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Abstract

Contractual conditions violations leads to the transmission of bad news due to
weaknesses in performance of obligations and credit status of creditors can be a factor
in modifying it. The main objective of this paper is to investigate contractual obligations
violations, risk aversion of managers, and remuneration based on credit status. The data
of the companies listed in the Tehran Stock Exchange for the period of 2007 to 2018
have been extracted and the combined data regression model has been used to test the
research hypothesis. The results of the first and second hypotheses of the research
indicate that CEO compensation and the riskiness of the managers have been materially
affected by contractual obligations violations. The third hypothesis of the research
suggests that credit status has a significant effect on the relationship between
contractual obligations violations and CEO compensation. Finally, the results indicate
that credit status has a significant effect on the relationship between contractual
obligations and manager risk appetite. It should be noted that the third and fourth
hypotheses are only confirmed by the credit relations and rejected by the credit rating.
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