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The Relationship Between the Accuracy of Profit Forecasting and
Financial Bankruptcy of the Company with an Emphasis on the
External Mechanisms of Corporate Governance

Abstract

Managers of financially helpless and bankrupt companies have more incentives for opportunistic profit
management. Some researchers believe that earnings management variables can predict bankruptcy. Improving
the economic base and business environment is the most important factor in preventing bankruptcy. Therefore,
bankruptcy prediction models use intelligent methods to predict the bankruptcy of companies in the future.
Based on this, the purpose of this research is the relationship between the accuracy of profit forecasting and the
company's financial bankruptcy, with an emphasis on the external mechanisms of corporate governance. In this
research, active companies in the Tehran Stock Exchange were investigated in a 10-year period, and the
companies were identified as bankrupt, between healthy and bankrupt, and healthy. Research data were
collected, categorized and refined using secondary data extracted from financial statements and through the
databases of the Stock Exchange Organization and the Central Bank. The results showed that in companies with
a high number of major shareholders and a high concentration of major shareholders, with the increase in the
accuracy of the company's profit forecast, the company goes towards financial bankruptcy. Overall, the result of
this research shows a significant relationship between the accuracy of profit forecast and financial bankruptcy.
According to the corporate governance system.

Keywords: Profit Forecast, Financial Bankruptcy, Corporate Governance, Major Shareholder
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