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Abstract

The purpose of this study was to Investigating the Relationship between Financial
Reporting Quality and Free Cash Flow with Investment Efficiency in Companies Listed in
Tehran Stock Exchange. A sample of 105 active companies admitted to stock exchange prior
to 2012. Their financial statements were also available for the years 2012 to 2017. This is a
descriptive-correlational research of applied type. Data were analyzed using combined
analysis. Initial calculation was performed on data using Excel software and final analysis of
data from Eviewsl0 software in two descriptive and inferential sections. Multivariate
regression was used to test the research models and also tests of classical model assumptions
or linear regression such as: normality of errors, error autocorrelation ( Durbin-Watson stat),
and Ramford error variance constants were investigated. Using the Jarque-Bera test for
normality of the dependent variable was tested and also the Levin, Lin and Chuu test were used
to test the variables. Findings showed that there was a positive relationship between financial
reporting quality and free cash flow with return on investment. There was also a negative
relationship between the quality of financial reporting and low investment. There was a positive
relationship between free cash flow and investment but there was no significant relationship
between free cash flow and low investment. Finally, the findings suggest that free cash flow
had a positive effect on the relationship between financial reporting quality and over-
investment.

Keywords: financial reporting quality; free cash flow; investment efficiency;
underinvestment; overinvestment
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