Fry Vo 7o—FHRHOWHMRE 23

Frvovvae7u—itHEO RN
— EHEEOEMIZMY T —

Some Comments on the Statement of Cash Flow:
Towards an Application of Direct Method.

I A
Hideki ENDO
F—U—F!IFrya-7o—flRlE, BEREHEIEZF vy a7 —, FEEE BEEE
FEIRE), HEGEAME, ERrE B aErE:
Key words : statement of cash flow, cash flow from operating activity, direct method,

indirect method, business activity, relevance, reliability, understandability

THY

AR, DBEOF v v o o 7o —FREEREEORESE R L, Frvva e To—
FHERORB I T 0L O ORTERA LD TH 5, [MHHELESHA &, HERBHKX
FICBOTHBEEZEGE LT b, UL LIEKS, HEEERICKS &, oMt s o g
FHAE LI O S, BEEEEMNOCZEEE CFO D o BEM~OMBELEL ST 2, 20
B4, RWBELOWEEHBIMEICESWTIRGT 5, 72, REREI, #EEEE GRS
DRGEFEDT, [FEIEH OXDEET S, NS0 UEER, Fvvva- 7o ik
BOT, REES LR ICE > THNESGWSERERIET 2 2 &12®&iio,

Abstract

This paper reviews the issues of the current rule for the statement of cash flow in
Japan and makes several recommendations for improving the statement. The Ministry
of Finance (MOF) regulations require the direct method in the operating activities
section. Because of the articulation of the other financial statements are difficult to
understand in the direct method, however, the direct method combine with reconciliation
of cash flow from operations to operating income. In this case, adjustments are to be
classified in one of the four categories based on its nature. In addition, corporate
activity establishes “business activities” section including operating activity and
investing activity. These improvements are useful in providing information more

relevant for investors and creditors in cash flow reporting.
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