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Investigating the effect of profit sustainability criteria on
the readability of annual reports of companies from the
perspective of ranking
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Abstract

This research aims to examine, while explaining the theoretical foundations of the research,
whether the criterion of profit stability has an effect on the readability of financial statements of
companies in Tehran Stock Exchange. And is it possible that the readability of annual reports of
companies is an indicator for prioritizing criteria of sustainability, predictability, relevance,
awareness and transparency of profit expressed in the profit and loss statement? The main goal
of this research is to investigate the effect of the criterion of profit sustainability on the
readability of reports. Annual companies are from the point of view of ranking. For this purpose,
the Fogg method was used to check the readability of financial statements, and we also measured
the effect of profit stability from the model used by Mrs. Francis in 2004. This research was
conducted for 781 companies between 1390 and 1400 through multivariate regression model.
The results showed that the readability of the companies’ annual reports can be influenced by
the criterion of profit stability.

Key words: Readability of financial statements, Profit stability, Relevance, Awareness,
Conservatism (conditional), Profit transparency
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