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The effect of the auditor's opinion on the companies' activities and
its consequences on the auditor's tenure
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Abstract

The importance of corporate governance, especially after the occurrence of contemporary financial scandals, has
been considered by researchers and policy makers, and in this regard, a large amount of research has focused on
the quality of financial statements and their reliability, because in most The financial statements and reports did
not accurately reflect the actual situation of the company. The main tool of corporate governance for
accreditation is financial auditing, and in this regard, the independent auditor has a key role in terms of
independence. On the other hand, users of financial statements (decision makers) want the financial statements to
be audited by an independent auditor because auditing by a professional who is independent of the business unit
has added value, thus reducing risk. Information reduces the cost of the company's capital. Therefore,
maintaining independence is an important issue for the auditor of financial statements. Auditing is a reassuring
tool in the field of financial statement quality that allows users of financial statements to make reasonable
decisions. In recent years, with the privatization of the auditing profession and the expansion of private auditing
firms, the change of auditor and the change of audit statements have become a common phenomenon. This can
undermine the auditor's professionalism and independence, with the unintended consequence of investors'
negative reaction to the adjusted audit report (especially conditional comments). Because tenure has potentially
adverse effects on audit quality, and the classical definition of audit quality is presented as the consistent
probability that an auditor will recognize both material misstatement (competency) and reporting
(independence). The negative effects of tenure on competency and independence can lead to conflicting effects
on the probability of the auditor's conditions.

Keywords: comment, audit, company activities, tenure, auditor retention.
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