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Abstract

Following changes in the information needs of users of financial statements and the subsequent demand
for audit reports containing clearer and more useful information, an appropriate opportunity has been
provided to conduct empirical research to examine the effects and consequences of specific paragraphs
of the audit report that convey specific information content. Therefore, the purpose of this study is to
examine the effect of the emphasis of matter clause in the audit report on the decisions of managers and
investors. The method used to test the research hypotheses is to use a multivariate regression model to
analyze data from 195 companies listed on the Tehran Stock Exchange during the period 2014 to 2023.
The research findings indicate that emphasis on specific matters clauses have a negative and significant
effect on accrual-based earnings management as a proxy for managers' decisions. Emphasis on specific
matters clauses also have a positive and significant effect on abnormal stock returns as a proxy for
investors' decisions and their reaction to the audit report. According to the research results, it can be
stated that the disclosure of key issues in the audit report is effective on the decisions of managers and
investors by conveying information content and emphasizing specific aspects. Therefore, expanding
the auditor's report through emphasis of matter paragraphs increases the effectiveness and usefulness
of the independent auditor's report.
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