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The Effect of Readability of Annual Reports and Value Relevance
of Financial Information on Agency Costs

Elham Abdoli **

Abstract

Management of a company with financial problems or similar challenges may intentionally make
financial statements ambiguous in order to hide the financial problems from many readers or
stakeholders who have difficulty reading. Therefore, accounting studies have emphasized the
importance of the readability of such reports and avoiding the preparation of complex, long and vague
reports so that they can be easily understood and accessible by investors. Based on this, in this
research, the influence of the readability of annual reports and the relevance of the value of
accounting information on agency costs has been investigated. This research is practical in terms of
purpose and in terms of the method of data collection, it is Ex-Post Facto research that is in the field
of accounting proof research. Also, the estimation of the model has been done using the multiple
regression method in the ordinary least squares (OLS) method. For this purpose, using the method of
systematic elimination (screening), the number of 125 companies admitted to the Tehran Stock
Exchange in the period of 2015-1400 has been examined as a sample. The findings of the research
show that the readability of annual reports and the relevance of the value of accounting information
have a negative and significant effect on agency costs.
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