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Investigating the Relationship between the Quality of Financial
Reporting in Companies and Financial, Tax and Legal Distortions
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Abstract

The purpose of this study is to investigate the relationship between the quality of financial reporting in
companies and the legal, tax, financial and other distortions. The study population consists of 130 companies
listed on the Tehran Stock Exchange from 2010 to 2014. We have used the causal-comparative and correlational
methods in this research. To analyze the data and test the hypotheses, we have used the mean difference test, the
independent 2-sample t-test, and simple and multiple regression. The results of the research show that all
variables, except for financial distortions and other distortions, have a negative impact on the quality of financial
reporting; in other words, there are negatively correlated. The results of testing the regression coefficients of the
model variables indicate that the legal, financial, and tax distortions have a negative effect on the quality of
financial reporting, that is, an increase in each one of them will lead to a decrease in the quality of reporting.
However, because of the fact that the level of significance of none of their coefficients is significant, so they
cannot have a significant effect on the reporting quality. Examining the other variable of the model shows that
the regression coefficient of the "other distortions™ variable is not significant at the error rate of 5%, but it has a
different direction from the above-mentioned distortions (i.e. it is positive), and has a positive impact on the
quality of financial reporting.

Keywords: Quality of Financial Reporting, Legal Distortions, Financial Distortions, Tax Distortions and
Other Distortions.
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