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Abstract 
This study has done to surveying the relationship between financial restatements 
represent reporting and auditor change at companies accepted in Tehran Stock 
Exchanges. The population of this study are the companies that active in Tehran stock 
exchange since 2008. 119 companies were selected as sample.The sampling method of 
this study is probability - simple random sampling. Data has gathered from www.rdis.ir 
and www.irbourse.com. In order to analyze the data, we used deductive and descriptive 
statistical methods. The results K-S Test shows the test distribution is Normal. So we 
can use Multi Regression to test the hypothesis of the research.  Findings shoe that there 
is relationship between financial restatements represent reporting and auditor change at 
companies accepted in Tehran Stock Exchanges.  
Keywords: financial restatements represent reporting, auditor change, Tehran Stock 
Exchanges 

 
INTRODUCTION 

A restatement provides an explicit acknowledgement of material omissions or misstatements in 
the original financial statements. So it is not surprising that restatements engender concerns not 
only about the quality of financial reporting but about the quality of services rendered by 
independent auditors. Evidence suggesting an increase in the frequency of restatements has 
exacerbated these concerns. Statements by the SEC’s Chief Accountant indicate that the SEC 
considers restatements to be audit failures (Turner 1999), and concern over restatements 
contributed to SEC Chairman Levitt urging the Public Oversight Board to appoint the Panel on 
Audit Effectiveness in late 1998. 
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Financial restatements represent reporting failures where companies admit that previous financial 
representations are not reliable. Such reporting failures have various potential causes and effects 
that can undermine company health and raise questions about the expertise and integrity of 
individuals that affect reporting, operations, and compliance. In the post-Sarbanes–Oxley era, 
financial report users (for example, investors, creditors, analysts) have seen an explosion in the 
number of restatements, giving rise to questions about why so many companies find it difficult to 
produce accurate information (DeZoort, 2011). 
Restatements must be submitted when, for a variety of possible reasons, previously released 
financial information has been deemed inaccurate. Restatements could become necessary due to 
mundane clerical errors, inaccurate treatment of government regulations, or even fraud. 
Financial restatements, despite the cause, are considered major corporate reporting errors. They 
undermine the reputation of not only those individuals—such as accountants, managers and 
members of the Board of Directors—who are directly responsible for reporting financial 
information, but also of the company as a whole (Rothberg, 2012). 
The causes of financial restatements vary considerably across cases. However, the accounting 
research literature (Plumlee and Yohn, 2008; Scholz, 2008) and existing restatements highlight a 
number of potential causes of restatements, including: 

• Complexity of accounting standards and/or transactions. Although there is a growing 
push to emphasize principles-based standards, companies in the United States still face 
demands related to rules from an array of authoritative bodies. GAAP involve hundreds 
of rules provided by IASB for most countries and FASB in the United States. 

• Weak financial governance and controls. Contemporary corporate governance 
frameworks highlight the importance of management, the board of directors/audit 
committee, internal auditors, and external auditors in ensuring financial reporting 
reliability. Weak governance and internal controls over financial reporting increase the 
likelihood of financial reporting failure and restatement. 

• Increased auditor and audit committee conservatism. The SOX created a number of new 
demands on auditors and audit committees. Increased regulation, scrutiny, and legal 
exposure for auditors and audit committees increase their motivation to be conservative 
and revisit management’s judgments when evaluating financial reporting and specific 
accounting issues. 

 Broad application of materiality. The SEC Advisory Committee on Improvements in 
Financial Reporting expressed concern that restatements result from overly strict 
materiality assessments where restatements occur to correct misstatements that investors 
might not find important. 

• Earnings management. Management faces tremendous pressure to meet or beat 
expectations established by various groups (for example, analysts, and directors). GAAP 
provide a great deal of opportunity for earnings management (for example, in areas 
related to depreciation, reserves, asset valuation) that is subject to abuse that can lead to 
restatement. 

• Lack of transparency. In complex reporting environments, companies often fail to 
provide disclosures that are complete and understandable in compliance with GAAP. For 
example, footnotes that fail to provide clear, sufficient descriptions of company activities 
and policies undermine financial reporting reliability. 
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• Fraud. The largest frauds are due to financial reporting schemes where individuals 
intentionally misstate companies’ financial statements. 

 
METHODOLOGY  
The population of this study are the companies that active in Tehran stock exchange since 2008 
and had this characteristics: 

- Fiscal year is end March 19 
- During the years 2008 to 2013 be presented annual Audited financial statements. 
- Companies has accepted in Tehran stoke Exchange since 2007. 
- Final sample from 2008 to 2013  
- Don’t be one of Investment company  

So, with considering this situation, 119 companies were selected as sample.The sampling method 
of this study is probability - simple random sampling. Data has gathered from www.rdis.ir and 
www.irbourse.com. 
In order to analyze the data, we used deductive and descriptive statistical methods. The results 
K-S Test shows the test distribution is Normal. So we can use Multi Regression to test the 
hypothesis of the research. The SPSS tool has been used 
 
RESULTS AND CONCLUSION  

A) Deductive Results  
Table 1 to shows the deductive results of variables in Petroleum industry. 

 n min mix mean sd Variation Skewness Sk. 
error Elongation E. 

error 
LNAF 595 30558 98220 65141 36548 67662 .957 .125 1.615 .250 

INST 595 4.15 99.40 75.2236 24.766 95.25 -1.653 .125 1.811 .250 

NUMBD 595 5 11 6.88 2.990 95.25 1.656 .125 1.817 .250 

ROA 595 2.01 98.93 50.0210 21.223 96.92 .118 .125 -.221 .250 

SIZE 595 9.80 17.18 13.2154 1.354 7.38 .513 .125 .099 .250 
LEV 595 .01 8.05 .6897 .52315 8.04 9.876 .125 12.987 .250 
RINDBD 595 .48 .81 .51 .2258 .33 .365 .125 .365 .250 

 
B) Hypotheses Results 

In this paper we have two main hypotheses. The statistical way of analysis of hypotheses is two 
ways, H1 is acceptance of hypothesis and H0 is rejecting of hypothesis. In other words, it means 
that H1 has positive meaning and H0 has no meaning.  
Hypothesis: There is relationship between financial restatements represent reporting and 
auditor change at companies accepted in Tehran Stock Exchanges. 

- H1: There is relationship between financial restatements represent reporting and auditor 
change at companies accepted in Tehran Stock Exchanges.  

- H0: There is not relationship between financial restatements represent reporting and 
auditor change at companies accepted in Tehran Stock Exchanges. 
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Table 2 shows that Multi Regression analysis has been done in order to determine the 
relationship between financial restatements represent reporting as independent variable and free 
auditor change as dependent variable.  
Table2, Coefficient of Determination and Durbin Watson 

Sig F Durbin 
Watson 

Adjusted 
Coefficient Of 
Determination 

Coefficient Of 
Determination 

.000 20.619 1.709 .201 .211 
 
Table 2 results show that F test results show that p-value is 0.000 in 95% confidence level. It 
means that the Regression model is meaningful. And also, the test distribution is normal, 
Because Durbin Watson test is 1.709 and is Between 1.5 – 2.5. So, we can used liner Regression.  
Table3, Multi Regression of the independent and dependent variables 

Result P-Value t B Explanatory Variable 

Confirm 0.000 4.035 .791 constant 
Confirm 0.005 2.835 .119 REST 
Confirm 0.000 -10.24 -0.433 GC 
Confirm 0.010 -2.591 -0.111 MODOP 

- 0.151 1.438 -0.061 STTNR 
- 0.140 -1.477 -0.070 LTTNR 

Confirm 0.014 -2.479 -0.120 LNAF 
- 0.303 1.032 -0.172 ROA 
- 0.442 -0.770 -0.027 LOSS 

Confirm 0.000 -4.607 -0.175 LVRG 
- 0.316 -1.003 -0.035 GROWTH 
- 0.325 0.986 0.034 SIZE 
- 0.531 -0.627 0.026 NUMBD 
- 0.130 1.518 0.069 RINDBD 

푃푟표푏(퐴푢푑푖푡표푟퐶ℎ푎푛푔푒 ) = 푓(푅푒푠푡푎푡푒푚푒푛푡 ,퐶표푛푡푟표푙푠 ) 
 According to the table, it is observed that the amount of sig is equal 0.000 at 95% confidence 
level is less than 5%. Therefore, assuming a linear regression model was significant and the 
model is confirmed.  
The t amount and p-value for dependent and independent variables show that control variable is 
meaningful in 95% confidence level.  
Also, the Adjusted Coefficient of Determination is 20 percent. It indicates independent variables 
and control variable predicate 20 percent changes in auditor changes.  
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