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Modeling the factors that determine the tone and
readability of financial reporting based on the components
of corporate governance

‘Morteza Tashakori
Hossein Badiei*"
Roya Darabi"

Abstract

The main goal of the current research is to model the factors that determine the tone and readability
of financial reporting based on the components of corporate governance in the Tehran Stock
Exchange. In this research, the components of corporate governance (managerial ownership,
institutional ownership, family ownership, board size, board independence, board gender diversity,
audit committee independence, number of audit committee meetings, and audit committee size) are
the independent variables of the research. The variables of tone and readability of financial reporting
are considered as dependent variables. The statistical sample of the research includes 125 companies
during the ten-year period from 1392 to 1401. The method of data analysis is done through multiple
regression test. The results of the first hypothesis showed that institutional ownership, independence
of the board of directors and independence of the audit committee have a direct and significant effect
on the tone of financial reporting, and the variables of managerial ownership and family ownership
have an inverse and significant effect on the tone of financial reporting. The results of the second
hypothesis showed that the number of audit committee meetings, the independence of the board of
directors and the independence of the audit committee have a direct and significant effect on the
readability of financial reporting, and the variables of managerial ownership and family ownership
have an inverse and significant effect on the readability of financial reporting.

Keywords: corporate governance, company strategies, financial reporting tone, financial reporting
readability
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