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The Structure of Cash Flow Statements by the Asset
and Liability View

Jongtae Lee”

Abstract

FASB presented two distinct conceptual views of earnings in 1976. One is the asset
and liability view which depends on definitions of assets and liabilities to define earn-
ings and its components. The other is the revenue and expense view which depends on
definitions of revenues and expenses and relates or matches them to define earnings.
Nowadays this conceptual views of earnings shift to the asset and liability view from
the revenue and expense view. This shift remains the problem of the interpretation on
Cash Flow Statement in the financial statements. Cash Flow Statement was developed
by the revenue and expense view. Therefore we need to examine the structure of Cash
Flow Statement by the asset and liability view. This study examined the asset and li-
ability view and the revenue and expense view by FASB and clarified that Cash Flow
Statement was developed by the revenue and expense view. Next we reviewed the struc-
ture of Cash Flow Statement by the asset and liability view. In that review we certified
that Cash Flow Statement by the asset and liability view should be prepared by the di-
rect method.
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