Finance - Cashflows

Torbryan plc's inoome statement bor the year ended 31 December 2007 and the

alance sheets as at 31 December 2006 and 2007 ane & follows:

Income statement for the jear ended 31 December 2007
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During 2007, the business spent £95m on additional plant and machinery. There
were Ny ot her son-Curment-asset acguisitbons or disposale. A dividend of £SO was
paid on ordinary shans during the year, The interst receivable revenoe and the
Inierest payahle expenses for the year were equal to the cash inflow and outflow

respectively.

Cash flow stmt

Torbryan pe
Cash Now stateman! lor the year ended 31 Decembar 2007
Em £m
Cash Mows from opotating activilies
Profit balors tanation (afier imerest) (see Mobe 1 Deiow) 103
Adustrments for,
Depraciation Mote 2) i
Interest receivable (Note 3) {17
Interest payable (Mote 4) - |
278
Increase in trade recevables (139 — 121) {18
Decrease in rade payabies {55 — 54) 1)
Dacrease in mvantories (44 — 41) _4
Cash generated from opsarations 262
Interast paid 23
Taxation paid {Nota 5] )
Diividand paid A5
Mat cash from operating aciivties 150
Cash flows from ivesting activitiss
Paymems (o acquire tangible non-oumant assels 85)
Interast recalved (Mota 3 e
M cash used in imiesling activitkes {TE}
Cash Mows from financing activities
Repaymants of loan notes (ot 6) (150
Iszue of ordingry shares MNote 7) _ag
Ml cash used in financing activitios |60}
Met increass in cash and cash eguivalants _12
Cash and cash equivalents &t 1 January 2007 (Note 8) ]
Cash and cash equivalenis al 31 December HET 156}

T see how this refates 1o the cash of the business at the beginning and end of the
vear It can be useful to provide a reconciliation as follows:

Analysis of cash and cash eguivalents during the year ended 31 December 2007
Derdralt badance ol 1 January 2007

Mt eash inflos
Owerdraft balance af 31 December 2007
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Finance - Cashflows

Sinco thore were no disposals, the depreciation charges must be the difference betwoen the start
and end of the year's plant and machinary [non-current assets) values, adjusted by the cost of any
additions,

Carmpng amount at 1 January 2007
Acditiers

Depraciation (balancing figure]
Carrying amount at 31 Decamber 2007
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Taxation is pald by companies 50 per cent during their accownting year and 50 per cent in the
foliowing year. Thus the 2007 payment would have been half the iax on the 2000 profit (that is,
the figure that would have appeared in the current lkabilities af the end of 2006, plus half of the
2007 teation charge {that iz, 18 + (Y « 48) = 39), Probably the easiest way to deduce the amount
paid during tha year to 31 Decamber 2007 is by following this approach:

Em
Taxation owed at start of the year (from the balance shest az af 31 Decembar 2008} 1@
Taxation charge for tha year (from the INCoMe: statameant) 48
az

Less Taxation owed at the and of the year (from the balance sheet as
at 31 December 2007) (r=]]
Taxation paid during the year 9

Thia share issus rassaed £90m, of which ©50m want into tha share capital tolal on the balance sheat
and E£40m into share pramium,

What does this cashflow stmt tell us?

¢ Tells us how the business has generated cash for the period and where the cash has gone

¢ Net cash flow from operation is strong, larger then the profit for the year figure, expected as
depreciation deducted in arriving at profit

¢ Working capital absorbed some cash - expansion of activity re sales revenue for the year

e Some net outflows of cash for investing activities not unusual as many non-current assets
have limited lives & need replacing

¢ Fairly major outflow of cash to redeem borrowings, partly offset by the proceeds of a share
issue

e Together with plough-back profit from trading there has been a significant shift in the equity /
borrowings balance



