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Financial Reporting Quality and Audit Adjustments Clauses

Abstract

This research is investigating the effect of financial reporting quality on adjustment clauses of
audit. report. These models used to measure the quality of financial reporting: including Kothari &
et al (2005), kasznk (1999) and McNichols & Stubben (2008) and also for measuring the audit
adjustments it act in such a way that, when in audit reporting we had adjustments to items of
income and expense it’s one and otherwise it’s zero. Statistical society is for collection of
variables, companies accepted in stack exchange of Tehran between 1388-1393. That among the
exchange companies,just 129 companies chosen as a statistic sample trough the systematic
elimination. The result of this research by using the Regression Legestic analysis shows that in 3
models, between the quality of financial reporting and audit adjustment there is a negative
relationship, it means that when the quality of financial reporting in accompany rise, then the
number of profit and loss clauses will reduce. Also The results indicate a negative relationship
between Board independence and Audit adjustments clauses and a positive relationship between
Operating cycle, Leverage, Free float and Audit adjustments clauses.

Keywords: Financial Reporting Quality, Audit Adjustments Clauses, Discretionary
accruals
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