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Abstract

Since audit report is the auditors’ main tool to inform others¢ the language
and wording used in this report are high value. Although the auditor's report
has improved over timee it still suffers from problems. Therefore¢ audit
reports must be prepared carefully to reduce misconceptions as much as
possible. In the present study« the effect of earnings management on the tone
and complexity of audit reports has been investigated. After literature review
and hypotheses development¢ 135 companies listed in the Tehran Stock
Exchange during the years 1396 and 1397 were selected and tested using
ordinary least squares regression. The results indicate a significant negative
relationship between accrued earnings management and the positive tone of
the auditor's report. The findings also show a significant positive relationship
between earnings management and reporting complexity. In addition to
expressing the importance and application of this issue for auditors¢ text
mining of audit reports can also help policymakers and developers of
reporting standards recognize the expectations gap and take steps to reduce
this gap by providing readable audit reports. In addition« it helps to broaden
people's understanding of the effects of using qualitative information¢ such
as reporting language¢ in financial and audit reports. Also¢ it shows the
relationship between the tone of the auditor's report which is influenced by
strategic choice«< and the use of qualitative disclosure which is closely related
to the company's performance.
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1. Variance Inflation Factor (VIF)



VRN lg | VY oyled] wrns dl | (Jb syl (0,28 Cllas aslibiad | A8

o;ﬁuuu,b\,uﬁ,sﬁ,‘ﬁy@Jsgwjfogu;w\@.:w\ﬂw\uzb
Sl e &S lised =l O5a5T ) odaT sy Eb e Sobe bl
5 L ol gD 3l sy e b S0 sa5T planil 4 (G5 5 035 ble Jhas
Heslisal b ol a5 sladde oled o7 038l 55 ad F 00057 Sl bl s &
g5 crole 05057 planil b Sl o copl plis €28 0 0505T BB (L (slaosls 25,
Solsline o sls Ol Gewls 05057 mls oS sph ey p 5 esls S
Aol Col 45 635 v 000 (gylsline rl 3 5 s sldde Gl p ele T
Aoy ladde WIS nlply Lo (Bala SISl sy (g e 42
oy sz oslainn imn cpl 53 L S 5557 (Bolas SISIL L &) s
2l bl s 8 eslizal | Sl Dge3T 51 i s sl ite IS 25 03
b Jsl sladae bl edialy oo Jle 5 oy 5 el dobe 52 =S Sl 0 a7 51 dlol
4l Ll Gl oy L;Lnu\;,‘ld;ﬁcdp};.mﬁmj\uu:.ﬂ\l”nj,sdu,;(y

High FEs5 b w5

O3mm S 5 sodda 3,51
b Bl Sosen Shass sladis codaTimsy mls 5 oddplel gla0sa5T 4 x5 L
Je (g ylolina da.a dadde  les 5o ..,\3.,\.1_3; 5,81 pGLS i, b 5 olas il il
o3 osleT Hldde (pioman Aol o Jde O3 g Hlsliae I Sl a5 055 0500 ,’!;rf
pde o0l S el 03y ¥ sus ESn5 5 Y0 V0 esgdoue 3 O smdls
S dsL e NF VIV 03l 3 bdde pun o Hldie Lol 45 0 Staans 5
ke )3T oo e 53 S 555t ha g5 Slaite nds Sns e s Sl
Ol jeds SHING 250 Al g5 o0 g (el 5 Sl e il n p g e 4 (3laiae "y

Mb@&j‘)&wbﬁh



. . Z Z
W e 9 520Ul ¢ gl 55158 Shamy 5 20 9590 Sy ot

dsl dae 5515 51 Jeol s X g

PTone = B0 + PB1EMid+ P2Betait+ B3LAssetst P4MB + [olLoss+
Bileveraget+ BYROA+ BAAuditor + B9Extraordinary + B10VolatilityRET+
B11Foreign+ B12Discontinued &id

f ol Sl . o ..
P-Value o kT Ny 5o PP S i

FeO AL G Try CAVYFVR T 51 o0
-Y'5.00044 v.,sE-0 SreYVYS EM
COVYY - 08V R AN Sy AUDITOR
CYFFAA ABAFYD coeevayy R AL BETA
AP0 L TAFAD CorVOAY £.YVE-+0 DISCONTINUD
CANYY =1.041FOA Covay SLYHA EXTRAORDINARY
-0.A04+ Y0 N LR SYYAY FOREIGN
YA .0 $550 CoIVERD RN LASSET
A A1Y% Y.ENYYD SRR eeYYVA LEVERAGE
CoaTE SN EEY Co VRV SRR AR LOSS
COYA CEVSVEY f..AE-0 v.ovE-.o MB
Ve - AQALYY CoOVIA ST LY ROA
CoTAD Y. A YRY v.wWE-s v.sAE-+0 VOLATITY
-0.4550% )04y SLSYYLE DUM?23
LAY e YYRASEL (+.00A) Qo= F o LT
N o Y0 Ol s30T

odds J e

Jﬁ}g&y%ﬁ#&\kﬁi}scdihj}:dﬂdv\.o:)jTﬁj\oJAT@)Q@LﬁA{A?_’SLf
e g 25k skl Ol sl oS8 0L Jb rﬁl da ohyls S glsle
583y J:VS.’.O Ls)l.sl;ucb.u)'\ ol Ls)l.stucbﬂlﬂj (s Hlslae & girn

Jsl 4 @ (opl s €395 0 3y Eagh b, 0555 Hblae S e 5




VRN lg | VY oyled] wrns dl | (Jb syl (0,28 Cllas aslibiad | 1A

DF ol 5 S L8 53 g Sy e Ole Slobis daly 352 e SiAsH

.5}3@ J.;;j: uuﬁl.«o-

p33 dbe 5l 5 Jolm s f Jgur
Loss+ ot+ B3LAssets+ f4MB + Bd+ f2BetaidlNTone= 0 + B1EMi
Auditor + B9Extraordinary + f10VolatilityRET+ AROA+ BYLeverage+ B
tP11Foreign+ B12Discontinued &i

- Sl
P-Value tosll o PP S o
3 51w
19750 CYANA + . AVAYY T 51 o0
A Y. EEVIYY CgY STPRN UL EM
DY LAV R CoerveY Coe YA AUDITOR
CESYY VDY CPYOA CYVEF BETA
CHYSF CFAVVY IRRATNY coeeayq DISCONTINUD
ALY -Y.FOYYAF Y -vwvss |[EXTRAORDINARY
SV AR Y ey STV FOREIGN
C VA Y.YAOVY COAMA R 7 YN LASSET
ADBF AT C e OAR coaedeny LEVERAGE
CAYSY -).0T5YD. CYOAY - Tave LOSS
00 1.AYSAYD v.orE-+0 f.AVE-+s MB
CYVRY S).4ARBY COYYY S BYVY ROA
RYas! 1.AZ+ 0D v.YoE-.o 5.0E-10 VOLATITY
R INT Y CVFRY VAR DUM?23
VA e e YAL (vee¥) (=) F o LT
sy s Y.O¥ Oty 93 o T
odds Jy das

A.Ev\) 6‘)‘)3}w%ﬁbﬁh4§w\ QT)‘éB C}JJA.AJ)}TJ;'}\ J..A\> @L‘b
L‘j,) "’}'&LS» J)g;i.&h}}:rj.ﬁ 4.;.4}9 ‘})U'.’-b‘ C,.w‘ J)\Jfksd.aﬂb)bww

338 oo st oS I o e s pte ol



. . Z Z
V| e 9 520Ul ¢ gl 55158 Shamy 5 20 9590 Sy ot

LWords= 0 + B1EMidt+ B2Betaidt+ B3LAssets+ f4MB + BolLoss+
BiLeverage+ BYROA+ BAAuditor + B9Extraordinary + B10VolatilityRET+
B11Foreign+ B12Discontinued €id

P-Value o kTt Sylwtnl Sl | po (PP S piio
A5 A CANFARY £.4Y.y T 5l o8
CAYOV V.FASVVY N N «.+044F EM
CYe Y0 FFVA N \%ai CAVeA AUDITOR
+.0%A) -..TVVAY YRRV ARt BETA
VLAY CEVYOFY . OVYOF CYYAYS DISCONTINUD
RV CAVPEYS LYoy wovYY | EXTRAORDINARY
NS I SR N L FOREIGN
CFALY -1 59AQF VYA ST Y LASSET
CFYAY - LYY BN - YYYO: LEVERAGE
RN 1.EYFS Y CoYeVae TR LOSS
LSPFY - FPFOA VA SRR AT MB
LTy CAPYYO CPPYF RN ROA
LYYy - YOFOTY N 2 SLTAS VOLATITY
-5 VAVYEQ CLFOOFY - YVVYES DUM23
Y S FARD (+.000) (Jlz=D F o )LT
CAY o= AAL O smily 3 osleT

ERRR

5 ol e & Z3lys 015 o e e 3l Sl skeTomsey ol 4 42 5 L
L sobsbine alanly s g glasite plo 5 LBl on Hlobine a5 (oo gaan e
Sobae dlaly 35 e A% p i (S (a0l S B8 LS sl

& . F Z - N - .
B 5hsn 3y e GOIS (S demy 5 IS 5 )3 550 Ly e Ol




VRN lg | VY oyled] wrns dl | (Jb syl (0,28 Cllas aslibiad | ¥+

LSentences= B0 + f1EM;+ 2Beta;;+ B3LAssets+ f4MB + oloss+
BiLeverage+ BYROA+ BAAuditor + B9Extraordinary + B10VolatilityRET+
B11Foreign+ B12Discontinued &id

- Sl . s ..
P-Value okl ey S (e g S i
¥0.515F0 CYFSY \.F OFQF T 51 o0
10,4454 oYY CFBY A EM
CEVYA O HVEF CLOYBAF CAYASe AUDITOR
$.XV\ 090 IR NL CFaFF BETA
YEAS5F CEd ¥ | DISCOUNTINUED
Y4 FOABD BENT worvee |EXTRAORDINARY
COAVY - LO0VEY . OYAAF] SRR 2% FOREIGN
AFYADFD VoA AN LASSET
NI VYECA 11148 COATAY LEVERAG
AT - AYASY COVEYS ENVILY LOSS
.49 SY.S ey PP SO RAY MB
o Y VAL AY A S0 F ROA
YY.FLFYE Co e YFe oMY VOLATITY
CoA O VAR (+.01F) (Ju=D F o LT
S u% ol i el ol Y00 Osmls Cpy93 0leT

ez sl atwly ke b Rk poler dde 51 Sl edeTowss glaasl
Sz 3l b lalins gite abaly (ghyl5 03 g Cu e iie 45T das e 0L (31 S
oioss Bl 18 (Sdomy 58 b s Sy pide GRIHIL el tl 218
5 OS5 53 s Sy pde Obe Hlaline daly sy (S FR03 paw G4l

EPE- YRR N I 3 gk g




. . Z Z
N e 50Ul ol 5518 (Shmg 5 o 5350 S s

oy dde 2515 50 ol gl Y J g

LBGozaresh= 0 + B1EMidt+ p2Beta;+ B3LAssets+ f4MB + folLoss+
BiLeverage+ BYROA+ BAAuditor + B9Extraordinary + B10VolatilityRET+
B11Foreign+ B12Discontinued+ &4

P-Value 3] Slubnl s | cu e PRy (S i
YO.07 A CFAA] VooeNg T 5l 5,8
£.4FaV. ) OV ROy EM

CVA YRSy LTV e AUDITOR
.Y $50A GOV CaYsS BETA
CFFY L VOPFSY PRy COTVYYY DISCONTINUD
VY. Y5500 COFFY FERA AR EXTRAORDINARY
SF SYAYAREY Ceyesay SYYYYA FOREIGN
~~~~~~ AT AN CYEE CYVES LASSET
4T S AFOA CYYAAD Seeary LEVERAGE
~~~~~~ V£ 150 CoNY CAVAYY LOSS
------ SV OFFYA v.ovE-0o S VIAY MB
----- -V.44FO0A a4y S LVAYEY ROA
------ TSNS a.\E-o ¥ VOLATITY
VA e o VAR (oLopr) (=N F o T
R o ).4v O ity 93 o T
o s das

ola T sty oy b Cde @y a5 b e oy oty die 251 Sl Aol 5 oll

sl e boslsliae S dlaly (glyls dsw Co e Liie (oash sl ,ee sl

g o Ao B g5 p g (s b (Sl 1S (slay




VRN g | VY opled] wrnis dl | (S ylile (o0 Sllllas aslilad | YY

S S 5 Loy
jhdﬁ)))y@iﬁu\ﬁwgw‘rgﬁy}ﬁd‘@@‘ouw&h}}:w‘)b
s5m5 Gobslae Lyl Sy 5 oo oo (ol SIS (S sla S

b astls ol 4,80 LUl S 2813 B, oy 53 931

Spo Supde G & B ke D pe @ GRash ) sl ad 500l
03503 352y (S bsbkan 5 sSae LI o plao E51S 5 Sate ol 5 oS 8o
))@%ﬁﬁﬁhdﬁ))}y@iﬁ#Sé‘boudj\w)éo‘)ﬁ)""‘j‘yb@\I)’
Spw g pde S SES 5 3 o Sole 45yl (glsline 5 e S e ples EIS
G 53 gl g Gl b 5 Sate DS Sl elinel Of e ool 03 b
G5 dsl 4l B Il 03 ST Fml s Dy e b (oIS 0 4 ol
o pte & Glo3 o ey anS ol @ Ol o0 SR Jol S b 5l ash o Aol
Ob s SldS slaws c..t.‘.fdn asS 1y of ool 9 305 s OS5 55 3w
Gb pl L AS e Jes Sal S bl gl S 5 30 S S ot
.Mbﬁ\fdbﬁbt‘)éﬁ&)bb&)

LS 503 3 pm Sy ke o oS A = ke oy g pl B Cnl s 4 b
S ol s 03 35 (5l3kne 5 oits LI ol S s e o)
L;&;.nﬁjpl{)\al.'.ugé.:.a‘da{bL;\)\s:yqﬁmgb\bdwrjawfbij
ol Llazils (6 i Sgw Cupde S SES S > Chds > Sl EIS
35 RS 0 wd B ciplil Sl oS ealinal e JL sl SLIST 1 S
2 oA L b o o I Sl Lig e passe ol S 558
o) opl 5d Sosline glajtast r...af S Hboles 1 das o il S LT Lulul
o 3 A Olizad s Sl 6 sl oSS Sl ES S & 03,80 U
Sahol Godnsdlis Wi S5 b 5l 5 iyl eslinal il S 5 Sita
sl O WS eslial 5w plas Sl 31 n ediaiS gl gLyl 5 ol Uasl



. . Z Z
YW e 9 530U ¢ pla 23158 Siamg 9 o2d 5390 o e

DLl il ek T sl iy sl (85050 Ll 50 405 3 ) 05057 S I 2
ANB 250 s o ploe INE (gl ST O mmen (63,150 L g0 0]
5,5

S o 5 LS 805 spe Cu e oo Sl gusn b R pae G4
Sl o238 13 Oga3T 550 (3,05 59mg (S lslimn it LI o o S5
3 sl ws eslinul Sy sy @y 81U gaaieiio an [l ad b cpl OgasT
o3 3 S S sldw Llsd )l £33 (i E s w54 OlS sluw bl
b IS 53 e plee i lbl Lo Cand 3 eld fidad (glady sl i
Wl 25 A B Sladie &K 0 03 4 b ) 5T

oo O oS 8L, Ol pam Jda 5l 5 odaTimssy mls 4 a5 L
aal) gr SIS slux Bl o ol Gl i8S Sdoms 5 ES 5 s 34w
sy Ol ey 0 CJLG,? Je S5l 5l dlol> @L'J Lol 5,1 599 (g lslian
FNF ety 5 S sl e b Slsline Sote alaly (6115 3w S e e
o) b s ol aaiie 55 ol Bl Jtash g sbas b ol ply Sl
S o S 4 55w Cupde dmgie o plus a5 Slj a5 das o0 Ol aus 3
AL el G218 Sy sl (I G b I e cnl S e e
T3l 1y Olyltalgw b ol 516 A8 Jime dty 53 edfioslizel SO 3ldes
Gileolis 5 AST wejl bl edslidl Sl b ol Ladl Jlo gl oo ys 5 ke

S ST el i

OB STy g
ol SIS e slaesls ()3T 8 ol hass Cudsdone o Segs )
eSS gl el 0351 0l 5 (o ol Gl iS5 besls ol YL e
Cebiy obaw (gUgs oS 5 5 - iy KPS - Sl wy

lﬂj::;jﬁjj&uq;jwQuwa\éj;aj\x\)s&buo)‘wl}n;@



VRN lg | VY oyled] wrns dl | (Jb syl 0,25 Sllas aslibiad | YT

Sl s 435 gy 00l 1 (S0 53 BT (Bl 5 Obej 4 5l s esde ¢ 5b 50
Syl 55 658 (goijls b slail]
R RN P NI P S P I S N P PYCHEP RS I VP I
S5l Ghme 5 4,8 15 eslituls s se calie oY (gla tagl 53 45 Sl g )lo
Wl 038 8 Cand 3 0diOlgie Glau s gdoee sl g s Sla pus $US
o S Sl plas 5 olble pawais O g0 S oK s pae ¥
5l Jol 1) 6FGE et peadS gl 53 Ll e g et Sk
48 gazes lie g (S (pges (oo LS I oo (548 somme &K 355 e
b ize opl owpp 5 b B s Cel (YA sy e 5 0l SldS 5N
e e3lizal (6 S 051l (s (6 K05 slaaasnia Sl s S g 0ter

ORCID

Mozaffar Jamalianpour https://orcid. org/0000-0002-2649-5975
Elahe Sadat Hosseini https://orcid.org/0000-0003-4963-6096


https://orcid.org/0000-0002-2649-5975
https://orcid.org/0000-0003-4963-6096

. . Z Z
YO | (e 9 550Ul o plam 23158 Sibamg 9 o2d 5350 o e

@L:.a
woy O 5 amlie bl 36 L(WAA) L poeae (LS 5 Sl o s Ol (g ,ib
NI o (o ylblam o poed Slalllsl [55S a3 S5 55 13 5 Sk 5 (6ol

Yoo

o BB son 0T Lo e (e (S8 5 Lo (s o (15
s I bl g Jb o KaF I K F alu
AYAY & FONFL o (ol o o SleSlaal Doyl olgun

S E o daly gy VAV LSy w3l sl g 056 (e (et dge (o e
SA-AY (0L o (cplbola L1506 0330 5 oS0 ST 5 Shes b Je

Reference

Bakarich, K. M., Hossain, M., & Weintrop, J. (2019). Different time,
different tone: Company life cycle. Journal of Contemporary
Accounting & Economics, 15(1), 69-86.

Davis, A.K., & Tama-Sweet, I. (2012). Managers’ use of language across
alternative disclosure outlets: earnings press releases versus MD&A.
Contemporary Accounting Research, 29(3), 804-837.

Hendricks, B. E., Lang, M. H., & Merkley, K. J. (2017). Through the Eyes of
the Founder: CEO Characteristics and Firms' Regulatory Filings
(Working paper).
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2962806

Henry, E. (2008). Are investors influenced by how earnings press releases
are written?. The Journal of Business Communication, 45(4), 363-407.0]

Huang, X., Teoh, S.H., & Zhang, Y. (2014). Tone management. The
Accounting Review, 89 (3), 1083-1113.

Kothari, S. P., Leone, A. J., & Wasley, C. E. (2005). Performance matched
discretionary accrual measures. Journal of Accounting and
Economics, 39(1), 163-197.01

Li, F. (2010). Textual analysis of corporate disclosures: a survey of the
literature. Journal of Accounting Literature, 29, 143-165.

Lo, K., Ramos, F., & Rogo, R. (2017). Earnings management and annual
report readability. Journal of Accounting and Economics, 63(1), 1-25.

Loughran, T., & McDonald, B. (2014). Measuring readability in financial
disclosures. The Journal of Finance, 69(4), 1643-1671.

Martikainen, M., Miihkinen, A., & Watson, L. (2016). Board characteristics
and disclosure tone (Working paper).
https://warrington.ufl.edu/accounting/docs/2016_ Paper3.pdf.

Matsumoto, D., Pronk, M., & Roelofsen, E. (2011). What makes conference
calls useful? The information content of managers' presentations and



https://warrington.ufl.edu/accounting/docs/2016_%20Paper3.pdf

VRN Slg | VY oyled] wrns dl | (Jb syl (0,28 Cllas aslibiaid | Y8

analysts' discussion sessions. The Accounting Review, 86(4), 1383-
1414.1]

Melloni, G., Stacchezzini, R., & Lai, A. (2016). The tone of business model
disclosure: an impression management analysis of the integrated
reports. Journal of Management & Governance, 20(2), 295-320.0

Nelson, K. K., & Pritchard, A. C. (2007, August). Litigation risk and
voluntary disclosure: The use of meaningful cautionary language.
Paper presented at 2nd Annual Conference on Empirical Legal Studies
Paper.[]

Tetlock, P.C. (2008). Giving content to investor sentiment: the role of media
in the stock market. The Journal of Finance, 62, 1139-1168.

You, H., & Zhang, X. J. (2009). Financial reporting complexity and investor
underreaction to 10-K information. Review of Accounting Studies,
14(4), 559-586.

Watts, R. L., & Zimmerman, J. L. (1986). Positive accounting theory.
Prentice-Hall.[]

Dehdarbehbahani, Iman., Shakery, Azadeh., & Faili, Heshaam. (2014).
Semi-supervised word polarity identification in resource-lean
languages. Neural Networks, 58, 50-59.

References [In Persian]

Mirali, Mahdieh., Gholami Moghaddam, Faezeh., & Hesarzadeh,Reza.
(1397). Investigation of the Relationship between Financial Reporting
Tone with Future Corporate Performance and Market Return.
Financial Accounting Knowledge, 5(3), 81-98. doi:
10.30479/jfak.2018.1513. [In Persian]

Mirzayee, Sayeedeh., Mohammadreza Abdoli., & Alireza Koushki Jahromi.
(1399). Financial reporting language Bad on Aggressive Financial
Reporting Investor protection. Empirical Studies in Financial
Accounting, 17(65), 109-138 [In Persian]

Zafari, Sobhan., Darioush Foroughi., & Gholamhossein Kiani. (1398). The
Impact of Accounting Comparability and Consistency on Earning
Quality: A Text-Mining Approach. Empirical Studies in Financial
Accounting, 16(64), 1-30[In Persian]

S S homs 5 o2 535w Sopte O0F ) LIl agdl ¢ e ibie ) 50U (o (g3 4 Sl
XEN AN ¢ o (g )lblam oo Solaflles dolilias ¢ pluo
DOI: 10.22054/qjma.2022.61061.2273

Empirical Studies in Financial Accountingis licensed under a Creative
Commons Attribution-NonCommercial 4.0 International License.



