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Abstract

Despite increasing the governance mechanisms of earnings management, the managers
have incentives to meet investors and analysts'expectations of the earnings. On the
other hand, the existence of outsiders that uninformed to methods of expectations
management, unlike to methods of earnings management, leads to encourage the
manager to reduce the level of the expectations, instead of increasing the level of the
earnings. Since the increase in the magnitude and incidence of revisions in the
investors and analysts'expectations leads to negative market reaction, it is expected that
the existence of finance and accounting expertise on audit committees leads to reduce
these revisions. In this paper, it has investigated the association between finance and
accounting expertise on audit committees with the expectations management. The
sample is consisted of 112 companies listed in the Tehran Stock Exchange for fiscal
years 2012 through 2017. The results of testing the hypotheses showed that in the
presence of the expert members on the audit committee, did not reduce the likelihood
of incidence of the expectations management and incidence of the nonnegative
earnings surprises through that but it reduced the magnitude of expectations
management.

Keywords: Expectations Management, Expertise of the Audit Committee,
Nonnegative Earnings Surprises.
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