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Effect of the auditors size on the ability of accounting earnings and its components
to predict future operating cash flows

ALIASGHAR MOTTAGHI*

Department of Accounting, Tabriz Branch, Islamic Azad University, Tabriz, Iran

Abstract

The research study examines the effect of the auditors size on the ability of accounting earnings
and its components to predict future operating cash flows and selects the appropriate model in the
listed firms in the Tehran Stock Exchange. The dependent variable of the study is future operating
cash flows. Earnings and its components including cash flows, and nondiscretionary accruals are
used as independent variables. The modified Jones model is used to measure discretionary
accruals. In this study, the auditor size is used as a moderator variable. Also, firm size, leverage,
and the industry effect are used as ‘control variables.This study covers A-years (\vAo6 to yvay).

Using panel data from financial statements and audit reports of companies in the sample, the
hypothesis are tested by multivariate regression model. The main finding of this study is that the
auditor size has no impact on the ability of accounting earnings and its components to predict
future operating cash flows.

Keywords: Auditor Size, Cash Flows Prediction, Operating Earnings, Cash Flow, Accruals
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