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Abstract

The purpose of this study is to present a model for restatement of financial statements using corporate social
responsibility disclosure. In this study, the principal component factor analysis method was used to model the
restatement of financial statements. The statistical population of the research in the qualitative section is 18 experts and
the quantitative section includes 105 companies listed on the Tehran Stock Exchange, which were selected as the
research sample using the systematic elimination method between 2012 and 2023. Logistic regression models were
used to investigate the research question. The results showed that accounting disclosure quality and information
asymmetry have a negative effect and financial crisis has a positive effect on financial statement restatement.
However, the variables of social responsibility disclosure quality, environmental, social and governance reporting
rating, accounting information quality, political connections and stakeholder influence do not have a significant effect
on financial statement restatement. Consequently, Participation in corporate social responsibility activities can be used
as an effective strategy to protect against adverse market outcomes when negative events occur. Policymakers,
regulators and government agencies should be more responsible for holding companies more accountable for their
disclosed corporate social responsibility information.

Keywords: Financial Statement Restatement, Corporate Social Responsibility Disclosure, Accounting
Disclosure Quality.

Introduction

Corporate social responsibility (CSR) has attracted increasing attention from market participants, regulators, and the
press in recent years. The trend toward increased engagement in CSR practices has largely stemmed from the needs of
various stakeholders for more information about a company’s social and environmental practices and its interactions
with local communities. The unprecedented growth in the acceptance of CSR has increased the need for academics to
understand the role of CSR information in corporate valuation, investment, and performance. Although investors
increasingly incorporate CSR information into their investment decisions, a large body of empirical literature aimed at
measuring the value relevance of CSR practices has found largely inconclusive evidence. Despite this diverse
evidence, previous research has not considered the possibilities of this relationship. Therefore, given the above, and
given the importance and necessity of financial statement restatement for companies and other stakeholders, this
study seeks to answer the question of what is the model of financial statement restatement using CSR disclosure.
Few studies have examined how effectively various corrective measures affect stakeholders’ perceptions of
management and firms. Among the studies that examine the effectiveness of corrective measures, most have
focused on measures related to corporate governance, such as increasing board independence, senior
management turnover, changes in reward or internal control systems, and corporate restructuring.

* Corresponding author

Rezaei, M., Forouzandeh, J., Zivdar, Z. (2025). Presenting a Model for Restatement of Financial Statements
Using the Perspective of Corporate Social Responsibility Disclosure. Quarterly Financial Accounting, 17(66):
94-116.


mailto:malek.rezai@iau.ac.ir
mailto:javadforouzandeh@iau.ac.ir
mailto:z.zivdar@iau.ir
https://qfaj.mobarakeh.iau.ir/article-1-2905-en.html

[ Downloaded from gfaj.mobarakeh.iau.ir on 2026-10-02 ]

Limited studies have examined CSR disclosure as a corrective measure in the context of restatement (e.g.,
Chakravarty et al., 2014). It is important to improve our understanding of the effectiveness of other corrective
measures, including CSR disclosure. Little empirical evidence has been conducted on whether CSR disclosure
can similarly address adverse events that are within management’s control, e.g., endogenous shocks. This gap in
the literature can be filled by focusing on the effect of CSR disclosure on reducing negative reactions resulting
from an endogenous shock event, i.e., financial statement restatement. The reputation risk management theory
states that corporate social responsibility reporting is both the outcome and part of the reputation risk
management process. Corporate social responsibility disclosure first affects corporate reputation and then affects
corporate financial performance, suggesting that corporate reputation mediates the relationship between
corporate social responsibility disclosure and corporate performance. Corporate social responsibility activities
help companies gain various benefits such as increased reputation and investor trust. To the extent that corporate
social responsibility disclosure can help build corporate reputation, investors’ negative reactions to restatements
can be reduced when they are exposed to corporate social responsibility disclosures. Therefore, corporate social
responsibility disclosure can be expected to reduce the impact of financial statement restatements on investors’
negative reactions.

Method and Data

In this study, first, using the analysis of previous research, all relevant variables (influential and non-influential
on the research model) were collected and categorized for modeling. Next, using the statistical population of the
qualitative part of the research, experts were 18 people from among the faculty members of the university's
accounting department, managers or members of the assigned committees of regulatory organizations (audit
organization, stock exchange organization), financial managers of companies listed on the stock exchange, and
university professors in the field of accounting and finance, using the fuzzy Delphi method, the variables were
categorized and prioritized. Then, using a quantitative statistical population of 105 companies listed on the
Tehran Stock Exchange and selected as a research sample using the systematic elimination method in the period
from 2012 to 2023, the research model was implemented with Tehran Stock Exchange data. For this modeling of
financial statement presentation, the principal component factor analysis method was used, and logistic
regression models were used to examine the question.

Findings

The results of the study showed that the variables of accounting disclosure quality and information asymmetry
have a negative effect and the variable of financial crisis has a positive effect on the restatement of financial
statements. However, the variables of social responsibility disclosure quality, environmental, social and
governance reporting ranking, accounting information quality, political communication and stakeholder
influence do not have a significant effect on the restatement of financial statements.

Conclusion and Discussion

Engaging in CSR activities can be used as an effective strategy to protect against adverse market outcomes when
negative events occur. Policymakers, regulators, and government agencies should be more sensitive to better
accountability of companies for disclosed CSR information (in terms of quantity and quality of disclosure).
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