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Abstract

Moral hazard arises as a result of factors such as delegated powers to managers and their motivation to use
these powers for personal gain, without regard to the interests of shareholders. Earnings management occurs
when, as a result of delegated authority, managers make judgments in financial reporting and transaction
structure to change financial reports figures. Therefore, in order to investigate this issue, in the present study,
the relationship between moral hazard between managers and shareholders with Earnings management based
on accruals and Earnings management based on real activities was emphasized with emphasis on corporate
governance mechanisms. The present study is applied in terms of purpose and descriptive-correlational in
nature. Research data have been collected through financial statements, documents, and annual audited
documents of companies in the period of 13 years from 2007 to 2019 from Tadbir Pardaz database and
Rahavard Novin software. Findings showed that the moral hazard between managers and shareholders for real
earnings management and accrual earnings management had a positive and significant effect. Regarding the
effect of corporate governance in relation to the moral hazard between managers and shareholders with real
earnings management and accrued earnings management, the results indicate a negative and significant effect.
Therefore, moral hazard between managers and shareholders cause managers to be more willing to manage
profits and corporate governance mechanisms cause control and ultimately weaken the real and accrual
earnings management as a consequence of moral hazard. Aware of the impact of moral hazard on different
aspects of earnings management, more appropriate decisions are made to reduce the risks of earnings
management and by purposefully strengthening corporate governance mechanisms, the destructive effects of
moral hazard can be reduced and the interests of Beneficiaries, especially shareholders, can be secured.
Keywords: Moral Hazard between Managers and Shareholders, Earnings Management Based on Accruals,
Earnings Management Based on Actual Activities, Corporate Governance
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