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Abstract

Accounting information is a public good that gives its holder a competitive advantage. The
two qualitative characteristics of accounting information are relevance and reliability
(honesty). The American Accounting Standards Board defines accountability as one of the
qualitative features of accounting information and as one of the concepts of reliability that
contributes to the usefulness of financial information. Because the purpose of reviewing
financial information is to ensure that accounting measurements represent what needs to be
reported (Yahya Hasas Yeganeh 2012). By analyzing theories of representation and
information and examining the valid concepts of the ruler in the financial and economic
fields, the effect of conservative work on the quality of soda can be examined. Conservatism
is defined as the degree of higher maturity (verifiability) needed to identify gains over losses.
This leads to faster identification of losses compared to profits, and the result is a decrease in
the net asset value. The existence of conservative practices in financial reporting is in
response to the demand for such information in order to solve agency problems (Watts,
2003). Adherence to accounting conservatism in companies, to a large extent, solves agency
problems and reduces conflict between different groups in joint stock companies. Ball and
Shikomar (2005) stated that the demand for conservative reporting indicates that
conservatism is beneficial to users of corporate financial reporting. The optimistic attitude of
managers and owners towards the company is most likely reflected in the financial
statements. Consequently, pessimism in accounting is necessary to neutralize this optimistic
view (Ball and Shikomar, 2005). But the quality of profits is an issue that in recent years has
become the focus of evaluation of financial performance of companies. Following the recent
financial scandals, investors' confidence in the financial reporting system has deteriorated and
earnings quality has emerged as an important factor in determining the credibility and
reliability of reported figures. This article examines the relationship and conservative effect
on earnings quality.
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