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Abstract

Purpose: The main objective of this study is to examine the relationships between audit quality, earnings management,
and firm performance among selected companies listed on the Tehran Stock Exchange. Given the importance of
financial transparency and the role of auditing in reducing opportunistic managerial behavior, this study aims to clarify
the interactions among these variables and highlight the necessity of investigating their effects on firm performance.
Methodology: This research is applied in terms of objective and descriptive-correlational (ex post facto) in terms of
method. The sample was selected using a systematic elimination approach and consists of 111 firms over the period from
2012 to 2021. After confirming the validity of statistical assumptions, including normality of residuals, absence of
autocorrelation, homoscedasticity, and lack of multicollinearity, the F-Limer and Hausman tests were employed to
determine the appropriate regression model. Data analysis was conducted using EViews 9 software.

Findings: The results indicate that there is a significant relationship between audit quality and earnings management,
confirming the first hypothesis. However, no significant relationship was found between audit quality and firm
performance, leading to the rejection of the second hypothesis. Additionally, a significant relationship exists between
earnings management and firm performance, supporting the third hypothesis. Finally, the findings reveal that audit quality
does not have a significant effect on firm performance through the mediating role of earnings management; therefore,
the fourth hypothesis is rejected.

Originality/Value: This study contributes to the financial and accounting literature by simultaneously examining the
roles of audit quality and earnings management in explaining firm performance in the Iranian capital market.
Furthermore, by analyzing the mediating role of earnings management, it provides deeper insights into the mechanism
through which audit quality may influence firm performance. The results can be useful for investors, auditors, and
policymakers in improving decision-making and enhancing financial transparency.
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Table 2 - Summary of information on research
variables and their role in the model.
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Table 3- Table of descriptive indicators and normal test for the main research variables.
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Table 4- Table of descriptive indicators and normal test for the control variables of the study.
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Table 5- Stationarity test results for variables, test values, and
observed significance levels for each variable.
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0.0000 -8.9515 cVv
0.0000 -7.0706 Lev
0.0000 -10.1119 Age
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Table 6- Pearson correlation coefficients between explanatory variables of the models examined in the study.

AGE LEV CVv CFO SIZE EM AQ ROA

-0.036080 -0.620321  0.214488  0.419717  0.095783  0.390830 -0.021308 1.000000 ROA
-0.053329  0.145497 -0.080459 0.008242  0.340526  0.007091  1.000000 -0.021308 AQ
0.032169 -0.219830 -0.071998 -0.448057 0.117101  1.000000  0.007091  0.390830 EM
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-0.032015 -0.116073  1.000000 0.288708 -0.074826 -0.071998 -0.080459  0.214488 CV
0.004718  1.000000 -0.116073 -0.197807 0.017981 -0.219830 0.145497 -0.620321 LEV
1.000000  0.004718 -0.032015 -0.021866  0.045874  0.032169 -0.053329 -0.036080 AGE
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Table 7- F-limer test.
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Table 8- Hausman test result for the first model.
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Table 9- Pagan's test.
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Table 10- Results from the first regression model.
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Table 11- F-limer test.
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Table 12- Hausman test results for the second model.
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Table 13- Pagan's method test.
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Table 14- Results f[om the second regression model.
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Table 15- F-limer test.
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Table 16- Results of the Hausman test for the third model.
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Table 17- Pagan brooch test.
Sold e g 98wl U8
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Table 18- Re§ults from the third model.
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Table 19- F-limer test.
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Table 20- Hausman test results for the fourth model.
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Table 21- Pagan brooch test.
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Table 22- Results from the fourth model.
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