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Investigating the Relationship between the Company's Financial
Crisis and Profit Manipulation by Management, Emphasizing the
Supervisory Role of large Audit Institutions

Abstract

The financial crisis of companies is one of the factors that, when faced with it, the
management of the company takes certain actions, and as a result, it manipulates the
accounting profit as one of the most obvious items of performance evaluation when faced
with a financial crisis. do Companies that are facing a financial crisis start managing profits
to get rid of bankruptcy costs and use more accrual items than other companies. The main
purpose of the current research is to investigate the relationship between the company's
financial crisis and profit manipulation by the management, emphasizing the supervisory role
of large audit institutions. The statistical population of the research is the companies admitted
to the Tehran Stock Exchange during the period from 2013 to 2022, and the statistical sample
includes 159 companies. The research method is descriptive-correlation type with applied
approach and data analysis method is through multiple regression test. The results of the
research showed that the financial crisis has a direct and significant effect on profit
manipulation, and the size of the audit firm reduces the impact of the financial crisis on profit
manipulation. In other words; Financial crisis causes manipulation of financial statements by
company managers, and auditing of companies by auditing organizations can reduce profit
manipulation by company managers and reduce the effect of financial crisis on profit
management.
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