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List the purposes and uses of the statement of cash flows and discuss the three activities that the statement of cash flows depicts.
The statement of cash flows provides information on cash inflows or receipts and cash outflows or payments in a business. Furthermore, it shows the net changes in cash that result from the various activities of an organization. Investors use the information provided on the cash flow statements to understand the firm’s ability to generate cash. The cash flow statements also reveal the sources of funds and how the funds are utilized to the users of the financial statements.  
The cash flow statements classify business activities into three types; operating activities, investing activities and financing activities. Operating activities are activities that create revenues and expenses during the normal day-to-day operations of the business. “These are the types of activities that occur during the normal day-to-day operations of a company” (Hill, R. 2018).  Revenues generated from operating activities are mainly from the sale of goods and services while expenses are from paying suppliers, paying taxes, and paying salaries and wages. 
Investing activities are activities that involve the purchase and disposal of long-term investments. “Investing activities include all those activities involve in long-term uses or sources of cash” (California State University, 2005).  Examples of these investments include acquiring and selling debt or equity securities such as stocks or bonds, selling subsidiaries, and the purchase and disposal of plant and equipment or other physical property. 
Financing activities involve the sourcing of funds through long-term debt or obtaining cash from shareholders and paying back these funds or dividends in the case of shareholders. Cash inflows from financing activities are from the sale of stock or equity securities and issuing debt in terms of bonds and notes. Cash outflows are from the payment of dividends and the redeeming of long-term debt.
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