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Relation between Audit Effort and Financial Report

Misstatements: Evidence from Quarterly and

Annual Restatements

!4.793

-

JolS 0uds daz 3 dllie dugd Gl - ddilias daz )3 3l lowd g5 oS (0

Pole SIS o) clie LaandSS) dinud b ol pass (Liolys LlB) 355 Conyd L

ao e Gl il o9 ,9



http://iranarze.ir/relation+between+audit+effort+financial

% JTd dIJ__ll

6ag-Lils slaUls bls_ﬂ.ng_)é

VI. SUMMARY AND CONCLUSIONS

In this study, we reconcile the discrepancy between the theoretical prediction and empirical
evidence on the association between audit effort and subsequent restatements. We document that
auditor risk adjustment and the positive relation between audit effort and quarterly restatements
induce two upward biases that obscure the predicted negative association between audit effort and
annual restatements. We show that after appropriately controlling for these two biases, audit effort
has a robust negative association with annual restatements.
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