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Abstract

In accounting, there is a relatively wide range of literature on fraudulent fraud, manipulation,
and fair reporting. The literature on accounting manipulation points to the inherent weakness of
accounting, even with accounting standards and other rules governing financial reporting
environments. Considering the importance and position of profit in financial and accounting
issues, in this study, the effect of leverage and liquidity on profit management of companies
listed on the Tehran Stock Exchange has been studied. The sample includes 154 companies
listed on the Tehran Stock Exchange during the period from 2011 to 2015. In this study,
discretionary accruals as a component of earnings management have been studied. The Jones
modified method is used to measure optional commitment items. In which all accruals are
calculated in two ways: using cash flow and using working capital. Leverage and liquidity are
independent variables of this study. Two criteria for measuring the independent liquidity
variable (fast liquidity ratio and current liquidity ratio) are introduced. The method of the
present research is applied in terms of purpose and descriptive-correlational. Combined
regression models and panel data were used to test the hypotheses. The results of the
implementation of research models indicate that financial leverage affects earnings
management based on working capital accruals and liquidity affects both earnings
management.
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