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Abstract

Purpose: The purpose of this study was to investigate the relationship between earnings management
approaches, information asymmetry, company size and life cycle on the readability of financial
statements in companies listed on the Tehran Stock Exchange.

Method: In this study, to test the research hypotheses, financial statements were extracted from the
Tehran Stock Exchange website and other related databases, as well as from the modern Rahavard
software and the comprehensive stock exchange database. The time period of the companies was
considered from 2015 to 2022. Eviews software was used to examine the relationship between the
variables.

Findings: The results of this study indicate that, based on the results obtained, opportunistic earnings
management has a negative and significant relationship with the readability of financial statements
with a coefficient of -5.301 and at a confidence level of 95 percent; this means that an increase in this
type of earnings management leads to a decrease in readability, and the first hypothesis was
confirmed. Informative earnings management with a coefficient of 1.73 did not have a significant
effect on the readability of financial statements, and the second hypothesis was rejected. Also,
information asymmetry with a coefficient of -0.079 did not have a significant relationship with
readability, which rejected the third hypothesis. The company's life cycle with a coefficient of -0.6
had a negative and significant effect on readability, and contrary to expectations, the fourth
hypothesis was rejected. The company's size also had a negative and significant effect on readability
with a coefficient of -0.283, and the fifth hypothesis was confirmed. Finally, the readability of the
auditor's report with a coefficient of 0.302 had a positive and significant effect on the readability of
financial statements, which confirmed the sixth hypothesis.

Conclusions: Managers who engage in opportunistic earnings management tend to conceal methods
of generating unrealistic or manipulated profits. This reduces the readability of financial statements
and makes it more difficult for users of financial information to detect earnings manipulation. Overall,
these approaches reflect the influence of variables such as earnings management, information
asymmetry, company size, and the stage of the life cycle on the readability of financial reports.
Keywords: Earnings Management, Information Asymmetry, Size, Company Growth, Readability of
Financial Statements.
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