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Abstract

This research examines the impact of the audit committee and firm size on earnings
management during the COVID-19 financial crisis for companies listed on the Iranian and Iragji
stock exchanges using a multidimensional spatial modeling approach. A multidimensional
spatial modeling approach was employed for the period from late 2018 to early 2023. The
existence of spatial dependence was confirmed through spatial econometric diagnostic tests and
analyzed using the MSPAHM hybrid model. The results showed that the audit committee has a
significant negative impact on earnings management in both countries, while firm size has a
significant positive impact. Additionally, return on assets demonstrated the strongest positive
effect on earnings management, whereas financial leverage had a significant negative effect.
Significant spatial dependence among companies within each country and cross-country spatial
relationships in earnings management were observed. The intensity of all variables' effects was
significantly stronger in Iran than in Irag. The audit committee plays an important role in
reducing opportunistic earnings management during crisis periods, while larger and more
profitable companies have higher incentives for eamings management. Intra-country and inter-
country spatial dependencies affect earnings management behavior, indicating that a company’s
earnings management practices are influenced by the behavior of related domestic and foreign
companies. These findings highlight the importance of strengthening supervisory structures such
as audit committees, considering company characteristics in assessing earnings management
risk, and taking into account intra-country and inter-country spatial dependencies in accounting
and regulatory policies.
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