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Investigating the impact of bankruptcy risk on
accrual’s capacity in Predictability of cash flows

' Ali Rahmani, "Ameneh Bazrafshan®
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v- PhD student of Accounting, University of Alzahra, Iran-corresponding author

Abstract:

Purpose :the purpose of this paper is to overview the accrual’s capacity in
predictability of cash flows and the impact of bankruptcy risk on the
capacity. Because the economic decisions require the assessment of
company power in creating cash flows. Furthermore, some researches guest
the probability of being influenced the relationship by bankruptcy risk.
Methodology: this article by using of company’s financial information listed
in Tehran Stock Exchange; first nationalize the chariot’s bankruptcy risk
model. Then with segregation of accruals to discretionary and non
discretionary, investigates the relationship between Accruals and future cash
flows.

Findings: Results show a significant positive association between abnormal
accruals and future cash flows but as probability of one-year-ahead
bankruptcy risk is increasing, this association is decreasing.
Originality/value: although, the prior researches have studied the Accrual’s
capacity in predictability of cash flows, but this paper in addition to
segregation of accruals to discretionary and non discretionary, with
empirically analyzes the influence of bankruptcy risk on the given
relationship. So, the evidences of this paper open a new window for the
investors.

14



Keywords: normal accruals, abnormal accruals, bankruptcy risk and future
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