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Abstract

The purpose of this study is to investigate the reaction of auditors to Earnings volatility, for
which the effect of earnings fluctuations on the audit report lag and auditing fees of companies
listed on the Tehran Stock Exchange was investigated. In this study, to test the hypotheses,
the required information related to the research variables was collected from the financial
statements of 150 companies listed on the Tehran Stock Exchange during the period 1390 to
1399. To test the two research hypotheses, two multivariate regression models with panel data
using random effects method were used. The findings of the test of research hypotheses indicate
that in companies listed on the Tehran Stock Exchange, Earnings volatility has a significant
positive effect on the audit report lag. Also, the research findings showed that Earnings volatility
also have an effect on audit fees. Positive has meaning. The results indicate that in Tehran Stock
Exchange, with the increase of Earnings volatility, the audit report lag increases. In fact, as
profit volatility increases, the inherent risk of auditing increases, and auditors will conduct
more content tests to reduce overall risk. Performing more tests by auditors will also increase
the delay in submitting the audit report. The results also showed that with increasing Earnings
volatility, the audit fee increases. As profit fluctuations increase audit risk, auditors should also
be more diligent in their audit process, so increasing Earnings volatility leads to increased audit
fees. So far, no research has comprehensively investigated the audit response to the fluctuation
of companies' earnings. If auditors perceive Earnings volatility as an effective risk, they will try
to respond to it and increase their level of response in order to respond to it. Auditors' response
to the risk of profit fluctuations can be twofold. First, more auditors' efforts in audits will lead to
more audit report lag, and second, auditors may request higher fees for pricing audit services.
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