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Abstract

This research expands profit quality and opportunistic behaviors towards profit management and cash flow manipulation.
The goal of this research is studying the second order relation between debt financing and cash flow manipulation of 103
companies listed in Tehran Stock Exchange from 2005 to 2014. Multi-variable Regression based on Extended Least Square
of Pooled Data Method was used to test the assumption. The outcomes indicate a positive nonlinear second order significant
relation between debt and cash flow manipulation. Namely, the managed cash flows will decrease firstly, and then increase.
In other words, management prefers refraining from failure of debt contracts than the benefits of reporting high quality
operational cash flows and further seeking the benefits of the effects of cash flows.

Keywords: Debt financing, Cash flow manipulation, Second order relation
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