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Objective: With the development of the capital market in Iran, it is of particular
importance to pay attention to the factors that somehow affect the decision-making of
market participants. In recent years, the readability of financial reports has received much
attention. In this study, the moderating effect of ownership structure on the relationship
between conservatism and readability of financial reporting has been investigated. In this
research, artificial intelligence has been used to examine the financial reporting readability
variable.

Method: For this purpose, this issue was investigated by selecting 158 companies admitted
to the Tehran Stock Exchange from 1398 to 1400. Logistic regression was used to examine
each of the hypotheses. In this study, Eviews and Stata software were used for data
analysis.

Results: The research results show a negative and significant relationship between
conservatism and the readability of financial reporting. Institutional ownership and
concentrated ownership have a positive and significant effect on the relationship between
conservatism and the readability of financial reporting, and governmental ownership does
not affect the relationship between conservatism and financial reporting readability.
Conclusions: The purpose of this study was to identify the relationship between
conservatism and the readability of financial reporting, as well as to examine the effect of
ownership structure on this relationship. By analyzing these factors, the study aims to
provide insights that could lead to necessary changes in the structure and writing methods
of financial reports to enhance their readability.
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Introduction
According to the theoretical concepts of financial reporting, the ultimate goal of the

accounting process is to provide useful information to a wide range of users for decision-
making. The audience for financial statements, particularly investors, examines the reports
provided by companies to obtain necessary information. For this information to be useful in
decision-making, it must be understandable to the audience (Li, 2008). Some researchers view
understandability as a bridge between users and effective decision-making. A key factor in
obtaining understandable information is the ability of individuals to read and easily process
the information presented. This ability is referred to as the readability of financial reporting.
Another important issue is that investors may not consider the information reliable due to
inadequate readability, prompting them to seek alternative sources of information, such as
external resources. This reliance on external sources represents a significant weakness for
both the business unit and the capital market, and it may also impact accounting conservatism.

Examining the moderating effect of ownership structure on the relationship between
conservatism and the readability of financial reporting helps researchers gain a better
understanding of the complexities involved in financial reporting. This study can identify the
underlying factors that affect report readability and provide more detailed analyses.
Companies with different ownership structures may adopt varying reporting policies. The
results of this study can assist policymakers and regulatory agencies in developing appropriate
guidelines and regulations to enhance the readability of financial reports. For instance, these
findings can address whether there is a need to regulate companies with specific ownership
structures. Understanding the moderating role of ownership structure can enable companies to
adopt more transparent financial reporting practices, thereby increasing trust among investors
and other stakeholders. This, in turn, can lead to increased investment and improved health in
financial markets.

With the development of the capital market in Iran, it is of particular importance to pay
attention to the factors that somehow affect the decision-making of market participants. In
recent years, the readability of financial reports has received much attention. In this study, the
moderating effect of ownership structure on the relationship between conservatism and
readability of financial reporting has been investigated. In this research, artificial intelligence
has been used to examine the financial reporting readability variable.

Methods
For this purpose, this issue was investigated by selecting 158 companies admitted to the

Tehran Stock Exchange from 2019-2021. Logistic regression was used to examine each of the
hypotheses. In this study, Eviews and Stata software were used for data analysis.

Results
The research results show a negative and significant relationship between conservatism

and the readability of financial reporting. Institutional ownership and concentrated ownership
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have a positive and significant effect on the relationship between conservatism and the
readability of financial reporting, and governmental ownership does not affect the relationship
between conservatism and financial reporting readability.

Conclusions
The purpose of this study was to identify the relationship between conservatism and the

readability of financial reporting, as well as to examine the effect of ownership structure on
this relationship. By analyzing these factors, the study aims to provide insights that could lead
to necessary changes in the structure and writing methods of financial reports to enhance their
readability.

In the capital market, information transparency is prioritized, and significant steps have
been taken in this regard within the Iranian capital market. These measures include monthly
activity reports, mandatory quarterly reporting, the compulsory submission of board activity
reports, and management commentary reports. However, this study specifically examined the
company's board activity reports. During the analysis, we observed imbalances and biased
presentations of information, which led to differences in report readability and highlighted the
influence of conservatism and ownership structure on readability.

The study's results indicate that these discrepancies and influential factors point to a lack of
supervision and an inadequate framework for preparing board activity reports. To address
these issues, it is recommended that shorter sentences and simpler language be used to
enhance report readability, and that the various sections of the report be organized in a clear
and traceable manner. Additionally, establishing internal policies aimed at improving report
readability could be beneficial. Business units might also consider implementing reward
policies for producing transparent and readable reports.

Furthermore, since institutional ownership and concentrated ownership positively and
significantly affect the relationship between conservatism and the readability of financial
reporting, it is advisable for company managers to hold regular meetings with institutional
and concentrated owners to foster better communication. It is also suggested that future
research explore the relationship between organizational capital and the readability of
financial reports, as well as the connection between social responsibility disclosure and
accounting conservatism. Lastly, given that financial intermediary institutions, banks, and
investment companies were excluded from this study's sample, further research in this sector
IS recommended.
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