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Abstract

Conflict of interst between managers and stockholders create need to corporate
governance. Internal controls take as important tool for improvement of corporate
governance. Conservatism also as internal control has multi governance benefits. This
study examines the relation between internal controls and conditional conservatism
in Tehran Stock Exchange. Three criteria are used to measure accounting
conservatism contain of persistence of earnings changes, accrual-based loss
recognition and timeliness of earnings to news. The sample containing viA

observations (firm-years) over the period \vas —\va.. For hypothesises testing, this

study uses multivariable regressiones for pooled data. The results based on the first
criterion of conservatism, suggest a positive relation between internal control quality
and conservatism. This means that, firms with material weaknesses exhibit lower
conservatism than firms without such weaknesses. However based on other
conservatism criteria, did not confirm this relationship. So, the relationship between
the quality of internal controls and conditional conservatism can not be inferred.

Keywords: Internal Controls, Conditional Conservatism, Material Weaknesses.
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