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Abstract:

This study aims to identify the importance of the cash flow statement prepared by companies
in evaluating their actual and real performance and their ability to meet their obligations from their own
sources and without resorting to external sources, as these companies may face difficulty in obtaining it
when needed, in addition to the financial position and income statements that companies used to use in
the past, and since these statements (financial position and income) are based on the accrual principle, the
results of evaluating the performance of companies were contradictory, as some of them give good results,
but when using cash flows, the results are different. The researcher relied on the financial data obtained
from the annual reports of a sample of ten Saudi public joint-stock companies, where the researcher relied
on a set of financial ratios that were applied to the financial position and income statements on the one
hand and the cash flow statement on the other hand, so the results varied greatly, as the financial analysis
showed the values of the financial ratios extracted from the cash flow statement to be less in value than
the values of the financial ratios extracted from the analysis of the financial position and income
statements of the companies in the study sample, and the reason is the reliance on the cash basis in
preparing the cash flow statement, which shows real and more accurate results. The researcher used the
comparison method, which proves that this disparity is due to the difference in the nature of the
information contained in each type of financial statement. The study also included important results,
including the necessity of relying on the cash flow statement when evaluating performance, as the cash
flow statement contributes to providing information with qualitative characteristics that are useful in

evaluating the company's liquidity and profitability. The performance evaluation process is an important

and effective process for determining the strengths and weaknesses of the companies under study. The

financial statements of companies, in addition to the balance sheet and income statements, and some
recommendations, including the necessity for companies to disclose the cash flow statement with other

statements.
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