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The Role of Accrual Accounting Basis in the Prediction

of Future Cash Flows: The Nigerian Evidence

JolS o0 das 3 dlie degd gl cdblun das 3 3] iewd g5 L8 ol

Dole SIS low) cllie andS5) dinas b olyen (Giolys JoB) 355 Canyd L

aiz e Ol i oKy 5



http://iranarze.ir/accrual+accounting+basis+prediction+cash+flows+nigerian

()

% JTd UIJ__Il

539-L1> sLaULS ol5ig 43

6. Conclusion

This study has shown that past accrual based information and past cash flows are useful in predicting future cash
flows of quoted non-financial companies in Nigeria. The findings of this study do not support the assertion of the
FASB (1978) and the IASB (1989) that past earnings (product of accrual-basis accounting) have more superior
predictive ability than past cash flows (product of cash-basis accounting) in the prediction of future cash flows.
The study finds that cash flow information have more predictive ability than earnings information in predicting
future cash flows. The findings of this study are consistent with the preponderance of studies carried out in the
developed countries. The findings of this study suggest that the cash flow statement has more decision usefulness
than the income and balance sheet statements prepared on an accrual basis. The reason why the accrual based
earnings information is less useful than the cash flow information is that earnings under accrual basis suffer from
flexible accounting techniques and manipulative practices intended to show increased performance.
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