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Abstract

When information asymmetry is high, stakeholders do not have sufficient resource,
incentives, or access to relevant information to monitor manager-s actions, which gives rise to
the practice of earnings management. This paper develops and tests hypotheses of how the
presence of information asymmetry affects management incentives to manage earnings via
real transaction structuring activities (Real Earnings Management). The sample data used for
the research consisted of financial reporting by companies listed of the Tehran Stock
Exchange (TSE). We examined the data of 110 companies from 1385-1390. Using a pooled
cross-sectional least squares regression of the proxies for REM with information asymmetry
and other risk factors. The results showed that there is a significant relationship between
information asymmetry and abnormal cash flow and abnormal production. But there is not a
significant relationship between information asymmetry and abnormal discretionary
expenditure.
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