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This research deals with the relationship between the CEO's
characteristics and financial statement renewal with emphasis on the
moderating role of management mechanisms of acquired companies
on the Tehran Stock Exchange. The data of 96 companies admitted to
the Tehran Stock Exchange for the period 2015-2016 were examined.
To check the significance of the hypothesis test, the ordinary square
regression method was used. The results showed that among the
personal characteristics of the CEO, including age, tenure and
knowledge of the CEO, only tenure and overconfidence of the CEO had
a positive and significant effect on the value of the company; no
significant relationship was discovered between age and
management knowledge with company value. The results of this
research demonstrated that there is a direct relationship between the
tenure of the chairman of the board of directors and the CEO of the
company with added economic value and the wealth created for the
shareholders, and strong corporate governance strengthens the
effect of the individual characteristics of the CEO on the value of the
company. In addition, the secondary findings of this research showed
that company value had an inverse relationship with company size
and a direct and significant relationship with sales growth and
leverage ratio. No significant relationship was found between the
dual role of the CEO and the chairman of the board of directors.
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EXTENDED ABSTRACT

Introduction

Renewal of financial statements is a factor that can put the reliability of published
financial information in an aura of uncertainty. In the theoretical concepts of financial
reporting, the purpose of preparing financial statements, as the main core of financial
reporting, is defined as follows: "It is to provide summarized and classified information
about the status, performance and financial flexibility of the business entity, which is
useful for a wide range of users of financial statements". The main qualitative
characteristics related to information content are "relevance" and "reliability", so if
financial information is not relevant and reliable, it will not be useful. If there is a
significant mistake in the financial statements of the previous financial period/s and if
the accounting procedures change in the current period compared to the previous
financial period/s, resubmission of the financial statements is mandatory. Renewal of
financial statements can indicate the existence of weakness in the accounting and
financial reporting system, the company's internal controls, or the company's
management's attempt to manipulate profits through the use of accounting methods,
not identifying expenses on purpose, or identifying false income. Therefore, in general,
the reaction of users towards this issue is negative. The renewal of financial statements
and the existence of annual adjustments means that the financial statements prepared
by the management of the business unit of the previous period or periods are not
sufficiently reliable.

Financial statements are a tool for disseminating relevant and useful information to all
stakeholders. It is important to publish appropriate and correct financial statements by
management because investors rely on these statements when evaluating future cash
flows and other conditions. However, the discovery of the scandals of large companies
such as Enron and WorldCom shows that the published financial statements do not
necessarily provide a true and fair view of the companies. Financial restatement refers
to the process of reviewing and correcting errors in previously published financial
statements that are not prepared in accordance with accepted accounting principles.
Many well-known public companies in the world have re-presented their financial
statements, which has resulted in the removal of millions of dollars of previously
reported profits. Because of these events, there have been concerns about the credibility
and reliability of companies' financial disclosures. In the United States alone,
approximately 2,705 financial statement restatements were reported between 1997
and 2006 (GAO, 2002). The increase in the number of financial statement renewals has
attracted the attention of stakeholders, particularly investors, as well as researchers
and the general public.

The purpose of updating financial statements is to protect the interests of stakeholders
by providing relevant information to users and managers may use this tool for profit-
seeking purposes and manipulating financial statements. Managers' characteristics
such as age, work and education records can be effective in reducing the occurrence of
re-presentation of financial statements. As a result, managers should act more actively
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in fulfilling their duties and responsibilities. Managers are also responsible for
encouraging their subordinates to behave ethically (Hambrick and Mason, 1984).

Methodology

In this regard, the data of 100 companies admitted to the Tehran Stock Exchange for the
period 2015-2016 was examined. To check the significance of the hypothesis test, the
ordinary square regression method was used.

Results and Discussion

The results showed that among the personal characteristics of the CEO including age,
tenure and knowledge of the CEQ, only tenure and overconfidence of the CEO had a
positive and significant effect on the value of the company; and no significant
relationship was found between age and management knowledge with company value.
The results of this research showed that there is a direct relationship between the
tenure of the chairman of the board of directors and the CEO of the company with the
financial restatement, and strong corporate governance strengthens the effect of the
individual characteristics of the CEO on the financial restatement. Furthermore, the
secondary findings of this research showed that financial restatement has an inverse
relationship with company size and has a direct and significant relationship with sales
growth and leverage ratio. No significant relationship was found between the dual role
of the CEO and the chairman of the board of directors.

Conclusions

With the separation of ownership and management, the managers manage the company
as the representatives of the shareholders. With the formation of agency relationships,
a conflict of interest is created between managers and shareholders and other
stakeholders, and managers can take actions that are in their interests and necessarily
in the interests of shareholders and stakeholders. The main assumption concerning
corporate governance is based on the concept that due to the conflict of interests
between managers and investors, there is a need for a support mechanism for investors
before managers. According to the findings of the research on the effect of the personal
characteristics of the CEO on the occurrence and intensity of revaluation, which is one
of the indicators of the quality of financial reporting, as well as the moderating role of
corporate governance on this effect, it is recommended that companies pay greater
attention to selecting and appointing CEOs and monitor the performance of financial
reporting.
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