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Abstract

In this research, we investigate the relationship between the auditor industry range,
the extent to which an auditor has experience in auditing clients from different
industries, and the auditor's professional skepticism. Using the data from 211 firms
listed on the Tehran Stock Exchange, during the period from 1389 to 1400 (1,785 firm-
year observations), the results show that auditors with a wide range of industry
experiences are more likely to require their clients to adjust misstatements in their
financial statements due to distortions and mistakes. In particular, this relationship is
stronger for downward audit adjustments as well as for higher magnitude of audit
adjustments. Also, a higher auditor industry range is negatively associated with the
likelihood that the financial statements will be restated in the next period. Finally,
financial statements audited by these auditors, have less discretionary accruals.
Overall, findings suggest that an auditor’s diverse experiences in different industries
can facilitate the development of professional skepticism.
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