between funds in disclosure of cash 
flows, and rewarded items in the general budget. 

36. Enterprise must be disclosing about political which adopted to 
specific combination of cash and its rewards for liability with 
accounting stander No. (6) disclosure about information which 
concerned with financial statements and accounting political. 

37. Enterprise must be disclosing in administration report about 
important balances fund for cash and its rewards, it possessed of 
which are not used by the group. 

 55

 


