
MASB 5 CASH FLOW STATEMENTS  

The Malaysian Accounting Standards Board (MASB) issued on 23 June, 1999, MASB 5 
Cash Flow Statements, to replace MASB Approved Accounting Standard IAS 7 
(revised), Cash Flow Statements, issued by the Malaysian professional accountancy 
bodies in 1996. The cash flow statement is a useful addition to the balance sheet and 
income statement in their representation of an enterpriseÃs financial position, 
performance and adaptability (in particular its profitability versus cash-generating ability) 
and hence, the quality of the profit earned. 

Highlights :- 

Enterprises require cash to conduct their operation, to pay their obligations, and to 
provide returns to their investors. Hence, MASB 5 requires all enterprises to present a 
cash flow statement. 

Cash flow statement explains changes in cash and cash equivalents during a period. 
Cash equivalents are short-term, highly liquid investments subject to insignificant risk of 
changes in value. 

Changes in cash and cash equivalents are classified in the statement as arising from: 

operating activities; 

investing activities; and 

financing activities. 

Operating activities: may be presented using either the direct or indirect methods. Direct 
method shows receipts from customers and payments to suppliers, employees, 
government (taxes), etc. Indirect method begins with accrual basis net profit or loss and 
adjusts for major non-cash items. 

Investing activities: disclose separately cash receipts and payments arising from 
acquisition or sale of property, plant and equipment; acquisition or sale of equity or debt 
instruments of other enterprises (including acquisition or sale of subsidiaries); and 
advances and loans made to, or repayments from, third parties. 

Financing activities: disclose separately cash receipts and payments arising from an 
issue of share or other equity securities; payments made to redeem such securities; 
proceeds arising from issuing debentures, loans, notes; and repayments of such 
securities. 

Cash flows from taxes should be disclosed separately within operating activities, unless 
they can be specifically identified with either investing or financing activity. Similarly, 
interest paid, and interest and dividends received may be classified as operating cash 



flows unless they represent costs of obtaining financial resources or returns on 
investments respectively. 

Investing and financing activities that do not give rise to cash flows (a non-monetary 
transaction such as acquisition of property by issuing debt) should be excluded from the 
cash flow statement but disclosed separately. 

Effective date: 1.7.99 

 


