Journal of Financial Accounting Research Vol. 11, No.1, Ser No. (39) 2019

Research Article
The Relationship between Readability of Financial Reports and Tax
Aggressiveness via Simultaneous Equation System

Zabihallah Khani masoum abadi*
Assistant Professor, Department of Accounting, Fasa Branch, Islamic Azad University, Fasa, Iran
Hosein Rajabdorri
Accounting Ph.D. Student and member of Young and Elite Researchers Club, Bandar Abbas
Branch, Islamic Azad University, Bandar Abbas, Iran

Abstract

The purpose of this study is to investigate the relationship between the readability of
financial reports and tax aggressiveness using simultaneous equation system. In order to
examine the readability of financial reports, the Fog Index and the Wilson Model [42] are
used to examine the tax aggressiveness. This is an empirical research for the period is 2013
to 2017. The sample consists of 119 companies listed in Tehran Stock Exchange. To test
the research hypotheses simultaneous equations are used in. The findings of the research
hypothesis test show that there is a double-sided and significant correlation between
research variables. The findings show that, as financial reports become more readable, the
cautious tax aggressiveness decreases. Also, with an increase in the level of tax
aggressiveness, the readability of financial reports will decrease. As a result, in the
interests of greater transparency and readability and the control of tax aggressiveness,
attention to these two variables by supervisory authorities and investors is essential.
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