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Abstract

Complexity is one of the most important topics in financial reporting, and among them, financial instruments are
the most complicated. Therefore, the main purpose of this research is to investigate the effect of voluntary
disclosure on the complexity of financial reporting considering the role of profitability and profit management.
For this purpose, three hypotheses were developed and to test these hypotheses using the method of systematic
elimination, a sample consisting of 105 companies was selected from among the companies admitted to the
Tehran Stock Exchange during the years 2015 to 2022. Multivariate regression models have been used to
analyze and test the hypotheses. The results of the research showed that voluntary disclosure has a positive effect
on the complexity of financial reporting. Also, the results showed that profitability has a negative effect on the
relationship between voluntary disclosure and the complexity of financial reporting. Other results showed that
earnings management has a positive effect on the relationship between voluntary disclosure and financial
reporting complexity.
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Introduction

The complexity of financial reporting makes it difficult for investors to analyze information, and they cannot act
logically in their trading decisions. Users of complex financial information, in practice, cannot extract some of
the information they need to make decisions. Therefore, a number of variables and mental questions remain
unanswered, which increases the ambiguity from their point of view. Therefore, financial reports for general
purposes should present information in a way that is responsive to the needs and in accordance with the basic
knowledge of their users and expresses the nature of the information presented. At the same time, complex
information that is considered relevant to meet users' needs should not be removed from financial statements on
the pretext that it is difficult for some users to understand. However, such information should also be presented
as simple as possible. The quality of financial reporting is not only expressed in the form of numbers, but also
includes text. Accordingly, the lower the complexity of financial reporting, the higher its quality. As a result, it
leads to a better understanding of investors.
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Method and Data

In terms of nature, this research is a type of correlational research, because it examines the relationship between
research variables using regression models. Correlation research is one of the research methods that examine the
relationship between variables based on the purpose of the research. Also, in terms of the purpose of this
research, it is a type of basic experimental research. In this research, because it seeks to solve the problem or
improve the decision-making situation in the field of research by using existing models, methods, and theories,
the research type is experimental.

Findings

The value of the variable coefficient of voluntary disclosure (VOL_DIS) is an indicator for evaluating the first
hypothesis. If the coefficient is significant, it indicates the confirmation of this hypothesis. The sign of the
coefficient of this variable is positive, which indicates that voluntary disclosure has a positive effect on the
complexity of financial reporting. Therefore, the first research hypothesis is accepted at the error level of 5% .
The value of the multiplier effect of the profitability* voluntary disclosure variable (VOL_DIS*PROFT) is an
indicator for evaluating the second hypothesis. If the said coefficient is significant, it indicates the confirmation
of this hypothesis. The sign of the coefficient of this variable is negative, which shows that profitability has a
negative effect on the relationship between voluntary disclosure and the complexity of financial reporting.
Therefore, the second hypothesis of the research is accepted at the error level of 5%. The value of the coefficient
effect of the profit management variable* voluntary disclosure (VOL_DIS*ERNMGMT) shows an indicator for
evaluating the third hypothesis. The sign of the coefficient of this variable is positive, which indicates that
earnings management has a positive effect on the relationship between voluntary disclosure and the complexity
of financial reporting. Therefore, the third hypothesis of the research is accepted at the error level of 5%.

Conclusion and discussion

The results of the research showed that voluntary disclosure has a positive effect on the complexity of financial
reporting, so the first hypothesis of the research is confirmed. Also, the results of the research showed that
profitability has a negative effect on the relationship between voluntary disclosure and the complexity of
financial reporting, so the second hypothesis of the research is confirmed. In addition, the results of the research
showed that profit management has a positive effect on the relationship between voluntary disclosure and the
complexity of financial reporting, so the third hypothesis of the research is confirmed.
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