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The purpose of this research is to investigate the relationship between earnings quality and financial flexibility. Also, the
effect of some corporate governance mechanisms on this relationship is experimentally tested. Multivariate linear
regression was used to test the research hypothesis. The statistical population was 120 firms listed to the Tehran Stock
Exchange during 2012-2021 (1200 firm-year observations). The research results showed that there is a negative and
significant relationship between earnings quality and financial flexibility. In other words, as the earnings quality decreases,
firms must holding more cash to provide their financial resources. Also, the results showed that corporate governance
mechanisms such as the independence of the board of directors, the concentration of ownership and the audit committee
have a positive moderating effect on this relationship. These results show that when earnings quality decreases,
companies tend to hold cash less. Specifically, firms with low eatnings quality reduce firms' financial flexibility. Hence,
companies should provide high-quality earnings for greater financial flexibility. According to agency theory and positive
accounting theory, the low quality of earnings is the source of increasing sharecholders' concern about increasing
information asymmetry that may negatively affect the firm's financial flexibility. Conversely, higher earnings quality
reduces information asymmetry, which leads to higher financial flexibility. Based on the results, it can be said that
corporate governance can be successful in fighting financial crises and smoothing business operations.
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Table 1- Variables.
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Table 2- Results of descriptive statistics (quantitative).
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Table 3- Results of descriptive statistics (binary).
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Table 4- The results of the first research hypothesis test.
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Table 5- The results of the second research hypothesis test.
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Table 6- The results of the third hypothesis test of the research.
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Table 7- The results of the fourth research hypothesis test.

Goobizo o Zoylol S lasbiwl GBlypoul  culpo  piio slod JUPETRNT
0.000 -2.416 0348 -0.841 EQ St S
0.000 3816 0142 0542 ACO ol a2aS
0.000 2,063 0299 0617 EQ* ACO Syt CepiSF syl azaS
0.000 -2.461 0301 -0.741 FSize Sy ol
0.000 -2.122 0449  -0.953 MIB sl slrlo gsi> (o0 4 45k L3,
0.000  3.116 0112 0349  TANG Ssgien sl gl s
0.000 -2.328 0289 -0673  SDEBT CaeolisS
0.000  2.309 0369 0852 LDEBT ERVITIINY

Oloslie sloss 1200
Mg go- & 79.678 &) lolixs CJa..d

QL;J ‘)“53‘50 Sl '/' AR UTLSJ"’L"U’ ch.w‘\skﬁb-d“,)‘j Sl VQ/?VALJ;L.; -‘Ub‘jé—‘;— OJLAT)‘JJLA ‘O dj-\? C"'b UJL"‘J’
3390 CoS oy ddaly sl 408 48 5l> L85 O (5 5l3kns peas ) asell el ASb e Bl bl Rass dde Sl

35S 0 B Sl 3550 SRash o b Slo w0108 e (lsliae 5 ot Sl 5es S fodas |y (Lo (g pduslanl



3

VY

Hz

: b s pliclanst 535w

L oS s A

CoeS

Ot agle s 55k 53 £S5

S5 4l g S -0

Tl Sl 0l el 0l ) diles (55 55 51l 3 e (6 s Blanil 5 (s 35 S  dbaly o 28 s 4 sl s
< 3 o u':'lli %SC,EQ\)SJA A 3 .J)ljfda st L3t (5(4«.&.5;) u)\.a L;J.«;.lig_éUm.}\ » u'::'Ll 3w kS aS by LS
CaaS (YL CodS) el 3L 2als aS das o oLl e B (A 2 2515 B S Sl S g pdilani by g8 i aayl,
%Suywjgm oy, G ool b s andlas ol (opl pogdle Ldas o Al S Jb Lgﬂl;g_’eUa&Sl CL"‘ Y
DBl as o S8 5b 5 bbb wensar Jlo 5 golblu Slosl 4 caslbana 55 55U b aslie 53 Jbo (g pdpilan] 5 0l 5

el 0df gl A dgidom 53 i Slaanis b 51 S a (500l il a5 5ba

(g3 EolS aodls -A Jgue
Table 8- Summary of research results.
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