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One definition of the funds flow accounting is a field of research, or the results of it, that
explores the theoretical framework which can accommodate the statement of cash flows as
a primary statement. The importance of the funds flow accounting has been recognized as
the process of IASB’s Conceptual Framework Projects are going on. However, several very
important and significant issues had to be solved before the funds flow accounting becomes
complete and being established. First, the general formula of the income determination
method peculiar to the funds flow accounting [X] should be established. Second, the
Three-dimensional double entry accounting system [Y], which lays the foundation for funds
flow accounting should be developed. [X] was found out in 1982 in Japan and presented in
the U.S.in 1983. [Y] was completed in 1994 in Japan and was introduced to the U. S. in
1998 and published in English (Satoh, 2000). Miller and Bahnson (2002) is a valuable
literature providing the evidence that [X]and [Y] were solved in Japan. Based on these
theoretical foundations, empirical explorations were made on the valve relevance of the
recalculated earnings; (Dreported net income minus discretionary income (cash flow
approach), @reported net income minus equity interest (entity view), and @reported net
income minus discretionary income and equity interest.
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