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Structure of Cash Flow Accounting
— Presentation and Preparation of Statement of Cash Flows —

Takeshi Gunji

ABSTRACT

The listed companies in Japan are required to include the statement of
cash flows in their published financial statements. In IFRS, the statement of cash
flows is included in the system of financial statements with the statement of
financial position, the statement of comprehensive income, and the statement of
changes in equity.

The statement of cash flows has often been called the third financial
statement. Two methods of presentation, the direct method and indirect method,
are permitted in the statement of cash flows. However, that doesn’t
automatically mean it is the method of preparation of the statement of cash flows.
It is often claimed that in order to be equal to the balance sheet and income
statement, the statement of cash flow should be prepared directly from the
transaction data.

This paper investigates the working-sheets and accounting treatments in
the direct method and indirect method of preparation of the statement of cash
flows. The discussion concerning the direct method of preparation is primarily on
the three calculation system theory —theory of three-series-of-accounts
(Dreikontenreihentheorie)— developed by M. R. Lehmann of Germany. He
advocated the theory of doing calculations of the assets and equity, the expense
and revenue, and the receipt and disbursement at the same time.
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