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ARTICLE INFO ABSTRACT
Received: 23 January 2025 . . . . . .
Revised: 2 June 2025 Purpose: This study aims to investigate the factors influencing structural
Accepted: 3 June 2025 changes in auditing firms, emphasizing maintaining a professional, ethical

approach and focusing on the quality control of auditing work.
Methodology: This study is applied research in terms of its objective and
descriptive-survey in terms of its execution method. The qualitative
statistical population includes certified accountants in the country. Only
Keywords: Auditing firms, individuals with sufficient knowledge, experience, and understanding of the
Siiff:ﬁ?ﬂ;ﬁffﬁ;fgy subject were selected for the interviews. A total of 11 experts with relevant

| education and experience were chosen for the interviews. In the quantitative
section, the components derived from the interviews with experts were
categorized into a questionnaire, which was then distributed to the statistical
population of certified accountants. This research used a questionnaire to
collect data, with 342 individuals responding to the questionnaires.
Findings: The results obtained from the analysis using structural equation
modeling indicated that the standardization of the structure of auditing
firms, the requirements of environmental laws, unified organizational
structures, the appointment and rewards of auditors, as well as technical and
developmental changes have a positive and significant impact on the
JEL Classification: M42, operational policies of auditing firms, the skills and expertise of their
M43, 1.22, G32, G34 members, and the needs and demands of the structure of auditing firms. In
this regard, it is recommended that policymakers and regulators consider
professional behavioral and ethical principles when changing auditing firms
and not overlook experienced and specialized auditors in this process.
Originality: To change auditing firms, there is a need for policies and
regulations that take into account professional, organizational, and ethical
principles.
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Introduction

he present research examines the

factors influencing the structural

changes in  auditing  firms,
emphasizing the  preservation of
professional ethics and quality control in
auditing work. Due to rapid market changes
and evolving customer needs, restructuring
auditing firms is recognized as a necessary
and strategic process. These changes can
enhance service quality and build market
trust. Auditing firms face numerous
challenges from economic, social, and
technological changes. These challenges
pressure firms to reassess and update their
structures. For instance, the emergence of
new technologies such as artificial
intelligence and data analytics allows
auditing firms to improve their services and
increase efficiency. Thus, restructuring
auditing firms to adapt to these changes and
enhance the quality of services provided to
clients is essential. The importance of
professional  ethics in  maintaining
credibility and public trust in auditors is
observable. Adhering to ethical principles
and professional standards plays a crucial
role in the success of the auditing process
and can prevent incorrect decision-making.
For example, failing to adhere to ethical
principles can lead to the loss of a firm's
credibility and a decrease in client trust.
Therefore, maintaining a professional
ethical approach during the restructuring
process of auditing firms is of particular
importance. A review of past literature
reveals that less attention has been paid to
the restructuring of auditing firms, making
this study even more necessary. Many
studies have focused on the technical and
financial aspects of structural changes,
while ethical dimensions and the quality of
auditing  work  have not  been
comprehensively examined (Wahyuni et
al., 2024; Alford et al., 2017; Yuan et al.,
2016). This gap in the research literature
underscores the need for this study. The
main objective of this research is to develop
a model for restructuring auditing firms and

to examine the impact of its dimensions on
the quality control of auditing work. This
research aims to identify key factors
influencing the restructuring of auditing
firms and analyze the impact of these
changes on service quality and the
credibility of firms. To this end, researchers
will explore various aspects of structural
change, including standardization, legal
requirements, and organizational and
individual ~ barriers.  Ultimately, this
research can serve as a scientific and
practical resource for managers of auditing
firms and policymakers to improve
organizational structures and enhance
service quality. Additionally, the findings
of this research can help identify the best
practices and strategies for restructuring
auditing firms, leading to an overall
improvement in their performance. Given
the increasing importance of auditing in the
business world, this research can be
considered a significant step toward
enhancing the quality and credibility of
auditing services.

Methodology

The present study is an applied and
descriptive survey research that employs a
mixed-method  approach,  combining
qualitative and quantitative methods. In the
qualitative phase, the statistical population
consisted of certified accountants in the
country, and the research sample was
purposefully selected through in-depth
interviews with 11 academic experts. These
interviews helped identify the main and
sub-factors related to the restructuring of
auditing firms. The qualitative data
collected were analyzed using content
analysis methods and served as the basis for
developing a questionnaire to examine the
impact of structural change dimensions on
the quality control of auditing work. In the
quantitative phase, the sample size was
determined using Cochran's formula,
resulting in a sample of 342 individuals.
Data analysis was conducted using
structural equation modeling.
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Results

The findings of the research indicate that
the primary data were collected through
exploratory and descriptive interviews with
11 experts in the field of auditing. These
interviews led to coding and content
analysis, identifying the main and sub-
concepts related to the restructuring of
auditing firms. The results show the main
and sub-categories and initial codes, which
include operational policies, structural
standardization,  environmental  legal
requirements, and the skills and expertise of
auditing firm members. A questionnaire
was designed, and its validity and reliability
were confirmed. The results of the Kaiser-
Meyer-Olkin and Bartlett tests indicated the
adequacy of the sample size for factor
analysis. Additionally, all components
exhibited desirable validity and reliability.
Structural model analysis revealed that all
relationships between variables were
significant, and the positive impact of
independent  variables on dependent
variables was confirmed. Specifically, the
standardization of auditing firm structures
had a significant positive impact on
operational policies and the skills and
expertise of firm members. Ultimately, all
24 research hypotheses were not rejected at
a significance level of 0.05, indicating a
positive and significant impact of various
factors on the credibility of services and
quality control in auditing work. These
results contribute to a better understanding
of the various impacts on professional
ethics and quality control in auditing and
can serve as a suitable basis for structural
changes in auditing firms. Overall, this
research assists managers of auditing firms
in enhancing their structures, service
quality, and professional credibility.

Conclusions

The results of the present study indicate that
restructuring  auditing  firms  while
maintaining a professional ethical approach
and quality control in auditing work has a
positive and significant impact on

operational policies, the skills and expertise
of firm members, and the needs and
demands of the firm's structure.
Standardizing the structures of auditing
firms and paying attention to environmental
legal requirements can improve service
quality and enhance the credibility of firms.
Furthermore, organizational and individual
barriers, including the acceptance of
changes by auditors and firms, can
influence the restructuring process. This
research aligns with previous studies and
emphasizes the importance of
standardization and attention to
environmental requirements. Notably, the
findings indicate that operational policies
and auditors' skills significantly impact
service credibility and adaptability to
changes. These results recommend that
auditing firms focus on creating a
supportive ~ work  environment and
providing educational opportunities to
attract and retain highly skilled auditors.
Considering the limitations of the research,
such as limited access to extensive samples
and reliance on personal opinions, it is
suggested that auditing firms pay special
attention to standardizing their structures
and adhering to legal and environmental
requirements. Strengthening the ethical
approach and quality control in auditing
work can lead to increased credibility and
market trust in auditing services, ultimately
improving the overall performance of
auditing firms. Finally, this research can
serve as a scientific basis for future studies
on the restructuring of auditing firms and its
impact on service quality and professional
ethics. Additionally, the findings can assist
policymakers and managers of auditing
firms in developing effective strategies to
enhance performance and improve service
quality.
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Introduction

he COSO framework, introduced in

1992 by the Committee of

Sponsoring Organizations of the
Treadway Commission to comply with the
Sarbanes-Oxley Act (SOX) requirements,
has become a comprehensive approach for
risk management in firms (Tsai & Huang,
2021; Chen, 2021). The implementation of
this law helps improve operational
performance and reduce information
asymmetry, thereby increasing the value of
firms. In this regard, research emphasizes
the importance of implementing strong
internal controls within the COSO
framework, which can enhance the
effectiveness of business operations,
increase trust in financial reporting, and
ensure compliance with laws and
regulations.
In Iran, Article 12 of the Internal Control
Guidelines for listed firms mandates that
boards of directors establish effective
internal controls. However, it remains
unclear whether these controls assist in the
effective disclosure of information and
reduce the concealment of negative news.
Lack of transparency is recognized as a key
factor in the risk of stock price collapse, and
managers  contribute  to  increasing
information asymmetry by hiding negative
information.
Previous research (Singer & You, 2011)
indicates that firms with high-quality
internal control systems have lower agency
conflicts and reduce opportunistic behavior
among managers. Strong internal controls
can reduce the risk of stock price collapse
by limiting management’s ability to conceal
negative news. This research examines this
issue in the Iranian context.
Moreover, the role of corporate governance
in the relationship between the
implementation of internal controls and the
risk of stock price collapse is not yet fully
understood. This research investigates how
governance mechanisms can enhance the
positive effects of internal controls and
prevent the risk of stock price collapse.

25

The findings of this study contribute to the
theoretical foundations and evaluate the
practical value of the COSO framework in
reducing information asymmetry and the
risk of stock price collapse. This study adds
to the existing literature on corporate
governance and its impact on the risk of
stock price collapse, providing useful
practical applications for managers,
investors, and regulatory bodies.

The results of this research are particularly
significant in the context of the Iranian
economy, which faces specific challenges.
Understanding the impact of internal
controls on the risk of stock price collapse
can help improve internal control systems
and increase the resilience of the capital
market.

Methodology

This study is quantitative research based on
real data from firms listed on the Tehran
Stock Exchange with an empirical
approach. To test the hypotheses and
implement econometric techniques,
multivariate  regression analysis and
EViews version 12 software were used. The
statistical population includes all firms
listed on the exchange from 2016 to 2023.
By the end of 2023, 386 firms were active
on the exchange, and after excluding
financial firms, non-continuous firms, firms
with a fiscal year ending other than Esfand,
and firms with changes in their fiscal year,
a total of 153 firms were selected as the
research population.

Measurement of Variables:

Stock Price Crash Risk: This is measured
using the negative skewness of stock
returns. After estimating the market
regression, the residuals are used to
calculate the negative skewness.

Internal Control: Based on the COSO
framework, an internal control index has
been created using principal component
analysis, which includes five criteria:
control environment, risk assessment,
control  activities, information and
communication, and monitoring.
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Corporate Governance: A single index
based on four principles of corporate
governance is considered as a moderate
variable.

Control Variables: These include firm size,
financial leverage, profitability, trading
volume of shares, stock returns, earnings
ambiguity, market value, and ownership
concentration, with their measurement
methods explained in the relevant tables.
The required data for calculating the
variables were collected from audited
financial statements, annual financial
reports, and the archives of the Tehran
Stock Exchange. Content analysis was used
to analyze and identify key information.

Results

Initially, principal component analysis was
conducted to create a composite linear
index for measuring the implementation of
strong internal controls based on the COSO
framework. Five criteria were introduced to
explain strong internal control, and the
principal component can identify the key
characteristics of these criteria.

The descriptive statistics indicate a leftward
skew in the distribution of stock returns,
increasing the likelihood of stock price
crashes in Iranian firms. The average
implementation of internal controls also
suggests that these controls are generally
weak and in need of improvement.
Ultimately, 73.53% of firms possess strong
corporate governance mechanisms.

The correlation test reveals a significant
negative correlation between stock price
crash risk and the implementation of
internal controls, indicating a reduction in
crash risk in firms with strong internal
controls.  Additionally, a significant
negative correlation exists between crash
risk and corporate governance. The results
of this test demonstrate the absence of
severe  multicollinearity among  the
independent variables.

Based on diagnostic tests, a fixed effects
approach was utilized for the regression
analysis. The results indicate that the

implementation of internal controls has a
significant negative effect on the risk of
stock price crashes. This finding implies
that improving internal controls leads to a
reduction in the risk of stock price collapse.
Furthermore, it was determined that the
implementation of internal controls has a
significant negative effect on crash risk in
both groups of firms with strong and weak
corporate  governance. However, the
negative impact is more pronounced in the
group with strong corporate governance.
This finding suggests that firms with strong
corporate  governance  have  better
supervisory systems that contribute to
reducing the risk of stock price crashes.

Conclusions

This research examines the impact of
internal control implementation on the risk
of stock price crashes in 153 firms listed on
the Tehran Stock Exchange during the
period from 2016 to 2023. The primary aim
of this study is to analyze the effects of
internal control practices within the COSO
framework on stock price crash risk in the
Iranian capital market. The COSO
framework serves as a hierarchical structure
that offers a set of criteria and principles to
enhance the effectiveness of internal control
systems 1in organizations. In emerging
capital markets, where investor protection
is weak, the implementation of this
framework can yield positive outcomes.
The findings of the study indicate that the
implementation of internal controls within
the COSO framework is generally weak in
Iran; however, these controls have a
positive impact on reducing the risk of stock
price crashes. These results align with
previous research and demonstrate that
improving financial information
transparency and reducing information
asymmetry can lead to increased investor
confidence and decreased stock price
volatility. Therefore, strengthening internal
control systems based on the COSO
framework is recommended as a key
strategy for firms in Iran.
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This study also investigates the role of
corporate governance in this relationship.
The results indicate that the implementation
of internal controls has a more significant
effect on reducing stock price crash risk in
firms with strong corporate governance.
These findings suggest that effective
governance mechanisms can enhance the
positive impacts of internal controls and
contribute to mitigating risks associated
with stock price volatility.

The findings of this research have important
managerial  implications. Firms are
encouraged to fully and proactively disclose
information related to internal controls and
to consider improving their internal control
processes. Additionally, market regulators
should impose stricter requirements for the
implementation of internal controls and
stronger corporate governance.

However, there are limitations to this
research, including reliance on financial
data and information available in annual
reports, which may impact the results due to
lack of transparency or accuracy. Future
research 1is suggested to explore the
mediating  effects of  information
asymmetry and information transparency in
this context.

Ultimately, this research contributes to a
better understanding of the importance of
internal controls and corporate governance
in reducing stock price crash risk in the
Iranian capital market and can serve as
guidance for managerial decision-making
and regulatory policy-making.
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Introduction

n the contemporary  business

environment, the reliability and

transparency of financial reporting have
become critical for fostering investor
confidence and ensuring effective corporate
governance. Creative accounting, while not
inherently illegal, entails the manipulation
of financial figures within legal boundaries,
often compromising the true and fair view
of financial statements. This practice is
particularly common in  emerging
economies and has drawn scholarly
attention regarding its causes and
consequences.
This study examines the determinants of
creative accounting and their impact on
financial reporting quality in Iran’s private
sector. It also investigates whether
disclosure transparency moderates these
relationships. While many studies have
explored creative accounting globally, few
have done so within the specific regulatory
and cultural context of Iran. By including
variables such as ethical standards, internal
controls,  ownership  structure, and
disclosure quality, this research addresses a
significant gap in the literature.

Methodology

The study uses a quantitative approach,
utilizing survey-based data collection and
structural equation modeling (SEM) via
SmartPLS software. Data were gathered
from 200 accountants, auditors, and
financial managers across private-sector
organizations in Iran, selected through
stratified sampling to ensure diversity in
firm size and industry. The research
instrument was a structured questionnaire
adapted from validated sources to fit the
Iranian context. Independent variables
include ethical standards (moral
responsibility and adherence to accounting
principles), internal control effectiveness
(financial oversight mechanisms),
ownership structure (share distribution and
concentration), and disclosure quality
(clarity and completeness of reports).

53

Financial reporting quality was measured
based on relevance, faithful representation,
understandability, and  comparability.
Disclosure transparency was considered a
moderate variable and assessed through
participants’ perceptions of openness and
clarity in financial disclosures.

Results

Findings reveal that ethical standards,
internal controls, ownership structure, and
disclosure quality all have statistically
significant effects on financial reporting
quality. Among them, disclosure quality
exerted the strongest positive influence,
followed by ethical standards. However, the
moderating role of disclosure transparency
was not statistically significant, suggesting
that while transparency is essential, it does
not meaningfully change the relationships
between determinants and reporting quality.
Reliability and validity were confirmed
through composite reliability and AVE
measures.

The coefficient of determination for the
financial reporting quality variable is
estimated to be 0.414, indicating that the
variables of ethical standards compliance,
disclosure  quality, internal control
adherence, and ownership structure
collectively explain 41% of the variance in
financial reporting quality. Based on the
standard coefficients and t-statistics, it can
be stated that disclosure quality (0.336),
ethical standards compliance (0.208),
internal control adherence (0.182), and
ownership structure (0.167) have the most
significant impact, in descending order, on
financial reporting quality. However,
transparency in disclosure and interactive
relationships to measure the effect of the
moderating variable did not show a
significant effect. Analysis showed that
firms with dispersed ownership and robust
internal controls tend to have higher
financial  reporting  quality,  while
concentrated ownership is linked to higher
levels of creative accounting. These results
are consistent with agency theory, which
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suggests that wider ownership dispersion
reduces agency conflicts.

Conclusions

This study's first hypothesis explores the
impact of ethical compliance on the quality
of financial reporting, while the fifth
hypothesis examines whether disclosure
transparency moderates this relationship.
The findings indicate that adherence to
ethical codes and guidelines significantly
enhances financial reporting quality. As
ethical compliance improves, so does the
reliability and transparency of financial
reports. However, the moderating effect of
disclosure transparency on this relationship
is not statistically significant. These results
align with previous studies by Sadeghian et
al. (2019) and Shoja et al. (2021).

The second hypothesis assesses the direct
influence of disclosure quality on financial
reporting quality. The sixth hypothesis
investigates whether disclosure
transparency moderates this relationship.
Results show that higher disclosure quality
positively and directly contributes to
improved financial reporting. Nonetheless,
disclosure transparency does not have a
moderating or significant influence in this
context. These findings are consistent with
Rahmani & Bashiri Manesh (2014).

The third hypothesis examines the role of
structured internal controls in enhancing
financial reporting quality, with the seventh
hypothesis focusing on the potential
moderating role of disclosure transparency.
The evidence suggests that effective
internal control systems lead to better
financial reporting quality. As internal
control practices become more robust,
reporting  quality improves.  Again,
disclosure transparency does not exhibit a
moderating effect. These results are in line
with the findings of Rezaei (2020).

The fourth hypothesis explores the impact
of ownership structure on the quality of
financial reporting, while the eighth
hypothesis evaluates whether disclosure
transparency moderates this effect. The

findings reveal a strong positive
relationship between ownership structure
and improved financial reporting quality.
However, disclosure transparency does not
significantly influence or moderate this
relationship. These results are consistent
with Eskandar et al. (2021), although they
differ from Abed et al. (2022), who found a
significant moderating effect of disclosure
transparency.

In summary, this study finds that creative
accounting, when implemented ethically
and in conjunction with robust internal
controls and ownership structures, can
enhance the quality of financial reporting.
The absence of a moderating role for
disclosure transparency suggests that
transparency alone may not be sufficient to
influence this relationship. These findings
highlight the importance of ethical
standards, governance practices, and a
holistic view of financial behavior in
understanding and improving the practice
of financial reporting. The study offers
valuable implications for regulators,
standard setters, and corporate managers
seeking to strike a balance between
innovation in accounting and the
preservation of financial integrity.

The originality of this study lies in its
multifaceted approach to understanding
creative accounting. Rather than treating it
as a monolithic or unethical practice, the
study breaks down creative accounting into
distinct dimensions, allowing for a more
nuanced assessment of its implications. By
considering variables such as ethical
awareness, control mechanisms, ownership
arrangements, and disclosure practices, the
research  provides a comprehensive
framework for evaluating how creative
accounting affects reporting quality in
different organizational contexts.
Additionally, the inclusion of disclosure
transparency as a potential moderator
contributes to the limited body of research
examining how contextual factors influence
the effects of creative accounting. The lack
of a significant moderate effect also raises
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new questions about the relative importance
of transparency versus structural and ethical
variables in shaping financial reporting
outcomes.
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Introduction

perating in a business environment
O always  involves  risks  for

companies, which may sometimes
endanger the future life of the company.
The risk of financial distress is one of the
risks that the company must be careful to
manage well and avoid actions that increase
this risk. For this purpose, the focus on
rational behavior in the company should be
increased and managers in particular should
be subject to greater supervision due to their
opportunistic nature. The law has resorted
to corporate governance in helping with this
issue and has introduced it as a tool to help
manage risk in companies. Corporate
governance as a supervisory tool in
companies has not had the same
performance, which is due to the different
characteristics of the company in terms of
corporate governance. To the extent that
corporate governance is well established in
the company, the risk of financial distress
will also be reduced by helping to reduce
agency costs. On the one hand, the
company's performance 1is evaluated
through profits, and this has become a factor
for earnings manipulation by managers.
Corporate governance with appropriate
supervision can also improve the quality of
profits, and on the other hand, high-quality
earnings have sufficient information
content and will also have a significant
impact on reducing the risk of financial
distress. Therefore, the aim of the present
study is to examine the mediating effect of
earnings quality on the relationship between
corporate governance characteristics and
financial distress risk.

Methodology

This research is documentary in terms of
data type and post-event in terms of
implementation time. Also, to test the
hypotheses, which use composite data
(year-company) with a retrospective nature,
the required data was collected by referring
to the website of the Center for Research,
Development and Islamic Studies affiliated

with  the Iraqi  Stock  Exchange
Organization. In the field of hypothesis
testing, the multiple regression method is
used; the working tool in this field is the
Stata software package. To achieve the
research objectives, four hypotheses have
been formulated. To test the first to third
hypotheses, the multiple regression method
has been used, and to test the fourth
hypothesis, the method proposed by Baron
& Kenny (1986) has been used. The study
population includes a total of 133
companies listed on the Iraq Stock
Exchange between 2013 and 2022. Among
these companies, 41 companies were
selected as a statistical sample using a
systematic exclusion method and in
accordance with the sampling conditions.

Results

The results of the study show that corporate
governance has a negative and significant
effect on the risk of financial distress of the
company. Also, corporate governance has a
positive and significant effect on earnings
quality. On the other hand, higher earnings
quality significantly reduces the risk of
financial distress of the company. Finally,
the partial mediation role of earnings
quality in the relationship between
corporate governance and financial distress
risk was confirmed.

Conclusions

According to the agency theory,
accountability is the essence of corporate
governance, and its goal is to achieve the
four characteristics of accountability,
transparency, justice, and the rights of
stakeholders. The agency relationship
between shareholders and management in
joint-stock  companies provides the
potential for managers to make decisions
that are in their own interests and against the
interests of shareholders. One of the factors
shaping the agency problem between
managers and shareholders is the lack of
information transparency between them,
and for this reason, shareholders cannot
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continuously  control the managers
operation. Among the mechanisms
necessary to ensure the fulfillment of the
responsibility of disclosure and appropriate
information transparency of companies
towards the public and stakeholders is the
corporate governance system, which
ensures that the company's financial
reporting prepared by its managers is of
higher quality. Managers manipulate
earnings, especially through accruals, to
achieve their own interests such as bonuses,
job retention, better presentation of
company performance, obtaining loans,
gaining investor trust, conducting various
contracts, and tax savings.

This will reduce the earnings quality and
have irreparable consequences  for
stakeholders. One of the consequences will
be a reduction in the company's future cash
flows and the inability to meet its
obligations, resulting in financial distress.
In companies with high earnings quality,
information asymmetry is low and is a sign
of alignment of the interests of the manager
with the owner. This, along with the quality
of earnings, will allow any deviations to be
quickly identified and corrected, which will
reduce the risk of financial distress. On the
other hand, by increasing the quality of
financial reporting, earnings, which are the
most important items in financial
statements, will have high information
content and high predictive power for the
company's decision-makers. Therefore, the
company's resources will be better managed
and the risk of financial distress, which is
caused by managers' incompetence in
optimally utilizing available resources and
making wrong decisions, will be reduced.
On the one hand, corporate governance, by
using available mechanisms, reduces
agency costs and prevents managers from
opportunistic actions, which has positive
effects such as increasing the quality of
profits. Also, corporate governance, due to
the reduction of moral hazards, provides
space for greater efforts to achieve the
company's goals, and in  such

81

circumstances, the company will face less
risk of financial distress. In addition, in
companies with high earnings quality,
information asymmetry is low and is a sign
of alignment of manager and owner
interests. This alignment, along with
earnings quality, will cause any deviation to
be quickly identified and corrected, which
will reduce the risk of financial distress.
Therefore, the interaction of corporate
governance and earnings quality will
ultimately significantly reduce the risk of
financial distress in companies. Increasing
the efficiency of the governance system
leads to the efficient allocation of resources
and ultimately economic growth and
development, thereby preventing the risk of
financial distress.
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Introduction
he purpose of this research is to
I investigate the impact of dividend
strategies on financial distress and
discipline with the moderating role of
financial structure. Dividend distribution is
one of the company's short-term and long-
term strategies, the effects of which are
revealed in each fiscal year in the
company's general meetings and the
company's performance is evaluated based
on it. In fact, the dividend distribution
policy is a policy based on which the
amount of dividend, the amount of retained
earnings, the board of directors'
remuneration, the payment time, the
method of financing and other related issues
are codified and presented to the general
meeting of shareholders. The subject of
dividend distribution is one of the issues
that the management of any company
should pay special attention to; because on
the one hand, it is the concern of
shareholders and will affect their
investment decisions, and on the other
hand, it can affect the growth and
development of the company or its
backwardness. Therefore, addressing this
issue is of great importance. Therefore, this
research aims to provide a comprehensive
framework for a better understanding of the
impact of dividend distribution strategies on
financial distress and discipline, as well as
the moderating role of the financial
structure, and seeks to answer the question
of what is the impact of dividend
distribution strategies on financial distress
and discipline, and what is the moderating
role of the capital structure on this
relationship. The results of this research can
help financial managers and decision-
makers of companies in choosing optimal
dividend distribution policies and provide
solutions to improve the financial health of
companies. On the other hand, this research
can help enrich scientific literature in the
field of financial management and
accounting and pave the way for future
research in this field.

Methodology

This research is classified as applied
research in terms of its purpose. In terms of
its method and collection method, it is
descriptive-correlational research, and in
terms of its implementation time, it is
considered post-event research. In this
research, the collection of required
information and data was carried out in two
stages. In the first stage, the theoretical
foundations of the research were developed
using the library method, and in the second
stage, the desired data were collected using
the information contained in the financial
statements sent to the Stock Exchange
Organization and the Rahavard Novin
software. Then, the effect of the research
variables on each other was examined using
the multiple regression method. The
statistical population of this study includes
all companies listed on the Tehran Stock
Exchange, except for financial brokerage,
insurance and banks, whose type of activity
is fundamentally different from other
companies. The sample selection from the
statistical population of the study is a
systematic elimination method, and 105
companies were selected as a sample for
this study.

Results

In this study, the effect of dividend

strategies on financial distress and

discipline with the moderating role of

financial structure was examined in 105

companies listed on the Tehran Stock

Exchange. In this regard, 4 hypotheses were

tested, and the results were as follows:

e The results of the first hypothesis of the
study indicate that dividend strategies
have an effect on financial distress.
According to the results of the table,
dividend strategies have a negative and
significant effect on financial distress at a
95% confidence level. However, since the
reverse index of financial distress
measurement was used in this study, it can
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be said that increasing dividend increases
the probability of financial distress of
companies. Therefore, the first hypothesis
of the study is not rejected at a 95%
confidence level.

e The results of the second hypothesis of the
study indicate that dividend strategies do
not have a significant effect on financial
discipline. According to the results of the
table, dividend strategies do not have a
significant effect on the financial
discipline of companies at a confidence
level of 95%. Therefore, the second
hypothesis of the study is rejected at a
confidence level of 95%. Among the
control variables, company size, cash
holding level, return on assets, and
company age have a significant effect on
the financial distress of companies at a
confidence level of 95%.

e The results of the third hypothesis of the
study indicate that financial structure has
a moderating role on the relationship
between profit sharing strategies and
financial distress. According to the results
of the table, the interaction coefficient of
financial structure and profit sharing
strategies have a positive and significant
effect on financial distress at a 95%
confidence level. Considering that the
reverse index of financial distress
measurement was used in this study and
also the absolute value of the product and
independent variable coefficients, it can
be said that financial structure weakens
the negative relationship between profit
sharing strategies and financial distress.
Therefore, the third hypothesis of the
study is not rejected at a 95% confidence
level.

e The results of the fourth hypothesis of the
study indicate that financial structure does
not have a moderating role on the
relationship between profit sharing
strategies and financial discipline.
According to the results of the interaction
coefficient table, financial structure and
profit sharing strategies do not have a
significant effect on financial distress at a

95% confidence level. Therefore, the
fourth hypothesis of the study is rejected
at a 95% confidence level.

Conclusions

In this study, the effect of dividend
distribution strategies on financial distress
and discipline with the moderating role of
financial structure was examined in 105
companies listed on the Tehran Stock
Exchange. By increasing dividend
payments, companies may have difficulty
meeting their short-term and long-term
financial obligations and may not be able to
pay their debts on time, which can lead to
financial distress. In this regard, Rawal et
al. (2024) show that dividend payments can
lead to a decrease in the company's financial
resources and an increase in the likelihood
of financial distress. Zhou et al. (2020) also
show that high dividend payments,
especially in companies with a weak
financial situation, can increase the risk of
financial distress. The results of the studies
of Rawal et al. (2024), Sidhu et al. (2023),
Sarraf and Khojasteh Ahwazi (2017), and
Beikzadeh Abbasi & Johari (2018) are also
in line with the results obtained. Their
research ~ emphasizes that dividend
payments can lead to a decrease in liquidity
and an increase in the likelihood of financial
distress. This is while Goddard et al. (2005)
show in their research that dividend
payments may not have a negative impact
on financial distress and in some
circumstances, it can be considered as an
indicator of the company's financial health
and its ability to pay dividends to investors.
Also, Wardini et al. (2022) show that
dividend payments may have positive
effects on investor confidence and the
company's  financial condition and
generally do not have a negative impact on
the risk of financial distress. To prevent the
increased likelihood of financial distress
following an increase in dividend payouts,
managers must adopt a balanced approach
between  distributing  dividends  to
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shareholders and retaining profits for
reinvestment in the company.
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Introduction

n the economy of most countries,
Iespecially developed countries, taxes

are the main source of government
financing in the budget revenue sector and
cover a significant part of public spending;
so that in some countries 90 to 95 percent of
government public spending is financed
through tax revenues (Hasas Yeganeh et al.,
2019). In the Iranian economy, due to the
lack of transparency of revenues and the
inability of the tax system to correctly
identify the income of individuals, the
amount of withholding tax is insignificant.
However, a significant part of this
withholding tax is not collected, and even if
collected, the cost-benefit principle is not
observed. This means that the cost of
collection is greater than the tax collected.
A company's aggressive tax policy may
result from excessive planning by a
company. This aggressive method deals
with specific and diverse strategies in tax
planning that companies use to minimize
their tax liability. Tax aggressive reduces
taxes, which are the main source of
government finance, and the factors
affecting it have gained great importance.
The study of the trend of tax to GDP ratio
in Iran shows that although a lot of effort
has been made to improve this ratio by
simplifying the rules, reforming rates, etc.,
Iran is still struggling with the sinister and
abnormal phenomenon of tax avoidance
and evasion. Therefore, this study has
examined the effect of audit fees, audit
quality, and board ownership on tax
evasion.

Methodology

The current research is a quantitative study
in terms of its applied nature, from the
perspective of its method, and from the
point of view of the data collection style, it
is based on the use of secondary data. The
Codal site was used to provide primary and
initial information about the companies.
Also, the data collection method is library
and field; so that the library method was

used to collect research literature and

methodology, and the field method was

used to analyze data and evaluate
hypotheses.

The statistical sample is all companies
that exist in the statistical population
(except for companies that cannot be used
in the statistical sample of the research due
to the limitations listed below):

e The end of the companies' fiscal year
must end at the end of Esfand (in order to
ensure comparability of the information)

e The suspension of trading in the
companies' shares during the research
period should not exceed three months on
the Tehran Stock Exchange.

e To extract the necessary data, it is
possible to access the required financial
information.

e The company in question must be active
during the research period and its shares
must be traded.

e Given the differences in the corporate
governance structure and disclosure of
financial information in banks and
financial institutions (holding companies,
leasing companies, investment
companies, financial intermediaries), the
sample companies do not belong to this
category.

The sample size was obtained by systematic

elimination equal to 130 companies.

Results

In examining the first hypothesis, the
correlation coefficient between audit fees
and tax aggravation is a positive and
significant relationship of 0.004. Therefore,
it is concluded that audit fees have a
positive and significant effect on tax
aggravation and the first hypothesis is
confirmed. According to the coefficient, the
relationship between audit fees and tax
aggravation is not very high. Also, there is
a significant relationship between the
control variables of CEO duality, board
size, company size, financial leverage and
market to book value ratio with the
dependent variable of tax aggravation,
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respectively equal to 0.016, -0.136, 0.020,
-0.293 and 0.001.

Estimation of the first hypothesis model

Variables Coefficient t-statistic| p-value
Audit fees 0.004 2.529 | 0.011
CEO duality 0.016 9.657 | 0.000
Board independence|  0.011 1.585 ] 0.113
Board size -0.136 -2.844 | 0.004
Firm size 0.020 14.46 | 0.000
Financial leverage -0.293 | -12.720 | 0.000
Market-to-book rati¢  0.001 2.352 | 0.018
C 0.093 1.075 | 0.283

In examining the second hypothesis, the
correlation coefficient between audit
quality and tax aggravation is a positive and
significant relationship of 0.083. Therefore,
it is concluded that audit quality has a
positive and significant effect on tax
aggravation, and the second hypothesis is
confirmed. Also, there is a significant
relationship between the control variables
of company size and financial leverage with
the dependent variable of tax aggravation,
respectively, equal to 0.016 and -0.350.

Estimation of the second hypothesis model

Variables Coefficient| t-statistic|p-value
Audit quality 0.083 3.860 | 0.000
CEO duality 0.013 1466 | 0.142
Board independence| -0.023 -0.978 | 0.328
Board size -0.094 -0.658 | 0.510
Firm size 0.016 5.495 | 0.000
Financial leverage -0.350 -17.30 | 0.000
Market-to-book rati¢  0.000 0.737 ] 0461
C 0.156 0.661 | 0.508

In examining the third hypothesis, the
correlation coefficient between board
ownership and tax aggravation is a positive
and significant relationship of 0.051.
Therefore, it is concluded that board
ownership has a positive and significant
effect on tax, and the third hypothesis is
confirmed. Also, there is a significant
relationship between the control variables
of company size and financial leverage with
the dependent variable of tax aggravation,
respectively, equal to 0.018 and -0.358.

Estimation of the third hypothesis model

Variables Coefficient | t-statistic [p-value
Board ofdirectors | 51| 5900 | 0.003
ownership

CEO duality 0.013 1.460 | 0.144
Board independence|  -0.024 -0.999 | 0.317
Board size -0.086 -0.603 | 0.546
Firm size 0.018 6.194 | 0.000
Financial leverage -0.358 | -17.410 | 0.000
Market-to-book ratiq¢  0.000 1.409 | 0.159
C 0.102 0.431 | 0.666

Conclusions

According to the results, companies need to
be aware that increasing audit fees may lead
to a decrease in auditors' independence and
an increase in their tendency to cover up tax
aggressiveness measures. This can lead to
an increase in tax aggressiveness. The tax
organization should pay attention to sudden
increases in auditor fees in a company as a
possibility of tax aggressiveness. The tax
organization should be more precise in
examining and studying the taxes declared
and not just the taxes audited by the audit
organization and audit firms. Tax auditors
should pay special attention to the
ownership  structure of companies,
especially the ownership of the board of
directors, to identify tax evasion in the long
term. Companies should also increase the
number of independent board members.
Independent board members usually have
more oversight over the company's
financial activities and are less affected by
the personal interests of managers. This can
help reduce the tendency of managers to
engage in tax aggressiveness.
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