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1. Introduction:

Nowadays in our turbulent environment, many investors emphasize the
importance of profit transparency and lack of information or uncertainty
about it has become a major problem in financial markets. Cash flow is one
of the important and essential resources in every business unit and users’
economic decisions are mainly made based on it. Investors and creditors- the
main providers of the company’s financial resources — use profit and cash
flows as a criterion to show business unit’s capability to pay dividends and
fulfill obligations in the future. Regarding to the technical uncertainties of
accrual accounting, cash information facilities and the accounting standards
board’s belief representing that cash flow information being beneficial for
decisionmakers, the cash flow statement provides important information
related to amounts, reasons and time intervals between profit and receipt and
cash payments. Also, investors use information related to cash flows to predict
the risk of falling stock prices, which is very important in decision making.
In developing countries like Iran, tax revenues are of particular importance
after oil revenues. On the other hand, the combination of tax revenues
differs from one country to another due to economic, cultural and historical
factors. However according to the researches, the tendency to collect tax
revenue among developing countries are less than industrial ones. Taxes are
considered the most important source to finance government’s expenditure,
additionally government plays an underlying role in economic development
by levying taxes, collecting and directing them towards making investments.
In this case that the government is relying to tax revenues to implement its
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huge economic plans in a comprehensively and completely manner, Tax
avoidance leads to reduce these resources and limits the achievement of
macroeconomy goals. Tax avoidance is defined as the legal usage of tax
system to one’s own advantages to reduce the amount of tax that payable by
means that are within in the law. Tax avoidance related to illegal activity that
decreases government’s revenue which expected to finance infrastructure,
welfare and public services. As a result, tax avoidance is going to become
one of the governments’ main concern, therefore addressing to tax avoidance
outcomes can be the most important discussion around researches in this field.
According to the recent studies in this field, tax avoidance is considered as an
economic phenomenon that is different among the companies by given their
managers’ behavioral characteristics as well as agency issues. Tax avoidance
amounts can cover weak financing and lack of liquidity and reduce financing
through cash and debt. One of the most important features of stock companies
is separation of their ownership from management. This enables managers to
have exclusive access to parts of the information and also prepare and provide
information such as financial information. Therefore it motivates managers
to manipulate information for their own advantages or others disadvantages.
Such contradictions are analyzed by a theory which is known as agency
theory. The existence of an agency relationship requires the creation of agency
costs. In other words, the higher agency costs in a company, the higher the
intensity of the conflict of interest in that company. With the formation of the
agency relationship, the beneficiary must bear agency costs in order to align
the profit of others with their own or to minimize the effects of conflict of the
interests. The manager who is at the core of this conflict of interest, tries to
reduce agency costs by providing company’s financial information. but due
to management authority and the need to monitor the performance of the
manager, independent and expert judgment of the auditor is made.

2. Methodology:

This research aims to review the relationships between lack of transparency
of operating cash flows and tax avoidance with an emphasis on agency costs.
This post -event research is practical and in terms of inference method, it
considers as a descriptive and analytical research. Statistical population of this
research are companies accepted in Tehran Stock Exchange from year 2015
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to 2022. Due to the large size of the statistical population and the existence
of some heterogeneity among the members of the population, there are some
requirments to select sample population such as: having been admitted to the
stock exchange for at least one year; having a financial year ends on march 20;
no change in financial year; not belonging to investment companies; holding
and mediation and not having a trading stop more than three months. In this
research 145 companies were selected as a sample population. The library
method was used to compile the literature and background of the research.
Also, research data is collected from financial statements of companies, new
software and from related sites. Excel and Eviews version 11 were used to
calculate and prepare the data and information required for the research as
well as their analysis. In this research independent, dependent and adjustment
variables are lack of transparency of operating cash flows, tax avoidance,
agency costs respectively. Also there are several control variables as follow:
financial leverage, company life, asset growth, liquidity, fixed assets ratio.

3. Research findings:

The findings showed that there is a negative and significant relationship
between the lack of transparency of operating cash flows and tax avoidance.
Also, agency costs have a negative and significant effect on the relationship
between the lack of transparency of operating cash flows and tax avoidance.

4. Conclusion:

According to the findings, it can be concluded that in companies with higher
agency costs, the negative effect of the lack of transparency of operating cash
flows on tax avoidance is intensified. Finally, it is recommended that tax
affairs administration pay special attention to the transparency of operating
cash flow in order to adopt optimal policies in the field of influencing the
financing of companies, and also due to the mentioned negative effects above,
tax administration must consider it during tax file investigation.

Key Words: Operating Cash Flows Opacity, Tax Avoidance, Emphasis on
Agency Costs
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