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Abstract

Accrual items constitute a fundamental reality in accounting, manifested within the framework of accrual
accounting. The primary objective of this research is to examine the effect of serial correlation in cash flow
changes as a moderating variable on the relationship between operating cash flows and accrual items, which
leads to an improvement in the estimation quality of accrual items. This study introduces an extended and
improved model of Dechow's (1994) assumptions. This ubiquitous model, based on the simultaneous
application of revenues and cash flows, explains accrual items. Accrual items are explicated by modifying the
standard Jones (1991) model and applying the operating cash cycle and serial correlation in cash flow changes,
which represent the characteristics of cash flows. The statistical population of this study comprises companies
listed on the Tehran Stock Exchange from 2011 to 2020. A systematic deletion method was employed to select
a sample consisting of 167 companies. The multivariate linear model was exploited using the STATA (18)
software. The research findings indicate a significant negative relationship between changes in cash flows and
accrual items. negative serial correlation in cash-flow changes strengthens this negative relationship between
changes in cash flows and accrual items. Moreover, the operating cash cycle also enhances the relationship
between accrual items and changes in cash flows. The use of returns on sale and the operating cash cycle in
calculating negative serial correlation in cash-flow changes is more beneficial than the first-order
autocorrelation of operational cash flows. The ultimate achievement of the research hypothesis test shows that
the explanatory power of the modified Jones model increases significantly compared to the Jones (1991) model
by employing operational cash flows and serial correlation in cash flow changes. This can serve as a
comprehensive and generalizable model for other accrual models.

Keywords: Accruals, serial correlation in cash-flow changes, Timing, Matching.
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