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The relationship between financial leverage and free cash flow According to Article 141
the Commercial Law

Abstract

This study examines the relationship between financial leverage with free cash flow agency cost firms
to distress and non-distress. In this study, based on article 141 of the Commercial Code firms surveyed
were divided into two categories distressed and non-distressed. The study population consisted of listed
firms on the Stock Exchange in Tehran. Statistical sample consists of 107 firms listed in the Tehran
Stock Exchange during the years 1386 to 1392 is selected. EViews software is used for analyzing
regression model. The results indicated that free cash flow is negative relationship with financial
leverage. In other words, the increase in debt and financial leverage, agency cost of free cash flow is
reduced. It also compares the relationship between financial leverage and agency cost of free cash flow
in distress firms and non-distress, concluded that the relation between financial leverage and agency
costs distressed and non-distressed financial are different and this relationship stronger in non-distress

firms.



