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Abstract:

This study aimed to examine the effects of the board of directors and audit committee on corporate sustainability reporting
and to investigate the moderating role of moderate policy in firms listed on the Tehran Stock Exchange. This applied
correlational research adopted a retrospective design. The statistical population consisted of all firms listed on the Tehran
Stock Exchange during the six-year period 2018-2023. Using a screening (elimination) sampling method, 109 companies were
selected as the final sample. Data were collected from published financial statements available in the CODAL database and
stock exchange archives. Sustainability reporting was measured as a binary dependent variable. Independent variables
included audit committee size and board size, while moderate policy acted as a moderating variable. Profitability ratio and
firm size were incorporated as control variables. Logistic regression (logit model) was employed to test research hypotheses
using Eviews software. Regression results indicated that the audit committee had a positive and statistically significant effect
on sustainability reporting ($=0.242). Similarly, the board of directors exerted a positive and significant influence on
sustainability reporting (B=0.717). Moderate policy demonstrated a direct positive and significant impact on sustainability
reporting (B=1.136). Interaction analysis further confirmed that moderate policy significantly moderated the relationship
between the audit committee and sustainability reporting (=0.324). Moreover, the moderating effect of moderate policy
strengthened the relationship between the board of directors and sustainability reporting (3=0.205). Overall model statistics
confirmed acceptable explanatory power and statistical validity. The findings suggest that corporate governance mechanisms
play a critical role in enhancing sustainability reporting practices, and balanced managerial policies strengthen the
effectiveness of governance bodies in promoting transparency, accountability, and long-term sustainable value creation
within firms.
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Extended Abstract

Introduction

In recent decades, sustainability reporting has evolved from a voluntary disclosure practice into a strategic governance
mechanism aimed at enhancing transparency, accountability, and long-term value creation. Organizations are increasingly
expected to disclose not only financial outcomes but also environmental, social, and governance (ESG) performance to
respond to stakeholder expectations and institutional pressures. The growing adoption of sustainability reporting reflects a
global transition toward responsible capitalism and integrated performance measurement systems (Adams & Subhash, 2021;
Tauringana, 2021).

Theoretical developments in accounting and corporate governance emphasize that sustainability reporting reduces
information asymmetry between managers and stakeholders while strengthening legitimacy and organizational trust.
Evidence indicates that sustainability disclosure improves market transparency and contributes to more efficient investment
decision-making processes (Ziya et al., 2020). Consequently, firms increasingly integrate sustainability considerations into
governance structures and strategic planning. Research conducted in emerging markets highlights that balancing stakeholder
expectations with organizational capabilities is essential for developing effective sustainability reporting frameworks
(Ahmadzadeh et al., 2022).

Corporate governance mechanisms play a decisive role in promoting sustainability practices. Boards of directors serve as
strategic decision-making bodies responsible for guiding corporate policies and ensuring accountability toward shareholders
and broader stakeholder groups. Empirical studies demonstrate that board characteristics significantly influence
sustainability disclosure quality and organizational transparency (Kalbuana et al., 2022). Strong governance structures also
enhance firm value and investor confidence by improving monitoring effectiveness and reducing managerial opportunism
(Prabowo et al., 2020).

Among governance mechanisms, audit committees represent a central monitoring institution. By supervising financial and
non-financial reporting processes, audit committees enhance the credibility and reliability of disclosed information. Prior
research confirms that audit committee effectiveness and internal auditing performance significantly contribute to improved
sustainability reporting practices (Manstri Nia & Fill, 2022). Studies further show that audit quality, internal control systems,
and professional independence collectively strengthen reporting transparency (Rahman & Fauziah, 2024; Sem & Hastuti,
2024).

Sustainability reporting is also closely connected to corporate social responsibility initiatives and community development
programs. Organizations that integrate CSR into their strategic agenda tend to achieve sustainable competitive advantage
and stronger stakeholder relationships (Adi et al., 2022; Prasetio et al., 2021). The COVID-19 era and global environmental
challenges accelerated calls for harmonized sustainability reporting standards and reinforced the importance of ESG-oriented
governance frameworks (Adams & Subhash, 2021).

Behavioral and institutional perspectives further highlight the influence of organizational culture and ethical behavior on
reporting quality. Research on whistleblowing systems and psychological drivers of fraud prevention suggests that
transparency-oriented environments strengthen accountability mechanisms (Nuswantara, 2022; Nuswantara & Maulidi,

2021). Moreover, social values, professional commitment, and employee competence influence sustainable organizational

performance outcomes (Ahmed et al., 2022; Utari, Sudaryanto, et al., 2021).
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Digital transformation and evolving financial systems have also reshaped reporting environments by increasing
stakeholder access to information and expanding accountability expectations (Yuhertiana et al., 2020). Contemporary
accounting scholarship emphasizes integrative reporting models combining financial performance with social and
environmental indicators (Setayesh & Mehtari, 2019). Within this context, sustainability reporting becomes a
multidimensional governance outcome shaped by structural, behavioral, and strategic organizational factors.

Despite growing international evidence, empirical research examining the combined effects of boards of directors, audit
committees, and managerial policy orientation remains limited, particularly in emerging capital markets. Recent studies
suggest that balanced managerial policies may influence governance effectiveness and enhance sustainable decision-making
processes (Rainshury et al., 2024; Sadeghi Dehcheshmeh et al., 2024). Therefore, investigating how governance mechanisms
interact with moderate corporate policy provides valuable insights into sustainability reporting development.

Methods and Materials

This study employed an applied, correlational research design using a retrospective approach. The statistical population
consisted of all firms listed on the Tehran Stock Exchange over a six-year period from 2018 to 2023. A screening (elimination)
sampling method was used to ensure data consistency and comparability across firms. After applying selection criteria—
including availability of financial data, continuous listing status, identical fiscal year-end, and exclusion of financial
intermediary industries—a final sample of 109 companies was selected.

Data were collected from audited financial statements, annual reports, and corporate disclosures obtained through official
stock exchange databases and archival financial repositories. Sustainability reporting served as the dependent variable and
was operationalized as a binary indicator reflecting whether firms issued sustainability or CSR reports beyond mandatory
financial disclosures.

Independent variables included the size of the audit committee and the number of board members. Moderate policy was
incorporated as a moderating variable, measured through the firm’s asset turnover ratio, representing balanced resource
utilization. Control variables consisted of profitability (return on equity) and firm size, measured by the natural logarithm of
total sales.

To test the research hypotheses, logistic regression (logit model) analysis was employed due to the binary nature of the
dependent variable. Multiple regression models were estimated to evaluate direct and moderating relationships among
governance mechanisms and sustainability reporting. Data processing and statistical analysis were conducted using EViews
software.

Findings

Descriptive statistics indicated acceptable dispersion and variability among study variables across 654 firm-year
observations. Sustainability reporting adoption showed moderate prevalence among listed companies, while audit
committee size and board size demonstrated relative structural stability across firms.

The first regression model revealed a positive and statistically significant relationship between audit committee size and
sustainability reporting adoption. The coefficient estimate indicated that firms with larger or more active audit committees
were more likely to publish sustainability reports. Model diagnostics confirmed overall statistical validity and acceptable

explanatory power.
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The second model demonstrated a positive and significant effect of board size on sustainability reporting. Companies with
stronger board structures exhibited higher probabilities of engaging in sustainability disclosure activities. Control variables
such as profitability and firm size showed limited statistical significance across models.

The third model confirmed that moderate corporate policy had a direct positive effect on sustainability reporting adoption.
Firms demonstrating balanced operational efficiency and resource utilization were more inclined toward sustainability
disclosure practices.

The fourth regression analysis tested the moderating effect of moderate policy on the relationship between audit
committee structure and sustainability reporting. Results showed a significant positive interaction effect, indicating that
moderate policy strengthened the influence of audit committees on sustainability reporting outcomes.

Finally, the fifth model confirmed a significant moderating role of moderate policy in the relationship between the board
of directors and sustainability reporting. The interaction coefficient demonstrated that governance effectiveness increased
when firms adopted balanced managerial policies, leading to improved sustainability disclosure behavior. Overall, the
regression models exhibited strong goodness-of-fit statistics and statistically significant likelihood ratio tests, confirming
robustness of the empirical findings.

Discussion and Conclusion

The findings demonstrate that corporate governance mechanisms are fundamental drivers of sustainability reporting
adoption. Effective audit committees enhance monitoring capacity, improve reporting reliability, and encourage firms to
expand disclosure beyond traditional financial information. Strong oversight structures foster organizational transparency
and reinforce stakeholder confidence in sustainability disclosures.

The significant influence of boards of directors confirms the strategic role of governance leadership in embedding
sustainability within corporate decision-making processes. Boards guide organizational priorities, allocate resources toward
sustainable initiatives, and shape corporate accountability culture. When governance leadership actively supports
sustainability objectives, firms are more likely to integrate environmental and social considerations into reporting practices.

The positive impact of moderate corporate policy highlights the importance of managerial balance between risk
management and long-term strategic orientation. Firms adopting moderate policies appear better positioned to align
economic performance with social and environmental responsibilities. Balanced managerial strategies reduce short-termism
and facilitate sustainable value creation.

Moreover, the moderating effects identified in this study reveal that governance structures alone are insufficient to
guarantee effective sustainability reporting. Organizational policies and managerial orientation significantly influence how
governance mechanisms operate. Moderate policy enhances the effectiveness of both audit committees and boards by
creating a decision environment supportive of transparency, accountability, and long-term thinking.

These findings collectively suggest that sustainability reporting is not merely a compliance activity but an outcome of
integrated governance, managerial philosophy, and organizational culture. Companies that simultaneously strengthen
governance institutions and adopt balanced managerial strategies achieve higher levels of sustainability transparency and

stakeholder trust.
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From a broader perspective, sustainability reporting represents a convergence point between financial accountability,
ethical governance, and strategic management. As global markets increasingly prioritize ESG performance, firms that
institutionalize sustainability within governance frameworks are more likely to achieve resilience and competitive advantage.

In conclusion, this study provides empirical evidence that audit committees, boards of directors, and moderate corporate
policies jointly shape sustainability reporting practices. The results underline the necessity of aligning governance structures
with balanced managerial strategies to promote sustainable corporate behavior and long-term organizational legitimacy.
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