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The purpose of the present study was to investigate the relationship between
unreadability of financial reporting and agency cost with the moderate role of auditing
quality. To examine the unreadability of financial reporting, the Fog Index was used
and to examine the agency cost the interaction between growth opportunities and free
cash flows was used. This research is in terms of its purpose and its time period is
from 2013 to 2017 and the selected sample consists of 160 companies accepted in
Tehran Stock Exchange (TSE). To test the hypothesis of the research, the ordinary
least squares method was used in Eviews software. The findings of the research
hypothesis test show that there is a positive and significant relationship between
financial reporting unreadability and agency costs. Also, the positive relationship
between financial reporting unreadability and agency cost moderating with the
presence of audit quality is negatively corrected. Considering the findings of the
research in order to control the agency cost, paying more attention to the readability
of financial reporting is necessary.
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