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ABSTRACT

The purpose of this paper is to examine the curstate of the public disclosure of audit qualitgigators,
feasibility and provide insights into practicestthee already in large measure the quality of tastins and international

audit and accounting is used in Iran.
KEYWORDS: Public Disclosure, Quality Audit, Index Measurem@niality
INTRODUCTION

In late 2008, the consultative committee of theiapdofession, in its final report on the reseamtoject
conducted with the aim of "transparency and rdliighin order to combine the efficiency of finantraarkets", a proposal
was presented to the public disclosure of auditityumdicators (ACAP, 2008). the purpose of thisaosure, to assist
market participants in monitoring and audits condddy distinguishing between different audit ingtons on the basis
of public information available to the public andeate incentives for institutions to improve auditality audit is
announced.among the recommendations relating msgeaency, it is proposed that the supervisory doaraccount of
public companies, the main criteria to define thlily and effectiveness of audit and audit institus are required to
calculate and make public disclosure of the catérthis procedure is possible, the Supervisorgrdan account of public
companies, the task of monitoring indicators wil teported as a regulatory authority.all justifed the reasons in
support of public disclosure of inspection repéagshe Supervisory board on account of public camgmhas been of low
quality audits, the public disclosure of audit eria is true. disclosure, transparency and auditityuon the market will
reward high-quality reports (Wells, 2005; Hermansod Houston, 2008).it should be noted that theudsion of public
reporting indicators of audit quality, the concéptnot new, and even at the international levelehis evidence of
implementation and compliance. however, the urftedes, reporting criteria have been met with tasee.but because of
the slow pace of change in this mean? the answitigagjuestion lies in understanding the barriergrplementation of
such a report. the supervisory board of the acoogriiarriers challengespublic companies to disaasaprehensively
drawn. as a result of these discussions and delizasers were categorized into three main grdupdefinition quality
audit, 2. determine the overall quality of audisdue to the possible unintended consequencessgisais and debates at
the meeting of the supervisory board held a pudimounting firm, shows that even the experts hangbte agreeing on a
common definition of audit quality. differencesdsefinitions of published audit quality in termstbfee main approaches
have been shown. In general, the definitions ofvimous aspects of quality audit reveals:1. coamue with professional
standards.2. the efforts of the auditor, and. 3litau independence.finally, the question is whetpee-determined
indicators of audit quality, the pursuit of a sglefinition is required or not.some experts beliévat a comprehensive

audit quality measurement, definition seems necgsba others agreed quality criteria are suffitiém fact, as it seems,
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the first inductive approach to determine indicatof audit quality in mind, they were the secondugrin terms of access
to basic principles of deductive approach, inductpproach inevitably acceptable.accordingly, itidacgay determine
indicators that the users (the market) are cons@erseful as a selection criteria appropriate atdis.despite the
problems inherent in the definition of audit qualihere are many factors that could potentiallybeful in the evaluation.
examples of indicators of audit quality regulatipmeposed by researchers and developers has emerdiedtors of audit
quality in both indices at the level of institutadnand contract auditing and more. in addition, itngicators of other
indicators of the input shaft to the output of theta separated.one of the issues on the ballobpatgon the selection
criteria is that instead of focusing on a singldidator reporting, a set of measures the combinatibaudit quality
provides a multi-dimensional image, is used. altffiothis approach a complex problem caused by ttiteict of the
general concept of limited openings take place, dtthe other hand the problems associated withinbeeased
expenditure on benefits.the costs of this soluisoecreated from two aspects: view audit institusiotme increasing number
of reports, record keeping support costs will bghbi. users view: integration of several factorst tlead to different
conclusions will be, for users potentially morefidiflt and more expensive. as the standard-seétihgecessary attention
to the possible consequences of disclosure quafiigators should also be paid to the fact th#héf authorities Standards
or regulations (egaccounting supervisory boardulflip companies) the public disclosure of auditlfyandicators are
required, the possible unintended consequencegesait from disclosure?For example, audit institasi may manage its
operations on the basis of certain criteria, saméoathe university ranking or the ranking of corgte governance in
public companies occurs. in such circumstancesit anstitutions may be gradual rather than spensbueces on
improving audit quality, only in extreme focus tchéeve high rankings. for example, suppose the murabtraining hours
CPA firm (for example, total training hours, relatiy the auditor or professional levels) index ésided. on this occasion,
audit institutions are likely to be the result dher institutions, to increase training hours tocbenpatible with existing
standards. this procedure may be done without elgerd to special educational institutions. anotie@icern in this regard,
it is significant indicators for risk adjustmentsish be provided.to illustrate this, suppose thatdisclosure of the number
of hours required to be audited as an indicat@ualit quality. in these circumstances, the disclsii the relative risk for
each client and portfolio clients is also importdithe number of audit hours are not adjustedrisk, then the ultimate
meaning of the "efforts auditor" remains hiddensdwse the auditor does not necessarily trying tduata the risks and
complexities of the audit firm for a particularedii is linked. disclosure of audit hours withowdtisty the amount of risk
that has been estimated by the auditors, the falenpially misleading, but auditors can and moreadntgntly cant be the
result of an estimated information it is persomaslout the risks of their clients are publicly dised. risk estimate offered
a public company as a figure determined by an iaddpnt auditor, very information for investorsimeés controversial,
although this estimate may be provided by thirdipars degage. the next issue is that employsksdisclosure required
by audit institutions, audit institutions may becegted in risky business deals, such as compam¢ehave been adopted
recently in the stock market, appeal or refraimfraccepting them, which may have harmful effectsfareholders. those
mentioned above, which are considered major olestaid the public disclosure of audit quality indara despite the
efforts of the authorities has developed severatimg rules, since there is no possibility of itgpiementation in the case

of public companies.
Review of Current Practices in the Field of Audit Quality

However, early action by the legislature does re@ns very likely now, but check current procedumasthe

assessment and management of audit quality in majernational institutions, would be helpful toegict the
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future.changes in professional environments inpdist decade has led audit institutions in the aedik ways to improve
operations to reduce audit failures, increase matecoordination procedures and accepted accoumiingiples and
standards contained in the company's businessigolnd reduce and prevent the negative conclusibtige inspection
process accounting oversight board are public coiepacurrently, the largest international audstitations in the first
phase of audit quality through resultsprovidingidators derived from this operation by the Secesitand exchange
commission and lawsuits American estimates. initiahd the supervisory board on the results of ewdjns of
accounting, auditing contracts with public compan@and public employers focus.in addition to thifimation, large
organizations spend considerable resources oningaiand internal inspection programs. they alsad haliberative
meetings on the problems caused not only to nahuefo repeat in a particular location (regiorgaaor department),
industry-specific, audit committees or special apdrtners, are taken into account. all internai@mganizations audit act
after Sarbynz- Excel in 2002, inspections havenisifeed their internal procedures and quality. tiuenber of inspections
in addition to the Supervisory Board on accourinepections public companies, the institute haseimeed to 4 or 5 times.
more institutions operate with the inspections a€te partner are constantly reviewed. conductingeasons with an
increased risk of contracting risk analysis, auaditiemployee, employer, or reviews require spedifaustries and the
problems that remain unresolved in previous ingpest increases. for example, in certain casescaare an increase in
inspections related to the industry (for exampdeenue recognition). audit contracts (for examptayr results or a failure
to review the previous year, merger or acquisitamj the board of audit (issues related to perfaoman previous audits)
noted.Problems defined in the internal audit precesth the results of inspections accounting sugery board of public
companies),institute enables operators to ideptiplems with the "analysis, root problems" develbgorrective action
plans to increase quality or not. for example, sgmablems have been found in inspections may baidered at the
institute(For example, education or policy reformgamization), while other problems may be spedifica particular
contract or staff audit. in the latter case, theaxtive actions at the level of a particular awdibtracts (for example, deep
evolve review process)or in the case of personfm éxample, programs, performance improvementngain
responsibility, modify or even eliminate practi¢bat reward cooperation) will be considered.In &ddj some institutions
inspections "specific goals" have increased. tady@tspections may be carried out after the conguletf the audit or
during it. options inspections of audit contractgiparticular industry or deal with specific chaeaistics and risk auditing
and accounting consist of specific cases. the mard the inspections is to ensure that audit tyuliwithin acceptable
risk or demonstrate industry-specific risks (egprajsals and recognition of income in high-tech panies) is.targeted
inspections during the audit and the audit committith the purpose of ensuring the correct movetsethe end of the
operation and provide an audit opinion, to do & tesults of inspections and reviews the intemalitor's annual
performance evaluation is considered at all lev&déecting an experienced and competent enougledtss in quality
inspection, is of great importance. some instingieonduct quality control reviews of audit workseme sections, and
these operations have been required to assessptbgitess and consider annual performance. takeatime action and
monitoring can be related to problems discoverstftav years, and such monitoring is usually dopghle committee for
internal quality or the same group. Internationglamizations audit their inspections of automatestshing and gathering
information for trend analysis, common or importaases in the audits conducted during a periocod-term use.
internal committees quality institutions typicaflyports to key partners in charge of special operatorganization (audit,
tax or consulting) are responsible, offer. quatiyntrol is usually under the supervision of a cottewi or board is

controlled at the level of the whole institutiomuadjty of internal committees have the authorityoferational managers, a
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variety of risks and errors affecting the qualitf/tbe audit are addressed.as previously notedgtkeaggestions can
improve program operations, change jobs, or evdradjustments of compensation and reward systevorising.analysis
of the same style but with a higher level and bevagkeographic areas can be (area, district or.anijher way to
determine the quality of accounting used for indtional audit institutions, the use of electronystems, the media or
device that is used with the following objectivediinely monitoring,2. ensure compliance with aimjtstandards and
internal policies of the institution, and.3. qual@udit or obtain data to calculate measures oit @ulity.some published
reports about the quality control systems of a(fdit example, (Vienna. Grad et al., 2000; Bell let 2002) indicates the
importance of continued investment in systems, medlid devices in the organization have. these imasgs include
improvement andreform in order to receive and stofermation for later use worksheets, users ara shbsequent

decisions. some organizations use third-party aafdlie database and analysis, they are.
Quality of Auditing in Iran

Are responsible, as a person independent qualityt aeviews the final. however, larger institutionghich is
typical of the national audit office, the procedusedifferent. the National audit office is indegemt audit of quality
control and quality control audit lists and otheogedures done through the present. supreme audit & one of the big
audit authorities of the country in the field ofcaanting and auditing the public sphere and theneeic and social
infrastructure works. assess the quality of augitmthe field of economy and infrastructure, scatvimore it done.audit
quality in this area in the whole country, by theyinces and the separation of audit committeesutin the checklist,
similar to those in the audit, the audit carried loyithe agency coordinating and monitoring anditjueontrol sessions at
the same time and also in scoring held regulanhaddition, currently preparing electronic monitgrisystem (Senate) as
well as to raise the level of audit quality in thepreme audit court is doing. despite the effoasedfor quality control
auditor, as well as the quality of audit is necesbacause the client uses the services of austititions, in the wake of
the creation of quality control or in institutiosach as the stock exchange, this unit has beetedresn authority to assess
the quality of the audit, the official accountarite audit institutions and practitioners in theddiof quality assessment of
the community's individual members.the first arsatd assess the quality control system institufighsough a
guestionnaire that measured the basic criteriauafity control institutions.the second area is gyalontrol. although the
proportion of structural units in these areas bseanf the lack of quality control of audit instituts and employees with
individual member of society, unfortunately, litteork has been done, but comparing the scoreseotctimtrol work
conducted with scores obtained from questionnakeduating quality control system institutions, shthat there is no
significant relationship between the two. in otherds, the results of questionnaires to assesstyjuantrol system
institutions, show that 89 per cent of audit ingi@ns in the "good" and "very good" are, but imte of quality control
points with the "average" and "poor" are. this sgig that the evaluation of quality control audgtitutions in Iran by the
iraniansociety of certified Public accountants, fh@ver does not have adequate support. this hastnteat such
regulation by other agencies, including the sei@sriand exchange done. trusted audit committeevdosee institutions
Stock Exchange, in order to protect the intere$tshareholders, supervising their professional tatefiort has found,
based on whether the financial statements are ia#temisstated that the auditor did not speak abittualthough the
committee has done this in the material, but tisiltés an excellent and important findings, in iidd to the quality
control department of certified Public accountaantsl audit committee to study the topic is the dqualf the institutions
will be notified. in addition society of certifieBublic accountants and the securities and Excharegelations of the

central bank and other institutions, including tleatral insurance on the verge of running.regasdiéthe system's audit
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quality control measures, it requires users todrdata quality audit reports raised. in fact, ggué of audit reports that
users in Iran at what level of interest in econodgcision-making is discussed. it seems that afwarious stakeholder in
quality reporting and financial statements of 1&ali they are less common. in many cases, the asdigport does not
conform to standards that affect the company'sitgrdiut activists including major shareholders #mags more members
of the board (of the company profitable) and mityoshareholders (dividends for more) that do nal ddth this issue
forward-emptive and perhaps a kind of agree wiik Hituation. this may have caused that auditorsaohave the
incentives to increase the quality of audits.betigral, by comparing the progress of the qualitglistlosure, particularly
in the case of public companies, in the shadovihefsecurities and exchange regulations and thetiefibthe profession,
we can say the situation is significantly differ¢inan in the past and was disclosed to the extetthigher quality and

reliability, so obviously the demand for qualitfonmation will increase.
CONCLUSIONS

In this paper, the barriers to public reportingaafiit quality indicators suggested by the advismsnmittee on
the audit profession, was investigated. in thisardgsuch as providing a comprehensive definitibrawdit quality,
well-defined indicators to determine the cover nbfi-management” and create some undesirable carssg) as the
most important problems in the way described.thetasbes now seems impossible. until these probEm®mn the way
legislators and drafters of rules, audit qualityl semains in the hands of institutions (with tle&ception of limited
inspections and studies outside the institutidmg.following outlines some of the methods usedhigé organizations and
international audit quality audit to determine fhessible methods used as standard in the futuredisasssed. investing
in internal inspections and the creation of elattr®ystems and data in support of audit operatémmkdecisions of such
methods is considered. in the final section the smemment, evaluation and disclosure of audit quatitlran were

discussed.
REFERENCES

1. Advisory Committee on the Auditing Profession (AQAP Final Report, Available at:
http://lwww.treas.gov/offices/domestic-finance/admgs/final-report.pdf, 2008

2. Bedard J.C., K.M. Johnstone and E.F. Smith, Audil@y Indicators: A Status Update on Possible Rubl
Disclosures and Insights from Audit Practice, Cnatrkssues in Auditing, American Accounting Assoiat
Volume 4, Issue 1, 2010, PP. C12-C19

3. Bedard J.C., and K.M. Johnstone, Audit Partner Teermmd Audit Planning and Pricing, Auditing: A Joalr of
Practice & Theory, 2010

4. Bedard J.C., M. Ettredge, and K.M. Johnstone, Fesdare and the Longitudinal Dynamics of Audit Egegaent
Budgeting and Rep ¢ rting, Advances in Accountidg 2_: 32-40, 2008

5. Bell T., J.C. Bedard, K.M. Johnstone, and E.F. 8mKRisksm: A Computerized Decision Aid for Client
Acceptance and C ¢ ntinuance Risk AssessmentsfiAgdA Journal of Practice & Theory 21 2 : 97-12802.

6. Carcello J.V., and A.L. Nagy, Audit Firm Tenure aRchudulent Financial Reporting, Auditing: A Jourod
Practice & Theory 23 2 :55-69, 2004

www.iaset.us anti@iaset.us



16

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

Mahmoud Laridashtbayaz& Shaban Mohammadi

Carcello J.V., D.R. Hermanson, and H.F. Huss, Gemgcern Opinions: The Effects of Partner Compénsat
Plans and Client Size, Auditing: A Journal of Pige® Theory 19 1 : 67-77, 2000.

Carcello J.V., D.R. Hermanson, T.L. Neal, and RRley, Board Characteristics and Audit Fees, Coptanary
Accounting Research 19 _3 : 365-384, 2002

Carey P., and R. Simnett, Audit Partner Tenure Auadit Quality, The Accounting Review 81_3 : 653-676
2006.

Casterella J.R., K.L. Jensen, and W.R. KnechelSé#-regulated Peer-review Effective at SignalingdA
Quality? The Accounting Review 84 3 : 713-735,200

Chen Y.S., B.G. Chang, and C.C. Lee, The Associdietween Continuing Professional Education andrkiial
Performance of Public Accounting Firms, Internaéibdournal of Human Resource Management 19 9 0-172
1737, 2008a.

Chen C.Y., C.J. Lin, and Y.C. Lin, Audit Partnerriliee, Audit Firm Tenure, and Discretionary Accrud®es
Long Auditor Tenure Impair Earnings Quality? Conpamrary Accounting Research 25 2 : 415-445, 2008.

Chi W., H. Huang, Y. Liao, and H. Xie, Mandatory diuPartner Rotation, Audit Quality, and Market &sgtion:
Evidence from Taiwan, Contemporary Accounting Resgea26 (2), 359-391, 2009.

Chi W., H. Huang, Y. Liao, and H. Xie, Mandatory ditPartner Rotation, Audit Quality, and Market &sgtion:
Evidence from Taiwan, Contemporary Accounting Resgea26 (2), 359-391, 2009.

Craswell A.T., J.R. Francis, and S.L. Taylor, AodiBrand Name Reputations and Industry Speciatinati
Journal of Accounting and Economics 20 _3_: 297:32®5 .

DeAngelo LE, Auditor Size and Audit Quality, Jourpf Accounting and Economics3 _3_: 183-199, 1981.
Deloitte LLP, Advancing Quality Through Transpargnbeloitte LLP Inaugural Report_January_, 2010.

Elder R.A., and R.D. Allen, A Longitudinal FieldJestigation of Auditor Risk Assessments and Saje S
Decisions, The Accounting Review 78 4 : 983-1QI)3.

Feroz E.H., K. Park, and V.S. Pastena, The Finhacid Market Effects of the SEC's Accounting andlifing
Enforcement Releases, Journal of Accounting RebeZfc Supplement_: 107-142, 1991.

Francis JR, The Effect of Audit Firm Size on Audfitices: A Study of the Australian Market, Journél o
Accounting and Economics 6 _2_:133-151, 1984.

Francis J.R., and M.D. Yu, Big 4 office Size anddAwQuality, The Accounting Review 84 5 : 1521-255
20009..

Francis JR, Are Auditors Compromised by Non-Audinfces? Assessing the Evidence, Contemporary
Accounting Research 23 _3 : 747-760, 2006.

Gist W., and R. Davidson, An Exploratory Study bé tinfluence of Client Factors on Audit Time Budget
Variances, Auditing: A Journal of Practice & Thed® 1 :101-116, 1999.

www.iaset.us anti@iaset.us



Reasons Requires Disclosure of Audit Quality Indicgin Iran 17

24.

25.

26.

27.

28.

29.

30.

31.

Government Accountability office (GA0), Public Aaaating Firms: Required Study on the Potential BEffeaf
Mandatory Audit Firm Rotation, GAo Report No. 0462INovember, Washington DC: Government Printing
office, 2003.

Hermanson D.R., and R.W. Houston, Quality Contrefddts Revealed in Smaller firms' PCAoB Inspection
Reports, The CPA Journal 78 _12_: 36-40, 2008.

Hermanson D.R., R.W. Houston, and J.C. Rice, PChsBections of Smaller CPA Firms: Initial Eviderfoem
Inspection Reports, Accounting Horizons 21 2 :-182, 2007.

Hoitash R., A. Markelevich, and C.A. Barragato, AodFees and Audit Quality, Managerial Auditingudioal 22
_8 :761-786, 2007.

Johnstone K.M., and J.C. Bedard, Engagement Plgniid Pricing, and Client Response in the Marlat f
Initial Attest Engagements, The Accounting Revieaw 2_: 199-220, 2001.

Khurana I.K., and K.K. Raman, Litigation Risk are tFinancial Reporting Credibility of Big 4 Vershsn-Big
4 Audits: Evidence from Anglo-American countriefieTAccounting Review 79 _2 : 473-495, 2004.

Low KY, The Effects of Industry Specialization orudit Risk Assessments and Audit-planning Decisidig
Accounting Review 79 _1 :201-219, 2004.

o'Keefe T.B., D.A. Simunic, and M.T. Stein, The éuotion of Audit Services: Evidence From a MajobiRu
Accounting Firm, Journal of Accounting Research 22: 241-261, 1994.

www.iaset.us anti@iaset.us






