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Abstract

Measuring firm performance is one of the most critical financial concerns for companies. Implementing a
comprehensive risk management and control system can significantly improve managerial effectiveness,
enhance value creation, and support strategic decision-making. Furthermore, high-quality audits—through
effective risk assessment—can assist firms in developing appropriate risk management strategies, thereby
improving overall performance. This study examines the impact of audit quality on the relationship between risk
management and firm performance in the Tehran Stock Exchange. The analysis is based on 141 listed firms over
the period 2014 to 2022, comprising 1269 firm-year observations. Firm performance is evaluated using two key
indicators: firm value (Tobin's Q) and profitability (ROA). The findings, derived from multiple regression
analysis, reveal that risk management has a significant positive effect on both firm value and profitability.
Moreover, audit quality exhibits a moderating role: financial statement restatements weaken the relationship
between risk management and firm performance, whereas audit fees strengthen it. These results confirm both
hypotheses of the study and highlight the dual role of audit quality in influencing corporate performance through
effective risk.
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Introduction

Evaluating company performance is crucial for shareholders, managers, and creditors to make informed
economic decisions, allocate resources efficiently, and maximize shareholder wealth. Failure to assess
performance can lead to inefficient resource allocation and losses for shareholders. In today’s complex business
environment, effective risk management, as a vital component of control systems, plays a key role in enhancing
company performance. It not only mitigates losses but also identifies growth opportunities. Research findings
indicate that a risk management system improves a company’s performance and value creation. Additionally,
high-quality auditing enhances financial transparency and risk management, positively impacting the
relationship between risk management and company performance. Audited financial statements provide reliable
information for investors, creating economic value. This study aims to investigate the impact of audit quality on
the relationship between risk management and company performance.
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Method and Data

This study is applied and experimental in nature, as its results directly assist investors in the stock market.
Methodologically, it is descriptive-correlational and employs regression analysis to examine the relationships
between variables. It is also retrospective since the data used are from past periods. The reasoning approach is
inductive, and the research falls within the domain of positive studies. The statistical population includes
companies listed on the Tehran Stock Exchange from 2014 to 2022, and the sample was selected through a
screening method. Based on criteria such as excluding banks, leasing, holding, and investment companies,
maintaining a consistent fiscal year, continuous listing on the stock exchange, and availability of complete
financial statements, a final sample of 141 companies was selected.

Findings

The findings of this study indicate that effective risk management positively contributes to both aspects of firm
performance: firm value and profitability. Additionally, when audit quality is considered based on audit fees, it
appears to enhance this positive relationship. Conversely, when audit quality is assessed through financial
restatements, it tends to weaken the effect of risk management on firm performance. Overall, the study confirms
the moderating role of audit quality and underscores the importance of appropriate risk control mechanisms in
improving organizational outcomes.

Conclusion and discussion

This study investigates the effect of audit quality on the relationship between risk management and firm
performance. The results of the first hypothesis show that risk management has a positive and significant impact
on firm performance, both in terms of market value (Tobin's Q) and profitability. Effective risk management
enhances firm performance through better resource allocation, informed strategic decisions, and increased
investor trust. The second hypothesis suggests that high-quality auditing strengthens the relationship between
risk management and firm performance, while financial restatements weaken it by signaling audit process issues
and reducing stakeholder trust. Finally, the results of Hypothesis 2-2 show that higher audit fees can enhance this
relationship, possibly because higher-paid auditors deliver more thorough and reliable audits.
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