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W�� �	��� 1:  

EMi,t = β0 + β1 E_DIFFi,t + β2 FCFi,t + β3 BOARD_INDi,t + β4 BIGi,t + β5 

IND_OWNi,t + β6 O&PIndustryi,t + β7 DEBTi,t + β8 SIZEi,t + β9 

E_DIFFi,t*BOARD_INDi,t + β10 E_DIFFi,t*BIGi,t + β11 

E_DIFFi,t*IND_OWNi,t + β12 E_DIFFi,t*O&PIndustryi,t + β13 

FCFi,t*BOARD_INDi,t + β14 FCFi,t*BIGi,t + β15FCFi,t*IND_OWNi,t + β16 

FCFi,t*O&PIndustryi,t + εi,t 

 � �	*u  6i,tEM  3����� (*� 36�� i 	( W�� tD i,tE_DIFF ��
	�6 ;�46	�6 	����) M*P�� 

��
	�6�2 (;�46	�6 36�� i 	( W�� tD i,tFCF  ;���: �H2 (
�= �A�c
 36�� i 	( W�� tD 
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 3Y�-����� 36�� i 	( W�� tD i,tBIG  3�"�6  �*� ������ 

36�� i 	( W�� tD i,tIND_OWN 3�P��� �(�<2 36�� i 	( W�� tD i,tO&PIndustry 3�*+, 

36�� i 	( W�� t 	( 3�4# 3"2 �� D������)� i,tDEBT �-�� 36�� i 	( W�� t �i,tSIZE  ��
�2
 

36�� i 	( W�� t .3�
 �
�� C���& E�	 d��4� 3<: T�.!& �(
(��- ��R�6�& ��-(�P��	 �(��)� 

(*:� .(	
( 	( C�
 `�H!& �
��  ����/	�6 �(
(��- �R�6�& � {�i1& C0�- �� C0�-�2 ;(*� ;=�- �
 

;*��= E���-;�/�� �(�")�
 ��.(*� �&	*#	( 6 x��)2 C�
 �;*��= �4R� ��  ����/	�6 �(
(�-  ��	*# 

�(
(��- ��*.��& ����� ���� �
�� C��i& W�� `�H!& �
 �P� �
 W����- �
�I
 3��I �� �
�I
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 :*&  �  5�)2 ;*��=(C���- �(�")�
 .(�6  

B�-6
 C	,DE  � ��/	� .	3 83�9� 

 #X\ � 	��= �"�#*& ��-��^)� �(�")�
(	*�  � k�� W��: �	��� 1 .3�
  

2�	�� F�$#1HI	� :��J	�)&��) .	3��;�) �K���
 .	3 

��-��^)� 8-�V�  C�02���   2���   4�1��   4��6  j
�!2
 	����  

3����� (*� 105/0  071/0  505/0  0003/0  099/0  

��
	�6 ;�46	�6 150/8  122/8  651/11  988/1  852/0  

;���: �H2 (
�= �A�c
 030/0  026/0  243/0  161/0-  057/0  

WXH)�
 3Y�-����� 627/0  600/0  000/1  000/0  259/0  

��
�2
  �*� ������ 198/0  000/0  000/1  000/0  399/0  

3�P��� �(�<2 437/0  351/0  988/0  000/0  347/0  

3"2 �� ������)� 043/0  000/0  000/1  000/0  203/0  

�-�� 582/0  585/0  307/2  146/0  190/0  

��
�2
 36�� 952/13  746/13  106/19  352/10  497/1  


�)�
 �
�� C���& E�	 �(
(��- �R�6�& � {�i1& C0�- �� C0�-�2 ;(*� ;=��- �
 ;*��= E���-;�/�� 

�(�")�
 ��.Z�46 x��)2 C�
 ;*��= 	( W��: �	��� 2 ���= .3�
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 �
 W�� �(
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�H�".& 
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�:
 W��  )\
(�� .��  5�)2 ;*��= 

W�� 	*6F� �� �(�")�
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In this paper, we evaluate the effect of petroleum and petrochemical industry and 

corporate governance on the relationship between employee differential and free cash 

flow with earnings management. We test the research hypotheses by applying 

regression and correlation techniques during 2012-2016 for companies listed in 

Tehran Stock Exchange. Findings show that the independence of the board has a 

decreasing effect on the direct relationship between employee differential and 

earnings management. Also, the institutional ownership has a decreasing effect on the 

relationship between employee differential and free cash flow with earnings 

management. On the other hand, Audit quality and company’s activity in petroleum 

and petrochemical industry are not significant on the relationship between employee 

differential and free cash flow with earnings management. It is necessary for investors 

to consider institutional ownership and independence of the board as two effective 

variables in decision making. 
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