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Abstract

This research examines how Client Size influences Audit Report Lag in selected Nigerian Money
Deposit Banks, aiming to improve understanding of audit efficiency and timeliness in financial
reporting within the banking sector. Prompt financial reports are crucial for %iceholder
decision-making and market efficiency, while delays known as Audit Report impact
market value, investor confidence, and regulatory compliance. Q
Using a quantitative approach, the study analyzed secondary data from an u@yorts of four
commercial banks over 21 years (2001-2021). The study population isgo lected Deposit
money banks, which are used as the case study. Currently, there a ty two commercial
banks in Nigeria. Out of which some selected banks are used as ca , which is about 18%
of the population It focused on whether client size, measured by l%lors like total assets and
turnover, affects the time between fiscal year-end and audit re ssuance.

The analysis, conducted through multiple regression, ass e effects of client size, board
size, audit committee effectiveness, and auditor type on Au eport Lag. Results indicated that
larger clients generally have shorter Audit Report La gesting that larger entities push for
quicker audit completions to meet investor and re@y demands. This research adds to the
literature on audit practices in emerging markets. ’b

Keywords: Audit report lag, Client size, au l>bo mittee.
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Chapter One

Introduction
1.1 Background to the Study
Audits are conducted independently, either by employees within the company's audit department
or by external certified public accountants (CPAs) or certified accountants (CAs). In the former
scenario, the auditors prioritize the impact of their decisions on the activiti Qu internal
controls of the organization. Within the latter scenario, a meticulous and u% examination

of the company's financial statements and internal control is cond@l o determine if the

financial statement being given accurately represents the comp@'s%ncial status.

Q
Fundamentally, an external audit determines if the @s financial records system conforms
to the internationally recognized accounting star% ; and if any detected inaccuracies in the
records, if present, are simply recordin }s\&es or indications of misappropriation and/or
.

fraudulent actions by the company's @\oyees. In essence, it guarantees the dependability and
precision of the financial ﬁgu@ t are being presented. External audit reports, which are
created annually as a stam@ldit of a firm, offer stakeholders essential information to support
their policy decisi @ to evaluate the effectiveness of the organization. Thus, the need of
external audit@o s cannot be overstated, since poor quality audits can be deceptive and lead to
investQ/@ocating of resources.

Furthermore, an audit is highly regarded as a method of enhancing the financial information
utilized by managers in the process of making decisions. An auditor can enhance the quality of
the input data by identifying inaccuracies and by promoting greater diligence among employees

in record preparation. Greater precision of data will enhance internal decision-making. The
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utilization of more precise data from external sources for credit and investment research, labour
negotiations, or regulatory choices will enhance the effectiveness of managers. At the conclusion
of a financial accounting year, the management of a corporate entity is required to compile its
financial statements, a practice known as stewardship accounting, for sharing with stakeholders.
Consequently, these financial statements undergo an external audit conducted by a certified
auditor who performs an Audit procedure and provides their assessment on t ch cy and
impartiality of the submitted financial statements. Nevertheless, this entire&r& dure requires
several days or even months from the moment management compﬂ@&eﬁnancial statements

until the audit occurs. Audit report lag refers to the duration beﬁee the preparation of financial

statements and the signing of the audit report. Q
Financial statements are compiled by directors a sued with a date at the conclusion of the

fiscal year. Nevertheless, the public release™ of these financial statements hinges on the
.
certification of independent auditor’{@or to finalising a report on the financial accounts,
auditors or audit firms thoroug@gﬁtinise the books and undertake other essential procedures.
An audit report lag is thés@%terval between the conclusion of the financial year and the date
when the audit recb/@suedl. An audit report lag is defined by a researcher as the time span
between the c@ng date of the balance sheet and the date the audit report is signed?. This refers
to ho lo@akes for the audit report to be finalized. Audit report lag highlights a key attribute
of accounting information, which is timeliness. Another author noted that the timely release of a
company’s financial information heavily depends on the time taken to complete the audit since
financial statements cannot be issued until the audit is finished®. It is important to remember that

accounting information is only useful when it is timely. In other words, if the reports cannot

19



assist users in making decisions, they lose their relevance. Ideally, companies should aim to
reduce audit lag to improve market efficiency®. One scholar reported that shorter audit report lags

enhance the value derived from audited annual reports®.

Consequently, companies may place pressure on their independent auditors to complete the audit

as quickly as possible?, though this may also be for other purposes such as ta Qﬁlion& A

scholar expressed concern that extended audit report lags could result in information asymmetry

and increase uncertainty in investment decisions®. On the other @&uditors might not

prioritize shortening the audit report lag, as they aim to uphold Qf 1onalism and due diligence
O

to mitigate litigation risks. A researcher pointed out that often prefer to allocate more

time and effort to avoid such risks, which could pro lgng@udit report lag.

O

Excessive delays in audit reports can com %se the quality of financial statements. When the
.
auditor’s opinion on the accuracy an{@ness of financial statements is not disclosed promptly,
it can worsen information asy@ within the firm and diminish investor confidence. The
demand for high-quality@% financial reporting has grown globally, driven by increasing
globalization in n@ and capital markets’. In certain countries, regulations have been
G

introduced to@

Exchang mission (US SEC) mandates that annual audited financial statements must be

te the timeliness of financial reports. For instance, the US Securities and

released within 90 days of the fiscal year-end, while quarterly reports must be prepared within 45

days. In the UK, regulations set different deadlines based on market capitalization. Companies

with a market value below $75 million are required to file within 90 days, those between $75

20



million and $700 million within 75 days, and firms with over $700 million in market value must

file within 60 days of the fiscal year’s close.

In Turkey, the filing requirement is 70 days. In Nigeria, public companies are mandated by the
Companies and Allied Matters Act of 2004 (CAMA, 2004) to present audited annual financial
statements to shareholders no later than 180 days (6 months) after the ﬁsca@e ds®. All

client size. A

companies should strive to reduce audit lag to improve both market efﬁcien@

shorter interval between the fiscal year-end and the release of @statements leads to

Thus, providing timely information is a critical g@ delivering value-relevant financial

greater benefits from audited annual reports'®.

reports. The relevance of accounting informat'&ng% y depends on its availability when needed

for decision-making. Timeliness, like mate '}ﬁy, influences various qualitative factors, such as
.

faithful representation and reliabilityxﬁgsh are essential for decision-making. Information must

reach decision-makers before® &%s its capacity to influence their choices. The sooner the

relevant information is r@%ﬂable to users the more its capacity to influence decisions. Lack

of timeliness can :e@ e information of its usefulness. It is on this basis that the timeliness of
0

the financial 6
excell@y and requirement of audit reports'’.

(and by implication, audit report timeliness) has been recognized as an

1.2 Statement of Problem
Delays in financial reporting can send negative signals to the market and impact a company's

market value adversely'>. When financial reports are delayed, market participants may suspect
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that the company is hiding unfavorable information, potentially leading to a drop in its share
price. Since companies cannot publish financial statements until they have been properly audited,
audit delays can result in delayed reporting, which may trigger regulatory sanctions. In ideal
markets, capital structure should not impact a firm’s value or investment decisions. However,
real-world conditions deviate from this, as firms incur taxes, transaction costs, and face
information asymmetries, all of which can influence firm value. Developing nati QﬁNigeria

often experience market imperfections, where high debt finance costs and 'tax SHields on debt

O

Companies strive to attract investors, who are drawn to @ market news about the firm.

impact the cost of capital and investor returns®.

Announcing strong earnings projects a positive im. v@e company, encouraging investment

and increasing the value of the firm's shares. The f a company, typically measured by total

assets, also plays a crucial role. Firms with larger assets and robust cash flow are generally more
o 5\'

profitable and stable, fostering con%%he among stakeholders, which in turn enhances the

company’s market position'. P@&h by another scholar indicated that the volume of assets can

reflect a firm's wealth'*. QQ

The size of a gompany also correlates with audit report lag; larger firms typically have better
internal c@ systems and attract closer monitoring from stakeholders'>. However, researchers
have noted that audit report lag can be influenced by the size of the company'*. This relationship
was further supported by research conducted by other scholars'®-?°, who expanded on this finding

in their work?°,
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1.3 Aim and Objectives
The aim of the study was to investigate the effect of Client Size Determinants on Audit report lag
using some Deposit Money Banks as case study. Specifically, the study was to:
1. investigate the relationship between Board size and audit report lag.

2. examine the effect of the audit committee on audit report lag.

3. evaluate the effect of Board meetings on audit report lag.

R

4. examine the effect of Auditors Type on audit report lag. ’\< O
14 Research Questions &
The following research questions guided the study: Q

1. What extent does Board size affect audit report lag? Q
2. What extent does the audit committee affect aud@ lag?
3. What extent does board meetings affect apfdi rt lag?

4. What extent does Auditor type affect&' report lag?
5\

S

S

The following hypothese&@; be tested in the study:

1.5 Hypotheses

Hy1: Board size <oe®igniﬁcantly affect audit report lag.
Ho2: Audit&ittee’s size does not significantly affect audit report lag.
Hy3: Board meetings have no effect on audit report lag.

Ho4: Auditors Type does not play a role in audit report lag.
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1.6 Scope of the Study

The geographical location covered by this study is some Deposit Money Banks. However, the
population of the study would be all twenty-two commercial banks operating currently in Nigeria.
The scope of this study is on the effect of Client size determinants between audit report lag and
client size using some selected Deposit Money Banks as case study. The study will\cover the
period from 2001 to 2021 twenty (21) years. The study will make use of SGCL ta that will

be extracted from the annual reports of these Banks and the Variab1Q1 e used for the

analysis of the study. %Q
1.7  Significance of the Study QQ

The findings of this study will be significant in the f@ng ways:

O

Investors: Emerging markets often face che@s such as limited access to information and
extended audit report lags. In today's v@x ere modern technology and business practices are
rapidly evolving, timely financi %Eorting has become crucial. Gaining insights into the
variations in audit report%%o\@ng listed companies in Nigeria can help investors make timely
adjustments to their@tment strategies, select the most suitable markets, and enhance their

confidence in%e(egﬂrities market

Resea@ and Academicians: The findings of this study will extend the literature on the
knowledge of relevance of client size on audit report lag in Nigeria in Guaranteed Trust Bank
which has not been done before. This work will encourage other researchers and academicians to

exploit this area.
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Regulators: This study is critical because regulators of the capital markets are usually involved
in the formulation of policies that enhance market efficiencies, recently, they have focused on the
role and responsibilities of audit committees in improving financial reporting including its
timeliness.

Establishing the relevance of audit report lag to investors will help the regulator&ustify the

S

Auditors: Knowledge of the effect of client size on audit report lag is&e 0 provide more

resources spent in implementing policies and regulations within the country.

insights into audit efficiency. The findings of this study should he Qitors understand how
client size influences their audit timelines in Nigeria. The fin. from this study would assist
Nigerian banks in enhancing their financial reporting to @imely audit reports and financial
transparency in the banking sector. 6’6

1.8  Limitation of the Study Q’\c?
The study focused on a @)Sit Money Banks as case studies, even though there are more
than twenty comm@rg&nd community banks in the country. This selective sampling may have
introduced bi igta}w results. The researcher chose certain Deposit Money Banks from the

banking s@ which may not adequately represent all businesses. As a result, the ability to

generalé(the findings may be limited, making the outcome specific to the selected case study.

Measurement Issues: Different studies may use varying methods to estimate client size and audit
report lag. For instance, client size can be measured by total assets, revenue, or market

capitalization, and each proxy may yield different findings. Audit report lag, commonly
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measured by the number of days between the fiscal year-end and the date the audit report is
submitted, can also vary. These measurement inconsistencies may affect the reliability and

comparability of results. Therefore, the findings should be interpreted with caution.

Time Period Considerations: Over time, changes in regulations, technology, or auditing
standards may alter the relationship between client size and audit report lag. It is &%)rtant to
consider the time frame of the study and whether its conclusions are st'l@gan‘[ today.

Outdated data may not accurately reflect the current relationship betweén cliefit size and audit

report lag. %Q

Cross-Country Differences: Studies that explore the connécti etween client size and audit
report lag often focus on specific countries or re%% However, auditing practices and
regulations can vary across different jurisdictiomsb ich may limit the generalizability of the

findings. Researchers should exercise cauti \h;n applying results across countries.

Further studies can look at this a@g? increasing the number of commercial banks that will

reflect the real situation. QQ\A
1.9 Opera@alization of the Research Variables

OperaMization of the research variables is guided by the theoretical framework of Quasi-
judicial theory and a sample model was set to achieve the set objective of the effect of audit

report lag and client size determinants. The model is given below: Y=yl1,y2,y3.

arl= o+ ¢ + », + 5 + 4, + 5 + 1)
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Where: arl = Audit Report Lag
bs = Board Size
ac = Audit Committee
bm = Board meeting
eat = External Auditor type
cs = Client size Q\
In the same vein, factors affecting the Client size were measured @te following

indicators: ¢s,= T+ TA +P

Where ¢s = Client size %

T'= Turnover Q :

Ta = Total Assets 6’§
P = Profitability ’b
N\

Audit report lag is the regress and whilé\% t size is the regressor other determinants of audit
report lag are incorporated into the@’s:%nship and these variables include audit committee size,

board size, board meetings a@mal auditors’ type.

N

1.10 Operational\&ition of Terms

The terms u@ this study will be operationally defined as follows:

Q

Audit Report Lag: Audit report lag refers to the number of days an auditor takes to complete
the audit of a company's financial statements after the closing of the company's books. It is
commonly defined as the period between the company’s fiscal year-end and the date the audit
report is issued. This lag is significant for audit firms, companies, and investors as it influences
their decision-making processes. In other words, audit report lag is the time between the end of a
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firm’s financial year and when the external auditors submit the audited financial statements to
the company. It reflects the duration auditors spend reviewing the financial statements prepared

by the company’s management.

Another author describes audit report lag as the period between the accounting year-end, the
preparation of financial statements, and the issuance of the audit report. This term refers to
the elapsed time between the close of a fiscal year and the completion of au work. The
conclusion of the audit fieldwork typically marks the end of the substa@zgxﬁdit procedures,

when the auditor leaves the client's premises. This is also usually@ the auditor signs the

audit report Q

Client Size: The phrase "client size" in the context of atiditing refers to the size and complexity
of a company that hires an external auditor. It is cial factor for auditing firms to take into
account when determining the tools, kno @ and strategy needed to carry out an audit
engagement successfully. The orgar{.@’ﬁmvenue, assets, activities, sector, and geographic

reach are just a few examples ow&any variables that make up client size. When deciding the

breadth and depth of th@g operations to be carried out, this definition of client size is

quite important. &
&

The size of ﬂséientele can be evaluated using a variety of quantitative and qualitative metrics.
The fd&&ﬁg are some of the major elements that affect client size: Several quantitative and
qualitative criteria can be used to determine client size. Client size is influenced by some

important aspects, such as:
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Revenue: A company's annual revenue is sometimes seen as the primary indicator of its size.
Large multinational corporations with billions of dollars in revenue will generally have more

complex operations and financial reporting requirements compared to smaller organizations.

Total assets: The value of an organization's assets provides another measure of its size. This

includes tangible assets such as property, plant, and equipment, as well as intangible_assets like

O

Number of employees: The workforce size can be an important factor@ﬁ&cssing client size, as

intellectual property, patents, and trademarks.

it indicates the organization's operational scale and complexity. %

Geographical presence: The extent of an organization'sgations, including the number of

N

locations and countries in which it operates, can in@ ¢ client size. Multinational companies

with operations in multiple jurisdictions @ace additional regulatory and reporting

complexities. . s&
Industry and regulatory requ.ir@ The nature of the industry in which an organization
operates can impact its %Qertain industries, such as financial services or healthcare, are

subject to specific l;eg&)ry frameworks, resulting in more complex audit requirements.

C

Complexity @perations: The complexity of an organization's operations, including the
numbe@nsiness units, subsidiaries, and joint ventures, can affect the client size. Companies
with diverse business lines or complex ownership structures may require a more extensive audit

effort.

Financial reporting framework: The financial reporting requirements applicable to an

organization can also influence client size. For instance, organizations that follow international
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financial reporting standards (IFRS) may have different complexities compared to those using

generally accepted accounting principles (GAAP).

When evaluating client size, auditing firms consider these factors and conduct a risk assessment
to determine the appropriate audit strategy. Larger clients with higher complexity generally
require a greater level of expertise, specialized skills, and more extensive audit proe&res. The
audit team may need to allocate more resources, including personnel, time, cjgghnology, to

adequately address the risks associated with larger clients. &

It's worth noting that client size is not the sole determinant of a%eport lag or the level of
inherent risk within an organization. Other factors, SUQ e client's internal controls,

management integrity, and the auditor's professional,'a@s‘nent, also play significant roles in

®%

In conclusion, client size in relatimy&auditing refers to the scale, complexity, and

shaping the audit process.

characteristics of an organizationéét%ngage external auditors. Assessing client size helps
auditing firms tailor their ap %, allocate appropriate resources, and perform comprehensive

audit procedures to ens & accuracy and reliability of the financial statements.

D"
Audit Com 'tt&}ze: The size of the audit committee and how it relates to the auditing
process ar@ﬁbclal components of corporate governance. The board of directors' audit committee,
which is'# division of the board, is tasked with monitoring the organization's financial reporting,
internal controls, and external auditing activities. The audit committee's size should be taken into

account because it may affect its efficacy, efficiency, and capacity to carry out its duties.
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The ideal size of an audit committee varies depending on a number of variables, including the
size, complexity, sector, and legal requirements of the organization. Although there isn't a set
size for audit committees, many corporate governance best practices and recommendations

recommend at least three members. Larger firms with more intricate operations, however, might

S\

The following points highlight the key aspects of audit committee size in relatio@‘mditing:

gain from having larger audit committees with more members.

Expertise and Skills: The composition of the audit committee shoulg“mchude individuals with
diverse backgrounds, expertise, and skills relevant to the organiﬁ%ﬁs industry and financial
reporting. For example, members with financial, accountin anagement, or legal expertise
can bring valuable insights to the audit process. The si;SQsthe audit committee should be large

enough to accommodate a range of expertise an ectives necessary to effectively fulfill its
oversight responsibilities. \:
Q)

Workload and Responsibilities: Th%@\load and responsibilities of the audit committee can be
significant. The committee @nsible for overseeing the external audit process, reviewing
financial statements, &ng internal controls, monitoring compliance with legal and
regulatory requiré%&!’%

can distributi workload among its members more effectively, allowing for better coverage of

nd addressing risk management concerns. A larger audit committee

the orgs{gﬁon's activities and increased attention to detail.

Independence and Objectivity: Audit committees are expected to be independent and objective in
their decision-making and oversight functions. A larger committee can provide a greater level of

independence, as it reduces the likelihood of undue influence or dominance by a single or small
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group of individuals. A diverse and larger committee can promote a broader range of

perspectives, reducing the potential for conflicts of interest and enhancing objectivity.

Availability and Attendance: The members of the audit committee must be able to devote
sufficient time and attention to fulfill their responsibilities effectively. The size of the audit
committee should be such that it allows for regular attendance at meetings%i active
participation in discussions. A smaller committee may face challenges i@ bers have

conflicting commitments or limited availability, potentially impacting quatity and depth of

their contributions. &

Qo and decision-making are vital

Communication and Decision-Making: Effective communi

for audit committee functioning. A larger commi@‘ay provide a platform for more

comprehensive discussions, diverse viewpoints, a ust decision-making processes. However,

it is important to strike a balance to av@%ssive bureaucracy or difficulties in reaching
e

°
consensus. Efficient communication (hg\b‘f and well-defined roles and responsibilities are

crucial irrespective of the audit @ttee's size.

Flexibility and Adapt 1t&.QThe audit committee should be able to adapt to changing
circumstances, e@ gulatory requirements, and emerging risks. A larger committee can
offer greater ibility in addressing unexpected challenges or conducting special investigations
when \@d. It enables the committee to allocate specific tasks or responsibilities to

subcommittees or individual members, allowing for more focused attention and expertise in

certain areas.

While a larger audit committee may have its advantages, it is important to consider potential
drawbacks as well. For example, larger committees may face challenges in terms of coordination,
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decision-making speed, and fostering effective communication among members. Moreover, the
size of the audit committee should be practical and manageable, ensuring that the committee can

function efficiently without becoming unwieldy or hindering effective oversight.

In conclusion, the size of the audit committee is an important consideration in relation to auditing.
The optimal size depends on various factors, including the organization's size,.c&plexity,
industry, and regulatory requirements. A well-composed audit committee, whet @’ all or large,
should possess the necessary expertise, independence, and availability t@e ively oversee the
financial reporting process, internal controls, and external audit 1 The key is to strike a
balance that enables the committee to fulfill its responsibiliti@igently and provide effective

oversight in the best interests of the organization and its s@lders.

O

Board Size: Board size refers to the total numbe rectors on the board which is inclusive of
the CEO and Chairman for each accountin %@This will include outside directors, executive
directors and non-executive directorsé_}%ner board of directors can ensure that more non-
executive directors can better s%%&e managers, while a larger board of directors will include
more professionals fror@nt fields. High quality boards from different backgrounds can
make better decisio \’f%the Board. The operationalization of Board size refers to the effective
administratior%lg-‘fmplementation of the board's membership structure. Making strategic
judgment%%ht the ideal number of directors is necessary to enable efficient governance and

decision\ﬂaking. When operationalizing board size, the following factors should be taken into

account:

The board should be made up of directors with a variety of backgrounds, abilities, and expertise

related to the business's sector, operations, and long-term goals. Assessing the competence
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needed to effectively oversee and guide the firm is crucial when deciding the size of the board.
While a smaller board might place more emphasis on specialized knowledge and skills, a larger

board might offer a wider spectrum of expertise.

Effectiveness of the Board: The ideal board size should be determined by the demands of the
organization and the effectiveness of the board. Greater diversity of viewpoints and.Qaeriences
can be provided by larger boards, which can improve governance and decision-t @ g. However,
collaboration, communication, and reaching consensus can be difficult fo({r;ﬂnoards. Smaller
boards might be more flexible and effective in their decision-mal%@ they might also have

limitations in terms of perspective diversity and depth. Q

Q

Board dynamics and engagement: The size of the boa%’@h‘t affect how dynamic and involved
the directors are. To guarantee that all members a(b ectively engaged, larger boards may need
more formal communication channels a (N\Qre established processes. A closer working
connection may be fostered by s@oards by encouraging more casual and direct

communication among the dir@. Finding a balance that enables efficient cooperation,

involvement, and contribi@ m all directors is crucial.

Time Commitm n.t\@Board Capacity: Board size should take into account the time
commitmen ired of directors as well as the board's ability to successfully carry out its duties.
A big gdrd might put more demands on the directors' time, which might make it harder for
them to give their jobs the attention they need. On the other hand, a smaller board might be
constrained by the distribution of work and the availability of expertise. Regular board
evaluations and assessments can aid in determining the ideal size based on the demands of the

organization and the capacity of the directors.
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Board Committees: The creation and operation of board committees can be impacted by the size
of the board. In particular areas of board monitoring, committees such as the audit, remuneration,
and governance committees play crucial responsibilities. The board's size should permit the
creation of efficient committees with the right representation and experience. While bigger
boards may profit from diversified committee memberships, smaller boards may find it difficult

S

Company Size and Complexity: The ideal board size may depend on th@%egr{d complexity of

to create various committees.

the organization. Larger boards may be necessary for larger firms ose with complicated
operations to effectively address the spectrum of problems the@:ounter. A smaller board may
be more effective and economical for smaller businesses,.Choésing the right board size requires
taking the company's present and future demands i\%’boun‘a Board Committees: The creation
and operation of board committees can be i@@by the size of the board. In particular areas
of board monitoring, committees suche @ audit, remuneration, and governance committees
play crucial responsibilities. The b@dc?size should permit the creation of efficient committees
with the right representati n@xperience. Multiple committee formation may be limited for
smaller boards, but lz@ds may benefit from diverse committee memberships.
.

Regulation an% \rate Governance standards: Regulation and corporate governance standards
may offezqégestions or requirements for board size. While keeping in mind the particular

requirekﬁts and circumstances of the company, it is crucial to adhere to applicable laws and

governance best practices.

In order to operationalize board size, one must take into account the makeup, level of knowledge,

efficiency, dynamics, and capacity of the board in relation to the requirements of the company. It
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necessitates a careful evaluation of elements like the availability of knowledge, the decision-
making procedures, employee involvement, workload, and the size and complexity of the firm.
Finding the ideal balance makes it possible for the board to successfully carry out its oversight

duties and make a positive contribution to the development of the business.

Board Meetings: A board meeting is a meeting of the board of directors that sets thgklicy and
strategic direction for a corporation, publicly-traded company, government bo non-profit.
Firms whose boards meet regularly have lower cost of equity and low: ikg'ﬂ(ood of earnings
management. A board meeting in the banking sector can also be defi Q a crucial event where
the top-level executives and directors gather to discuss and mec1si0ns on important matters
that impact the bank's overall strategy, performance, Q&ovemance. These meetings are

typically held regularly, often quarterly, and play a l@e in shaping the direction of the bank.

The term "board meetings" could also be r§r§ to as the official sessions of a company's board
of directors, during which signif@ decisions, talks, and deliberations affecting the
organizational strategy, govern %nd management are made. Board meetings provide a vital

forum for board membﬂ@rry out their fiduciary responsibilities, exercise their decision-

making authority&?nd supervise the management team of the company. Agenda Setting:
b

The agenda f(&

issues fao@e institution. Common agenda items may include financial performance reviews,

king sector board meeting is carefully designed to address the most critical

risk management updates, regulatory compliance updates, strategic initiatives, and reports from

various committees.

Financial Performance Review: A significant portion of the board meeting is dedicated to

reviewing the bank's financial performance. This includes a thorough examination of financial
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statements, profit and loss reports, balance sheets, and key performance indicators. Board
members scrutinize the financial health of the bank, looking for areas of improvement and

potential risks.

Risk Management: Risk management is a paramount concern for banks. Board members discuss
the various risks the bank faces, such as credit risk, market risk, operational risk, a mpliance
risk. The bank's risk mitigation strategies and policies are evaluated, and j@e ts may be

recommended to ensure the institution operates within acceptable risk tolérances.

Regulatory Compliance: Compliance with local and internatio @ations is a critical aspect
of banking operations. Board meetings provide an opportu@o discuss changes in regulations,
updates on compliance efforts, and any legal is ag@ bank may be facing. Compliance

committees often report to the board on their %@ and recommendations.

Strategic Planning: Strategic planningéi\&ke focus of board meetings. Board members discuss
the long-term vision and goalsA@ e bank, considering market trends, competition, and
emerging opportunities. %@y also evaluate the success of current strategic initiatives and

propose adjustments ot niew directions.
[ ]

Technology a@nnovation: Given the quick advancements in technology, board meetings in the
banki SQ:Q often involve discussions on the bank's technology infrastructure, cybersecurity

measures, and digital innovation. The board may explore ways to enhance customer experience,

streamline internal processes, and stay ahead in the ever-evolving digital landscape.

Executive Reports: Senior executives, including the CEO, CFO, and other key leaders, present

reports on their respective areas of responsibility. This could include updates on specific business
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units, marketing strategies, human resources, and other operational aspects. These reports help

the board gain a comprehensive understanding of the bank's overall performance.

Governance and Board Committees: The board oversees the bank's governance structure and the
functioning of various committees, such as audit committees, risk committees, and compensation

committees. Reports from these committees are presented, and any recomm tions for

changes or improvements are discussed. : O

Shareholder and Stakeholder Communication: Communication wi@eholders and other
stakeholders is crucial. The board discusses communicatic@trﬁgies, including financial
reporting, investor relations, and public relations. They% also discuss ways to enhance

transparency and build trust with the bank's stakeho e(bQ

Decision-Making: Throughout the meetin&@ board engages in robust discussions, and
decisions are made based on a conée;\&w r voting process. Important resolutions, policy

changes, and strategic decisions @umented and recorded.

\

Future Planning: The bo@lso looks to the future, anticipating challenges and opportunities.
They may discuséiéec%on planning for key executive positions, leadership development, and

talent acquisit@strategies to ensure the long-term success of the bank.

Q0

Post-Meeting Actions: After the meeting, the decisions and action items are documented in
meeting minutes. These minutes are circulated to all board members and relevant stakeholders.

Follow-up actions are assigned, and progress is monitored until the next board meeting.
The following components go into defining board meetings:
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Purpose: Meetings of the board are called to discuss issues that need their attention and decision-
making authority. Strategic planning, financial results, significant investments, mergers and
acquisitions, CEO appointments, corporate governance, risk management, compliance, and other
items that are crucial to the organization's success might all fall under this category. Board

S\

Schedule & Frequency: Board meetings are normally held on a set schedule, ; r intervals.

meetings are held in order to discuss, consider, and decide on these issues.

Various elements, including the organization's size, sector, compl€xity;*and regulatory
requirements, can affect how frequently the board meets. Boar @gs are typically held
every three months, but certain organizations may hold meeti\@very month, every two years,

or whenever necessary. Usually, the schedule is defined in“ddvance so that the directors and

other parties involved may plan and get ready accor@

O

Notice and Agenda: A formal notice detaili g\h meeting's date, time, place, and agenda is sent
to all directors prior to each board me@%}gs §>rectors can plan accordingly to attend and prepare
for the meeting thanks to the.n%gdtion. The agenda serves as a guide for the discussion by

outlining the themes and@at will be covered throughout the meeting.

[ ]
Quorum: To hol{ a® board meeting, a quorum, or sufficient number of directors, must be
present. Ty@', the bylaws or governing documents of an organization will specify what
consti&@quorum. A quorum's presence guarantees that there are enough directors present to

discuss and decide on behalf of the board.

Voting and Decision-Making: At board meetings, directors can have educated debates and
eventually cast votes on issues that fall under their purview. Each director has one vote, which is
normally how decisions are made. The organization's governance framework may specify
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different processes, such as supermajority voting or majority voting, for the decision-making
process. The board chair or presiding officer frequently oversees the voting procedure and make

sure that the organization's bylaws are followed.

Board meeting minutes, which serve as the formal record of the events, are prepared as part of
the documentation process. The meeting's major discussions, judgments, and isions are
recorded in the minutes. They are essential for accountability, transp and legal
compliance in addition to serving as a historical record. The corporate s Q‘ﬁf the company,

or another designated person, usually drafts the minutes, which ar: Vlewed and approved

by the board at following meetings. Q

Q

Disclosure and Confidentiality: At board meetings, sen'%@and private topics like financial data,
business strategies, and employee issues are freq discussed. Directors have a responsibility
to protect the privacy of such information n abide by any legal or regulatory obligations
relating to the disclosure of s1gnlf®’sf' n-public information. Suitable procedures and

protocols are in place to ensure Q%btectlon of confidential information discussed during board

meetings. QQ

In general, boar< I@S provide crucial venues for directors to carry out their collective
fiduciary re% ibilities, have strategic conversations, make defensible choices, and oversee the
organm\ti}zl Board meetings support efficient governance and the performance of the company

by adhering to established governance principles and legal and regulatory obligations.

External Auditor Type:
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An independent examination of a company's financial statements, accounting records, and

internal controls by a certified public accounting (CPA) firm or a group of external auditors is

referred to as an external audit. An external audit's goals involve providing an opinion on the

financial statements' fairness, accuracy, and dependability as well as giving interested parties a

reasonable level of assurance that the financial data is being presented in accordance with any
N

applicable accounting principles or standards. Promoting openness, responsibilitt Q dibility

C

External audits come in a number of forms, each providing a partic nction and meeting a

in the financial reporting process requires external audits.

particular demand. Some of the typical forms of external audit@ude the following:

Financial Statement Audit: The most common and ;ﬁﬁshed type of external audit is the

financial statement audit. It entails a thorough au@ of the balance sheet, income statement,

cash flow statement, and supporting notes i a\v;ganization's financial statements. Verifying the
°

uality and completeness of financial \Q, ing the organization's conformity to accountin
quality p gauging g y g

principles or standards, and mea@ the efficacy of internal controls are the main objectives of

the audit. Q’Q\

Compliance aud@\ducted to evaluate whether an organization complies with particular
laws, rules, @cts, or industry standards. These audits make sure the company complies with
all reléx%zkgal and regulatory obligations, including tax laws, environmental laws, labor laws,
data protection laws, and rules unique to the organization's business. Compliance audits assist in

locating any non-compliance concerns and provide appropriate remedies.

Operational audits are concerned with assessing the efficacy, efficiency, and risk management
procedures of a company. To find areas for improvement, ways to cut costs, and ways to reduce
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operational risks, they evaluate the organization's internal controls, operational practices, and
management practices. Operational audits frequently offer suggestions for improving operational

performance, streamlining procedures, and achieving strategic goals.

IT Audit: An organization's information technology systems, infrastructure, and data security
measures are evaluated during an IT audit, sometimes referred to as an information sg%ms audit
or a technology audit. These audits assess the dependability, accessibilit tegrity of
information systems, pinpoint potential IT risks and weaknesses, and co rmé!fherence to laws
governing data privacy and protection. IT governance, IT policies, di r recovery plans, and

IT-related controls are also examined in IT audits. Q

Q

Investigative Audits: When there are allegations %@spicions of fraud, wrongdoing, or
anomalies within an organization, investigative s are carried out. In-depth analyses of
financial records, transactions, and activitie &%&t of these audits in an effort to find instances

%ﬁation, or other criminal activity. Internally or

of fraud, embezzlement, money-mis€§}!

externally started, investigative a@vneed specific knowledge and forensic accounting methods.

N\

Review Engagements: &v engagements offer a minimal degree of assurance regarding the
financial statem@\%? organization. Reviews use analytical procedures and queries as
opposed to gh testing of transactions and balances, as is the case with a full financial
statem%gﬂit. Although they give a lower level of confidence than audits, review engagements

can nonetheless provide insightful analyses of financial data.

It is crucial to remember that selecting the right kind of external audit depends on a number of

variables, including the organization's size, industry, legal requirements, expectations of
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stakeholders, and the audit's unique goals. Organizations may occasionally need to conduct

several distinct kinds of external audits to satisfy various reporting or compliance requirements.

Regardless of the kind of external audit, it is carried out by competent, impartial, and
independent auditors who follow ethical and professional auditing standards. Planning, fieldwork,
testing, documentation, and the creation of an audit report that expresses the auditor's.dssessment
of the financial statements or compliance issues are all parts of the audit @% The audit

iﬁce, compliance

report offers interested parties useful data to evaluate the organization's gﬁv\

e
with legislation, and financial health, governance, and adherence tc%@ons.

S

Qa ¢ the financial statements of a

Basically an audit type refers to the type of company tha

company. Although previous works have argued that V@uality can be attained by big 4 audit

firms. Other studies also revealed that based on S%P g theory, companies who are audited by
the big 4 audit firms indicate good signal to t&rket about the quality of their audit. Moreover
many studies have also shown that bi .® firms are more likely to complete the audit work
earlier than their counterparts.i@ to remain in the market. An external auditor performs an
audit, in accordance wi‘@ fic laws or rules, of the financial statements of a company,
government entity,\ legal entity, or organization, and is independent of the entity being
audited. Both&gﬂﬁce and advisory such as financial audit, statutory audit, internal audit, tax
consultan%%more. The reason behind calling them the external auditor is because they are

indepenkﬁt and are not employed by the company and the organization that the service is being

provided to.

Financial Year End: A crucial point in an organization's financial and accounting cycle is the

financial year-end, also known as the fiscal year-end or accounting year-end. The specified
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accounting period, which usually lasts 12 months, comes to an end at this time. During this time,
a business records, arranges, and reports its financial activities. For a number of stakeholders,
including management, investors, regulators, and auditors, the financial year-end is important
since it brings with it a plethora of tasks meant to ensure compliance, facilitate strategic planning,
and summarize financial performance. Let's take a closer look at the idea of the ﬁna&cial year-

R
O

How long it takes and how the financial year ends: &

N ©
e Q%

A company's fiscal year does not have to follow the calende@t, most financial years last for 12

end:

months. For example, it could correspond to the ye%fb‘uuary to December) or a non- calendar

fiscal year (e.g. April to March). @%

Determinants: The Company’s o'@al cycle, industry standards, and regulatory
requirements frequently have a b&@& on the financial year-end determination. Although firms

are free to select a fiscal @‘hat corresponds with their operations, regulatory bodies may

specify particular ﬁsg@ar—ends.

Accounting % g: Companies create financial statements that summarize their financial
performalééd position over the course of the fiscal year. These statements include the income

v

statement, balance sheet, and cash flow statement.

Closing the Books: Closing the accounting books at the end of the fiscal year entails verifying
that all transactions are properly recorded and making any necessary adjustments, such as

accruals and deferrals.
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Adherence to Regulations: Companies have a number of regulatory obligations that must be
fulfilled at the end of the fiscal year. This involves submitting reports and financial statements to

stock exchanges, regulatory agencies, and other relevant government agencies.

Date of Audit Report: The official date on which auditors release their report detailing their
assessment of an entity's financial statements is known as the "date of the audit repoa&he audit

report offers an evaluation of the financial statements' fairness and dependability invaddition to

summarizing the audit engagement's findings. «

The date is important for a few reasons, and it's a crucial part of the%l process.

Cutoff Date: As of a specific date, the audit report offers &ance on the financial statements.

The end of the fiscal year or another designated repo@%period is typically this date.

(&

Relevance: As of the report's date, the audi@rt is pertinent to the financial statements and

associated disclosures. Anything that &17%&: or is done after this date is not covered by the

audit opinion. AQ

Consistency: The date ofﬁéudit report is crucial for ensuring consistency in financial reporting.

¢
O

\*
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Chapter Two %

Literature Review

2

2.1 Conceptual Review

2.1.1 Audit Report Lag (ARL) @

Audit report lag refers to the period @;\%e the end of a company’s financial year and the
submission of its audited ﬁnan(:l{%ements by external auditors. It represents the time auditors
take to complete their au@%e financial statements prepared by the company’s management.
One researcher deﬁa&ldlt report lag as the interval between the accounting year-end, the
preparation o%&dal statements, and the issuance of the audit report'. The term is also used to
describe @%me that passes from the close of the fiscal year to the completion of audit
fieldwork® This stage is typically marked by the end of substantive audit tests, when the auditor

leaves the client’s premises and signs the audit report?, 3, *.

Audit lag is crucial as it directly impacts the timeliness of accounting information. Timeliness in

corporate reporting involves three distinct periods: the audit lag period, the interim period, and
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the overall reporting lag®. These three periods together cover the total time between the
company's financial year-end and when its financial statements are presented to shareholders or

filed with the relevant authorities®.

2.1.2 Client Size

Client size is commonly determined by the total assets, which represent the combined book value
of all assets owned by an individual, company, or organization. This metric is frequently used in
evaluating net worth within debt covenants. The total asset value is calculated after accounting
for depreciation. Net worth, in its simplest form, is the difference between total assets and total
liabilities. In a corporate setting, total assets are the resources a company owns that have
economic value and are expected to provide future benefits. These assets are listed on the

company’s balance sheet’.

Assets are categorized by liquidity: liquid assets, which can be quickly converted into cash, and

illiquid assets, which are not as easily sold for cash.

On the balance sheet, assets are further divided into current and long-term. Current assets are
expected to be liquidated within one year, while long-term assets take more than a year to

convert into cash.

Assets, as items of economic value, are used over time to generate benefits for their owner. In the
case of a business, these assets are recorded in accounting books and reflected in the company’s
balance sheet. Common categories include cash, marketable securities, accounts receivable,
prepaid expenses, inventory, fixed assets, intangible assets, goodwill, and other assets.
Depending on the relevant accounting standards, the assets that make up total assets may or may
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not be listed at their current market values. International Financial Reporting Standards (IFRS)
tend to allow assets to be listed at current market values, while Generally Accepted Accounting

Principles (GAAP) are generally more restrictive in allowing such adjustments?®.
Working Relationship between Auditors and Clients

The following are elements that could impact the working relationship between auditors and

clients.

Competence %

According to a scholar, competence is a fundamental aspec@uditing, defined as "an auditor’s
technical capability to identify significant errors ib@lancial statements"’. To reduce the
likelihood of missing critical misstatements, Q@%s conduct a comprehensive analysis of the
business risks their clients face!°. This Anvolves understanding the client's business and

developing the necessary skills and e@lse to make informed professional judgments.

L] Q
Confidentiality QQ\

Previous literatur, 'A@hts that in professional relationships, there is an expectation of trust
that personal ipformation will not be disclosed to outsiders'!. Audit firms are required to keep the
infoma\tig’Qey gather during audits confidential'?2. This duty is enforced by both ethical

standards and regulatory requirements.
Communication

Effective communication is crucial for building successful relationships, regardless of the

context in which it occurs'®. It can take various forms, including verbal, nonverbal, and written
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communication'®. For auditing clients, communication is considered a fundamental aspect of
human interaction and is key to improving working relationships'®. Thus, strong oral and written

communication skills are essential for interacting with clients and other stakeholders!®.
Communication Barriers

Communication barriers are factors that hinder the smooth exchange of infomatiQ%\veen the
sender and receiver of a message. Research has identified several barrierQa/Qen Certified
Public Accountants and their clients, including hostility, lack of liste &y auditors, mistrust,
excessive intermediaries, and personality clashes!’. Additio@ resistance to change,
misunderstanding of accounting terminology, auditors' atti f superiority, and inadequate
feedback can also impede communication. Time co@ﬂs and environmental factors may
further contribute to communication challengeslg.rb

O
Q)
c,)\

Trust is a fundamental componen %’%e relationship between auditors and clients'®. It is defined

Trust

as the confidence that @idual or group places in the reliability of another's promises,
statements, or actip&ﬁlding trust between parties is crucial for managing risk, which is

viewed as the %’k&hﬂod of deviations from expected outcomes?’.

Coope@’b

In business relationships, parties often experience complex, personal, and non-economic
satisfaction and typically develop a sense of identification with each other. Through social

interactions, they work towards common business objectives by fostering a cooperative approach.
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Commitment

Commitment in a relationship reflects a lasting desire to sustain a valuable connection. Major
audit firms, such as those in the Big Four, often demonstrate their commitment to high-quality
audits through various published reports?'?>23, For instance, Cindy Hook, the CEO of Deloitte in
Australia, highlights the firm’s dedication through its stated goals and values. Q\

Adaptability to Change %Q
Due to the continuous evolution of business environment rs must adjust their methods
accordingly. However, applying judgment in areas out established practices can be

challenging?*. These growing expectations and ;@}exmes impose additional costs on both

audit firms and their clients®. @
Respect ch\

Respect involves recogni '@d valuing others, which influences attitudes, behavior, and

appreciation. Researcb%dicates that treating customers with respect is an effective and cost-
[ ]

efficient strat g@retaining them, as it fosters the perception of high-quality service®.

Additionall ect is considered a key element in the auditor-client relationship?é.
Objectivity and Integrity

Auditor independence requires that audits be conducted with objectivity, integrity, and
impartiality?’. Auditors must maintain independence in both appearance and fact. According to

previous research, auditors are deemed independent when they exhibit objectivity, integrity, and
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impartiality?®. The Institute of Chartered Accountants in England and Wales defines objectivity
as a mindset that considers all relevant factors without bias?®. Integrity, as defined by another
scholar, encompasses not only honesty but also fairness and truthfulness®®. These qualities are

essential for fostering a strong auditor-client relationship?°.

2.1.3 Audit Committee Size %Q
The length of time that passes between the conclusion of a y's fiscal year and the release
of its audited financial statements is known as the %lsQ\report lag, and it is impacted by a
number of variables, including the audit committ;s@e. A company's audit committee, which
is a subcommittee of the board of director@essential to managing the financial reporting
procedure and communicating with %%( auditors. An understanding of the intersection

between governance structures @)fporate characteristics can be gained by analyzing the

relationship between aud@hlttee size and client size in the context of audit report lag. Let's

explore this relatiopak& more detail:

Meaning and @cture: The Size of Audit Committee normally consists of independent directors
with ﬁ@ai experience. An audit committee's membership can vary greatly throughout
companies; smaller committees with three members can exist in some, while larger committees

with five or more members may exist in others.
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Client Size: In this sense, a company's size and complexity are referred to as its client size. In
comparison to smaller organizations, larger clients frequently have more complex financial

structures, diversified business segments, and broad activities.
Supervision and Management:

Function of the Audit Committee: The main responsibility of the Audit Committtho improve
the accuracy and openness of financial reporting. It is in charge of intern‘! (Qols, external

auditor relations, and financial reporting procedures. An efficient audi@xittee is essential for

the efficiency of corporate governance. %
Impact of Client Size: Larger clients could demand more rvision and have more intricate

financial reporting requirements. Larger audit con@e& may therefore be advantageous for

larger businesses in order to provide propé\@mance and supervision of their complex

financial operations. . &
S

Interaction and Communicatio.n:AQ
The audit committee en }%in communication with external auditors to go over audit plans, go

over findings, a .m’(&e re the audit is carried out in compliance with professional standards.

A fast and c%‘rehensive audit process depends on the audit committee and auditors having

effecti@;gunication.

Impact of Client Size: Because of their size and complexity, larger clients may be subject to
resource-intensive audit procedures. Potentially affecting a shorter audit report lag, a larger audit

committee may be better able to assign the necessary resources to oversee the audit effectively.
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Effectiveness of Decision-Making:

Making Decisions by the Audit Committee: Timely replies to audit-related concerns depend on
the audit committee's decision-making process being efficient. Decision-making can proceed

more quickly in a committee that is suitably sized and organized.

Impact of Client Size: Larger clients may profit from a larger audit committee@s able to
make conclusions quickly because they have more substantial ﬁnanci@actions and

reporting requirements. This effectiveness may help to shorten the tir@kes to produce audit

reports and streamline the audit process. %

O

Adherence to Regulation: Q

QO

Regulatory Requirements: Guidelines are frequen &ished by regulatory agencies

\S
Auditor size is the number of auditors.@ of an organization. Audit firm is explained by
three measures: Revenues, Offices aé&ad counts. Revenues are the total revenues of the audit
firm including those from the ﬁ@and attestations, tax, consulting and other services; Offices is
the number of offices of\éudit firm; Head count is the number of professionals in the audit
firm Auditing is @%y auditor and an auditor is an individual who examines the accuracy
of recorded l@wss transaction. Auditors are needed in order to verify that processes are
functio&i/Qﬁs planned, and that the financial statements produced by an organization fairly
reflect its operational and financial results. They are primarily engaged in audits, which

verify an entity’s financial records and their presentation in related financial reports?!.

Auditor can be classified into internal, external and forensic. An internal auditor works for

the entity which him or her audits. This person conducts independent analyses of a variety
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of processes within a business, and may also evaluate the level of corporate governance.
Internal auditors report their findings to the board of directors, along with remediation
suggestions. An external auditor is independent of the clients which he or she audits. An
external auditor may be certified by a state agency to be a certified public accountant, and
thus allowed to issue certified reports on the financial condition of clients. An external
auditor may instead work for a government, and in that role is tasked with Qﬁ%ing the
records of individuals and businesses to see if they have complied with tl‘{\fj ous tax laws.
A forensic auditor investigates whether fraud had been committed.@bsulting evidence is
used to prosecute the party that committed the fraud. A fo§$ditor may be employed

within a business, or may work for an outside firm tha cts these investigates for its

clients. The size of auditors is very important for i?q—&:ss of an organization?3?.

2.1.4 Board Size ®%

Board size refers to the total number.%;&%fr ctors on the board of each sample firm which is
inclusive of the CEO and Cha'm@r each accounting year. This will include outside directors,
executive directors and n@%\utive directors. It is the governing body of a company, elected
by shareholders in.@ie of public companies to set strategy and oversee management. The
board typical &(ts at regular intervals. Every public company must have a board of
directors3@1e private companies and nonprofit organizations also have a board of directors.
The board makes key decisions on issues such as mergers and dividends, hires senior managers,
and sets their pay. The CBN Code prescribes a minimum and maximum board size of five and
twenty directors respectively. The SEC Code prescribes a minimum of five directors and directs
that the board of a company be of a sufficient size relative to the scale and complexity of the

operations of the company. Board of directors’ candidates can be nominated by the company’s
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nominations committee or by outsiders seeking change. They are responsible for helping a
corporation set broad goals, supporting senior management in pursuit of those goals, and
ensuring the company has adequate, well-managed resources at its disposal. The board of
directors typically includes the chief executive officer and sometimes other senior managers,
alongside board members not otherwise affiliated with the company®*. An inside director is
most commonly defined as a company employee, though the category someti @ covers
significant shareholders. Independent, or outside, directors are only involved wiftf the company

through their board membership. Independent directors face fewerts of interest than

2.1.5 Board Meeting Q
>

A board meeting is a meeting of the board of dir Qhat sets the policy and strategic direction
ﬁ‘t& policy g

company insiders in discharging their fiduciary obligations?>.

for a corporation, publicly-traded company NQ[I’HGIH body or non-profit. A board meeting is
held to review the strategic plan that @E developed by the board of directors. The goal is
for the directors to agree on thQ‘I&ection to move in and how it will be implemented. Simply
put, a board meeting i:@ng to set policy and strategy®®3’. Board meetings can vary
depending on how.m(% a company is. Start-ups and tech companies sometimes favor a more
pragmatic ap[&g!/while larger corporations typically follow strict guidelines meant to help
provide o ’and structure. Still, many of the components of these board meetings remain very

similar3®,

Before a board meeting begins, a document is circulated, consisting of a report by each director
itemizing anything that needs attention and their value judgments concerning various issues.

When the board meeting begins, a person, usually the CEO of the company, presents an
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overview of how well their goals are being met and any issues that need to be addressed?.
Directors may present on their sections as well, or merely be present to answer questions if the
report was sufficient. Following this, a member of the board will raise topics that they feel need
addressing or comment on progress toward various goals. The board chair will then elicit
discussion by seeking comments on what was presented and taking action on any jssues that

%&sent, in

came up. The board may wish to have a discussion without the CEO or others le (Q

order to assess their performance. Sometimes other procedural motions are \requifed before the

O
Q
QQ

2
2.1.6 External Auditor Type @%

The audit report lag refers to the time. ’Svl pses between a company's fiscal year-end and the
P (t?

meeting is adjourned, such as certifying stock option grants°.

issuance of its audited ﬁnangi%@ements. It is a crucial metric that can be influenced by
various factors, includin@y\@e of auditor engaged by the company. Auditors play a pivotal
role in ensuring the &cy and reliability of financial statements, and their characteristics can
significantly i pgq}le duration of the audit process and, consequently, the audit report lag.

Let's expl different auditor types and their potential effects on audit report lag:
&

N

Big Four vs. Non-Big Four Auditors:

Big Four Auditors (Deloitte, PwC, EY, KPMG): These global accounting firms are known for
their extensive resources, expertise, and experience. Companies audited by the Big Four often

benefit from the firms' robust internal control systems and streamlined audit processes. As a
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result, audit report lags for companies audited by the Big Four may be relatively shorter

compared to those audited by smaller firms.

Non-Big Four Auditors: Smaller audit firms may have fewer resources and a more localized
focus. Audits conducted by non-Big Four firms might take longer due to potentially fewer
personnel and a need for more detailed procedures. The audit report lag for companie%dited by

non-Big Four firms could be influenced by the firm's capacity and efficiency. O

Industry Specialization: é

Industry-Focused Auditors: Auditors with specific industx@ﬁrﬁse may have a better
understanding of the nuances and complexities associatéd/with that industry. While this
specialization can enhance audit quality, it might@result in a longer audit report lag as

auditors delve deeper into industry-specific i@ risks.

Generalist Auditors: Auditors without% ic industry focus might take longer to familiarize
themselves with industry—spegiﬁ&% lations and practices. However, they may bring a fresh
perspective to the audi@ally expediting certain processes. The audit report lag for
generalist auditors ﬂ@ry depending on the adaptability of the audit team.

Auditor Tenu%
Long-T Auditors: Auditors who have been engaged by a company for an extended period
may have an in-depth understanding of the client's operations, systems, and internal controls.
This familiarity could lead to a more efficient audit process, potentially reducing the audit report

lag.
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New Auditors: When a company engages a new auditor, there might be a learning curve as the
auditor becomes acquainted with the client's operations and financial reporting practices. The

initial year of engagement with a new auditor could contribute to a longer audit report lag.
Audit Firm Size

Large Audit Firms: Larger audit firms, irrespective of whether they are part of the Qﬁ%ur, may
have more extensive resources and a broader pool of specialized auditors. T 1s®contribute to

a more efficient audit process and potentially shorter audit report lags. é

Small and Midsize Audit Firms: Smaller audit firms might fac@ou ce constraints, leading to a
longer audit report lag. However, the level of personal atte& and client interaction in smaller

firms could contribute to a more thorough and detaﬂ% it.

Audit Methodology and Technology Adoptio}\.\g

)

Advanced Technology Adoption: &S@ ors employing advanced audit methodologies and
technologies, such as data ana'ly@ and artificial intelligence, may experience streamlined audit

processes. These techno@ advancements can enhance the efficiency of audit procedures,

potentially reduc@@dit report lag.

Traditional 4@ Approaches: Auditors relying on traditional audit approaches may take longer
to con%bte audit procedures manually. The audit report lag for such auditors could be

influenced by the speed at which they adapt to and integrate new technologies.

Regulatory Environment:
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Stringent Regulatory Oversight: Auditors operating in regions with rigorous regulatory oversight
may experience additional scrutiny and documentation requirements. While this can enhance

audit quality, it might contribute to a longer audit report lag.

Less Stringent Regulatory Environment: In regions with less stringent regulatory requirements,

auditors may have more flexibility in their audit procedures, potentially resultin % shorter
@ughness of

audit report lag. However, this flexibility should not compromise the quality af

O

In conclusion, the type of auditor engaged by a company can have%(able impact on the audit

the audit.

report lag. Factors such as auditor size, industry special@g, tenure, and the adoption of
advanced audit methodologies all play a role in Slg%ﬁning how efficiently an audit is
conducted and, consequently, how quickly the audi ort is issued. Companies should carefully
consider these factors when selecting an h\%, balancing the need for efficiency with the

importance of a thorough and high-q@ it.

An external auditor perform@%ﬁt in accordance with specific laws, statutes or rules, of
the financial statements o}bompany, government entity, other legal entity, or organization, and
is independent 0@ being audited. External auditors can also be called statutory auditors,
this is beca%th external auditor and statutory auditors are both authorized and governed by
law or\(/glute. Users of these entities’ financial information, such as investors, government
agencies, and the general public, rely on the external auditor to present an unbiased and
independent audit report*’. An external audit, defined as a company audit which is performed by a

party which is not a department or employed by business to be audited, are very commonly
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performed. The external audit approach has two main purposes. The company believes an outside

party will be more efficient at the work or because a governmental entity*!.

The manner of appointment, the qualifications, and the format of reporting by an external auditor
are defined by statute, which varies according to jurisdiction. External auditors must be members
of one of the recognized professional accountancy bodies. External auditors no address
their reports to the shareholders of a corporation. The objective of the externa @Q\ucludes the
determination of the completeness and accuracy of the accounting recor izchent to ensure
that the records of the clients are prepared as per the accountin ork which applies to
them and to ensure that the financial statements of the client p t the true and fair results and
the financial position. The main responsibility is to verif Q:neral ledger of the company and

make all other essential inquiries from the managem@{é the company. It helps to determine the

real picture of the company’s market sftua‘uo@ge financial situation, which further provides

the basis for managerial decisions*>+, 5&

Audits assess the accuracy of fm@gdl records to identify any discrepancies due to fraud, errors,
or mismanagement. Thlqgs enhances the reliability and trustworthiness of a company's
financial statements. ors occur in the accounting practices of a company, they can impede
effective dec%&ékmg by the owner. Audits address this issue by detecting errors and
fraudulen ’bfvmes through their systematic procedures. Additionally, audits ensure that
ﬁnancbfansactlons are recorded in compliance with generally accepted accounting principles,

helping business owners adhere to relevant rules and regulations*.

The primary objectives of an external audit are to verify the completeness and accuracy of a

client's accounting records, confirm that these records conform to applicable accounting
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standards, and ensure that the financial statements accurately reflect the client's financial position
and performance®. A statutory auditor has the authority to request the company’s financial
records, which the management must provide. Following the audit, the external auditor prepares
a written report based on the evidence and data collected, presenting an evaluation of the
financial statements' accuracy. External audits are often required to certify a company's financial
statements, which is necessary for certain investors and lenders. Publicly trad ﬁhnies or
those that offer shares to the public are legally obligated to have their @ al statements

audited and certified*®*7. @

2.2  Theoretical Framework Q

Q

This section deals with the theoretical issues in the litefﬁb to explain the subject matter. Some

of the theoretical foundations include quasi-judiei eory, agency theory, stakeholder theory

and policeman theory. Q

2.2.1 Quasi-Judicial T%\Q\

The term "quasié/@ refers to actions, decisions, or processes that are similar to those
performed by%purt or judge but are carried out by an entity or individual that does not have
full jud% owers. In the context of audit report lag, the quasi-judicial theory might be applied
to describe a situation where the audit process and reporting timeline resemble a quasi-judicial

process. Quasi-Judicial Aspects in Audit Report Lag:

Judgment and Evaluation: Auditors exercise professional judgment when assessing a company's

financial statements. This process is quasi-judicial in nature, as auditors must evaluate evidence,
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make judgments, and form opinions, much like a judge in a legal setting. Independence and
Objectivity: Auditors are expected to maintain independence and objectivity during the audit
process. This is akin to the unbiasedness expected of judges. Ensuring that audit opinions are

impartial and free from undue influence.

Compliance with Standards: Established auditing standards, which resemble a se%de facto
legal guidelines and protocols, are adhered to by the audit process. Thef@gelines give

auditors a structure for carrying out their investigations and producing rep(ﬁ.

O

Examining the Evidence In order to strengthen their assessments o@wial statements, auditors
collect and review relevant data. This procedure is compar e presentation of evidence in

a court of law, where the integrity and reliability of the%@bnce are vital factors.

Resolution of Conflicts in respect to Standar@g the audit process, auditors are required to
adhere to a set of guidelines and proced nown as auditing standards. These guidelines give

auditors uniformity and a structuert(\caake sure their inspections are carried out honestly and

completely. QQ\A

This theory posits,@e auditor exercises the role of a judge in the financial distribution
process, and &;ﬁgarded as the final recourse for shareholders and other users of financial
statement%@ contrast, the researcher noted in a prior study that different from a judge, the
princifo precedence and consistency is not ensured in auditing. Furthermore, the
independence of an auditor differs from that of a judge due to the distinct payment structure
involved®. Nevertheless, if the auditor can affirm that a collection of financial records accurately
depict the actual state of a company and are impartial, is he not acting as a judge? The
underlying premise is that the audit opinion is the definitive declaration that must be considered
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reliable and trustworthy when evaluating financial statements. This perspective is directly

aligned with the legal obligations of publicly traded corporations.
2.2.2 Policeman Theory

This had immense popularity and widespread acceptance until the 1940s. The concept of the
policeman posits that the auditor, being a policeman, should prioritize the arithm *recision
of financial data and accounting records. Therefore, it anticipates that the audito 1 proactively
identify and prevent fraudulent activities, which is once again the con@g supported by users
of financial statements. Nevertheless, it implies that auditors serv%rigilant overseers, rather

than relentless detectives. Q

Clearly, based on the theoretical arguments, it is@’bent that the majority of professionals
support the idea of auditing that combines\\@ctions of being a vigilant overseer and a
diligent investigator. Audit is a societal qq'%uct and its ongoing significance is contingent upon
fulfilling society's expectations. Th&lct%\incumbent upon the audit professional to relinquish its
old position and accept the @r role that emerges from society expectations. As society is
inherently dynamic rat Qﬂ static, the function of audit cannot be limited to its conventional
definition. The n@%f man economic transactions is undergoing a transformation, evidently
leading to %®rease in human avarice, therefore undermining the long-standing beliefs in
moral%gﬂ satisfaction. This behaviour driven by avarice is resulting in rudimentary
acquisition and so-called intelligent behaviors inside a globalised framework of personal
acquisition. Societal respect in human social interactions is progressively shaped by wealth, and
even the strength of nations is determined by economic power. This creates a conducive

environment for so-called smart wealth acquisition methods that frequently disregard moral
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standards and even national legislation®°.
The theory further posits that the auditor bears the responsibility of actively seeking, uncovering,
and thwarting any instances of fraudulent conduct. Nevertheless, the primary responsibility of
auditors is to offer a decent level of confidence and remain impartial, accurate, and unbiased
assessment of the financial statements. Nevertheless, auditors have under increased pressure to
identify fraudulent activities following recent reporting scandals. In contempo @%eties, it
might be contended that the consumers of statements expect auditors to assume th&responsibility
of detecting fraud, as they rely on audit reports for analysis and @making. However,
auditors are not obligated to uncover all instances of fraud but_sh enhance their ability to
identify fraudulent activities in order to inspire public tms@ anagement and governance of
an organization have the main responsibility for fr. u@en‘tion and detection. It is therefore
crucial to prioritize the prevention of fraud. No ess, the auditor is also obligated to give

R

proper consideration to the end consumeﬁ) audit reports and should take into account the

R

potential for significant errors caused udulent activities while assessing audit risk.

N

Agency theory is a )Q)'\ar concept in organizational and management studies which explains

2.2.3 Agency Theory

the relationsh lagev/>en principals and agents. A past scholar explains that agency relationship
occurs w %e or more persons (the principal) employs another person (the agent) to provide a
service and delegate the authority for decision making! Agency theory assumes that every
human being is selfish and self-centered on his/her individual basis. The principal-agent
relationship often occurs when the principal is bereft of time, expertise or resources to execute a
particular task, and therefore delegates Agency theory also implies that there is asymmetry of

information between managers as agents and as principal (owner). Company manager should be
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more aware of internal information so that there will be information space between the
management and the owner. Management is morally responsible to optimize the benefit of the
owners (principals) and to satisfy the personal interest in order to maximize the economic and
psychological fulfillment. Shareholders on the other hand, will focus on increasing the value of
its shares. Thus, there are two different interests in the company in which each party seeks to
achieve or maintain a desired level of prosperity. The existence of a conflict 0?6%5‘[ etween
C
¢\

Therefore, in order to achieve the objectives of management owners) rincipal must provide

the two is what triggers the emergence of agency theory>2.

appropriate incentives for motivating the agents to do s illance to prevent unwanted
situations®. Therefore, agency cost occurs due to these si%&s. Agency cost arise from agency
theory>*. Minimizing the agency cost is a challenge %{@ board of directors and shareholders to
think of ways and provide the right incentive@’ge a minimum cost for the agency”. Agency
conflict could affect aggressive tax tre«aﬁ\& °6. Agency problems might happen when there are
differences in the interests of the @uc?nd when the principal has an aggressive tax avoidance
behavior. This condition o@ecause the, management wants to increase compensation

through higher proﬁts& the other shareholders want to reduce the cost of the tax through

lower profits. < ’\\'
2.24 S@older Theory

A critique of the rigorous agency theory is its limited scope, as it solely considers shareholders as
the exclusive interest group of a corporate body, hence requiring additional investigation.
Through broadening the range of interested parties, the stakeholder theory asserts that a

corporate body always aims to achieve a harmonious equilibrium among the interests of its many
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stakeholders, so assuring that each interest group is satisfied to some extent®’. By emphasising
the different components of a corporation, the stakeholder theory seems to be more effective than
the agency theory in elucidating the function of corporate governance. Therefore, creditors,
consumers, employees, banks, governments, and society are considered to be significant
stakeholders. Furthermore, another study conducted a thorough examination of the stakeholders'
theory of corporate governance, highlighting the existence of several parties %ﬂicting
interests in the functioning of the company. Moreover, they highlight the Signifitance of non-
market mechanisms, such as the board size and committee structur@&etermining business
success.

The prominence of stakeholder theory has increased due to@ggnition by many scholars that
the actions of a corporate entity have an impact on hpa%'nal environment. This phenomenon
necessitates the corporation to be accountable t% oader audience beyond its shareholders.
Some research suggest that firms are no | ér solely instruments of shareholders, but rather

.

exist within society and so have obli‘(@ns towards that society>®. One must however point out
that large recognition of this® @%‘s rather been a recent phenomenon. Indeed, it has been

realized that economic v&@&reated by people who voluntarily come together and cooperate
to improve every{}@sitionw.

23 Rev Previous Empirical Works
2.3.1 Ibétigate the Relationship between Board Size and Audit Report Lag

Numerous studies explore the relationship between audit report lag (ARL) and client size, among
other factors. Previous research indicates that audit delays increase with the complexity of the

audit work, decrease with stronger incentives for timely reporting, and rise with the extent to
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which auditors use a structured approach to auditing®. Another study reveals that audit delays
are longer for firms with interim earnings overstatements and declining earnings, and that these

delays are more pronounced with larger overstatements of interim earnings®'.

Additionally, research has investigated the association between audit report lag (ARL) and
factors such as auditor business risk and audit firm technology in Hong Kong. This s%/, which
analyzed data from 393 Hong Kong companies over the period from 1991 to 1 @ d financial
condition and family ownership/control as proxies for auditor businessﬁikifd the structured
versus unstructured audit approach as a proxy for audit firm techno ther control variables
included the number of subsidiaries, the nature of the ’s business, company size,
unexpected positive earnings news, and the nature of th%@opinion. The regression analysis
found a positive correlation between audit report la&lhe financial risk index, indicating that
companies with poorer financial conditions e@%e longer audit delays. The study also found
that companies audited by firms using ai\&?%*ured audit approach have longer audit delays. The
relationship between ARL and éil?’ ownership/control suggested that family-owned or
controlled companies mi t@erlence shorter audit delays, although these results were not
statistically signiﬁcant&r companies were associated with shorter audit delays®2.

A separate st& the Iranian capital market identified a significant relationship between

proﬁtabil@d audit report lag, while noting no significant correlation between firm size,

financial leverage, firm age, and audit report lag in Iranian companies®.

Furthermore, research has shown that large companies, service-oriented firms, and those audited

by former Big-5 firms tend to have shorter audit report lags. Conversely, construction companies,
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those with qualified audit reports, and firms with a substantial portion of equity held by insiders

are less likely to promptly release their audited financial statements after the fiscal year-end®.

A study conducted by another researcher examined the impact of service quality, client
satisfaction, and trust in audit firms using publicly registered companies in Malaysia®. This
investigation focused on how the quality of services offered by auditors correlate%h client
satisfaction and the loyalty of shareholders to a specific audit firm. The st (@gessed audit
service quality through various dimensions, including the audit Qniltrustworthiness,
reassurance, empathy, physical aspects, and responsiveness (SERV . The results indicated
that while clients appreciated the physical aspects of the sethey were less satisfied with
other factors, with empathy being the least favored. The @wnd that client satisfaction had a

moderate effect on the relationship between tmstwo@s and client loyalty.

O

In a related study, another researcher exp. (@ow political and economic factors in China
affect the timeliness of audit opinic@ﬁ. This research revealed that audit firms operating
exclusively within China are m@sceptible to political pressure from government agencies.
Conversely, firms with igte Q\onal operations tend to provide more accurate reports on state-
owned enterprises ao&encies to mitigate potential financial risks. The study also found that

companies regg{negative audit opinions (qualified reports) are more likely to switch from

internatioéblocal auditors, unlike those receiving positive opinions (unqualified reports).

N

Further research has investigated how the composition of the board of directors, the audit
committee, and the separation of the roles of board chairman and CEO influence audit report lag
in Malaysia®”. The findings highlighted that board independence and the separation of the

chairman and CEO roles are significantly associated with audit report lag. The study also found a
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positive correlation between audit report lag and leverage, while profitability showed a negative

relationship with audit report lag.

Additionally, a study examined the factors influencing the likelihood of non-profit audit clients
changing auditors, revealing that the costs of changing auditors, the financial performance of

non-profits, and the size of the audit market are relevant factors®. \

Previous research explored the main factors influencing the timeliness OQJ rate internet
reporting among Egyptian companies listed on the Cairo and Alexar@&:ock Exchange. The
study identified significant correlations between reporting tirr@ss and several factors,
including firm size, industry type, liquidity, ownership st »board composition, and board
size®. It was found that larger firms in the servic;&@‘or with higher liquidity, a greater
proportion of independent directors, more board rs, and a larger free float tend to disclose
information on their websites more prc&?\@ Additionally, the study observed a notable

s aspects of reporting timeliness.

relationship between these variables al&
3

Another study focused on th@rs affecting audit report lag in Egyptian banks during 2004.
Analyzing a sample of t -seven banks listed on the Egyptian Stock Exchange, the results
showed that the @e ternal auditor, bank size, audit complexity (in terms of the number of

branches an @1 of diversity), and bank profitability significantly influenced audit report lag,

while B\cgﬁonal items did not™.

In a different study, the determinants of audit report lag (ARL) were examined with a focus on
auditor-related factors. ARL is crucial as it impacts the timing of earnings announcements, which
in turn affects the promptness of earnings releases”. This research, using a recent sample from
Korea, found that ARL is negatively correlated with non-audit fees paid to auditors, suggesting a
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"knowledge spillover" effect from non-audit services. Additionally, ARL was found to be
negatively associated with the use of Big 4 auditors and unqualified audit opinions. However, the
study did not find significant relationships between ARL and auditor tenure or abnormal audit
fees. Further analysis indicated that abnormal audit hours and the provision of tax services, along

with internal control system design services, significantly reduce ARL.

>\
Another study investigated the factors influencing audit report lag (ARL @yptn. This
research introduced new explanatory variables related to corpo& ernance (CQ)
characteristics—such as board independence, CEO duality, and resence of an audit
committee—that had not been examined before. The ARL fo@S sampled listed companies
ranged from a minimum of 19 days to a maximum of 115 @with an average lag of about two
months. The regression analysis revealed that b@’b‘lndependence, CEO duality, and the
existence of an audit committee signiﬁcantly@ ARL. In contrast, ownership concentration
did not significantly affect ARL. Additib\tk' , three control variables—company size, industry,
and profitability—were found to h@c?lgniﬁcant effect on ARL. The adjusted R? indicated that

57.10% of the variation i%@ould be explained by these independent variables.

Previous research id&"*ed various factors impacting the timeliness of audit reports for listed
companies in % esh”. Analyzing a sample of 87 listed companies, the study found that the
average ti quired to complete the audit was approximately 101 days, with a minimum of 14
days and"a maximum of 272 days. The multivariate analysis demonstrated that auditor type,
financial sector affiliation, profitability, and company size significantly reduced the time needed

to finalize audit reports. Conversely, the type of audit report and leverage were found to

significantly extend the audit completion time.
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In another related study, the focus was on audit report lag among publicly listed firms in
Bangladesh™. This research aimed to determine factors affecting the promptness of auditors'
reports for Bangladeshi firms. The study, which also sampled 87 registered firms, observed that
the average duration for completing an audit was 101 days, with a range from 14 to 272 days.
Multivariate analysis indicated that auditor experience, financial sector involvement, profitability,
and company size significantly reduced the time taken to issue audit reports. H@he type

of audit report and leverage were associated with longer audit durations.

A related study examined the factors influencing audit report lag in gn financial statements
for companies listed on the Tehran Stock Exchange. The rese@ found that the lag in interim
financial statements has been decreasing over time. Si I@n‘[ relationships were identified
between audit report lag and variables such as firm ’bﬁnancial leverage, type of audit report,
ownership structure, and profitability”. ®%

)

c,)\
2.3.2 Examine the Effect of tl\Qgi\dit Committee on Audit Report Lag
Another study explore Q%ard of directors, audit committees, and auditor characteristics
impact the timeli@&%? ancial reporting for Indonesian listed companies. Utilizing panel data
from 218 ¢ ies between 2006 and 2008, the analysis revealed that factors such as board
size, bge/g/shareholding, multiple directorships, and board tenure significantly affect the

timeliness of financial reporting”.

A separate investigation found that audit report lag was significantly longer for clients formerly
audited by Andersen compared to those who switched from another Big 5 predecessor auditor for
the fiscal year ending December 31, 2002. The study also showed that clients who voluntarily
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changed auditors experienced only slightly longer audit report lags compared to those who did
not change auditors. Moreover, ex-Andersen clients who followed their Andersen partner to a

new firm had shorter audit report lags compared to those who did not follow their partner®?.

In another study, the impact of internal audit function quality on audit report lag was examined

using surveys and questionnaires. The findings indicated that factors such as obj
competence of the internal audit function were significantly associated with shc@ dit delays,
whereas the size of the internal audit function did not significantly affect@ion of the audit.

Companies where internal auditors worked cooperatively with ind auditors experienced

shorter audit report lags®®. Q

Q

Historical research on audit lag in Nigeria, involving,ﬁ&@ompanies, used both univariate and
multivariate analyses. The study found audit dela ging from 16 to 284 days, with Nigerian-
listed companies taking an average of four %beyond the balance sheet date to present their
audited accounts. The research indicaf@l\lﬁ

\ actors such as profitability, total assets, total debt,
total equity, audit fees, and indu@pe did not significantly impact audit delay®'.

A similar study analyﬁéb sample of forty-five audited financial statements from listed
a

companies. Desc@%’

findings revthat, on average, it takes 141 days for financial reports to be completed after

d inferential statistical methods were used to evaluate the data. The

the ﬁk{lgéar-end. The earliest completion time was 31 days post-year-end. The study
highlighted a link between the timeliness of corporate reporting and whether a company is
affiliated with a foreign entity. However, no significant correlation was found between the

timeliness of financial statements, business complexity, and business leverage’.
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In another study, substantial audit report delays were observed across various municipalities.
Factors such as strong political opposition to the mayor, mayoral re-election, population size, the
presence of internal accounting teams for accrual accounting, audit remarks, and the size of the

municipality were found to significantly influence variations in audit report lag®.

Another research effort focused on the relationship between audit delays and&ompany
characteristics in Nigeria. This study, which sampled 20 quoted companies ove@ eriod from
2009 to 2011, used ordinary least squares regression for analysis. T resgl'{s indicated that
multinational connections, company size, and audit fees are signi determinants of audit
delay in Nigeria. The audit report lag for Nigerian companies rn a minimum of 30 days
to a maximum of 276 days, with an average delay of 6pgimately two months beyond the
balance sheet date before reports are presented to sh@’bders at annual general meetings®:.
(&
O
)
N\

Additionally, a study on audit repo@&gcjnd auditor changes for firms listed on the Tehran Stock
Exchange used correlation é@lultiple regression methods to test hypotheses. The data,
collected from financia Qmen‘[s of Tehran Stock Exchange-listed firms between 2002 and
2010, showed th(.f%(l\i e, type of audit report, and changes from audit organizations to private
audit firms %@ﬁcanﬂy affect audit report lag. However, no relationship was found between
audit &ag and financial leverage, profitability, or changes from one private audit firm to
another. The study suggests that Iranian auditing regulatory bodies should assess the quality of

work performed by private audit firms®*.

A previous study analyzed how company characteristics affect the timeliness of financial reports
in Nigeria, using annual reports from 61 companies over a ten-year period. The data were
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analyzed using Ordinary Least Squares (OLS) regression. The study found that the age of a
company is the most significant factor influencing the timeliness of financial reports.
Additionally, it was observed that financial reporting timeliness varied across industrial sectors,

with the banking sector being notably more prompt in reporting than others®.

Further research investigated the relationship between audit report lag and non-a%ervices,
using a sample of 260 firm-year observations from financial reports of N \@ and public
companies covering 2004-2005. The study found that non-audit servic arecﬁsociated with a
reduced audit report lag, though this effect is realized in a sub t period rather than

immediately in the year the services are provided. The results@oate that firms receiving non-

audit services from their auditors benefit from knowled@overs, leading to a shorter audit

report lag in later periods®. b(b
°
° @

Another study examined audit rep&f@ for companies listed on the Nigerian Stock Exchange
from 2008 to 2011. The an%@which covered a pooled sample of 60 firms across various
industries, revealed that c any age and total assets significantly impact audit report lag in
Nigeria. Howeve@%}p y size and changes in auditors did not show a significant relationship
with audit r @ag. The study suggested increasing the sample size and extending the period of
invest tgl for future research. It also recommended that policymakers address audit report lag

to enhance investor confidence and facilitate timely investment decisions'.

Additionally, a study explored the impact of corporate governance on audit report lag in Nigeria,
focusing on the size of the board, audit committee independence, and audit firm size. Utilizing
time series and cross-sectional data from 2007-2011, the study examined 40 manufacturing
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companies from a total of 120 listed on the Nigerian Stock Exchange. The analysis, which
employed descriptive statistics, correlation, and Ordinary Least Squares regression, found that
board size, audit firm quality, and firm size significantly influenced audit report lag. However,
the objectivity of the board and the number of audit committee members did not have a major

impact on the timing of the annual audit report release®.

>\
Another study explored the factors influencing annual audit lag in Malaysia, a @g data from
approximately 100 registered firms listed on the Kuala Lumpur Stock %aqge between 1996
and 2000. The study tested eight hypotheses related to audit dela Quding factors such as
company size, sector, income level, presence of unusual items@it opinion type, auditor level,
accounting period end, and risk level. The findings indi(@@at audit report delays are notably
longer for firms with accounting years ending on d%’bher than December 31, those receiving

qualified opinions, non-financial sector c, firms not audited by Big Five firms,

companies with negative earnings, and-t@rith higher risk®.

Another investigation examine\Q% relationship between independent auditors' reliance on
internal audit reports a@%ﬁ committee characteristics on audit report lag. The study,
conducted using q@naires distributed to 87 audit firms listed on the Amman Stock
Exchange for&gégr 2009, found that an active audit committee enhances confidence in the
internal a@%s work and reduces the extent of external auditors' work, leading to shorter audit

N

report lag’'.

A separate study analyzed the impact of audit-related factors on audit report lag among 171
Egyptian listed non-financial companies, using Ordinary Least Squares (OLS) regression. The

results indicated that managerial ownership significantly reduces audit report lag®2.
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Additionally, research into the Australian context found that audit committee members with
financial expertise, prior audit committee experience, and independence are linked to shorter

audit report lag®.

Previous studies revealed the connection between ARL and discretionary report lag and analysts'
prediction error in Korean companies. The consequences of the empirical analysis d%sed that
ARL is related to analysts' forecast error, which rises as ARL rises because t growth in
information inequalities. The study further observed that analysts’ forf&gﬂﬁr and ARL are

positively associated with companies with long auditor client relati%@

A researcher employed the principal-agent relationship comn o find the bases of audit report
delay among Palestinian enterprises registered on the ’@Line stock exchange (PSE). Base on
the principal and agent relationship theory, eight ptions were tested on 46 selected annual
financial reports of registered firms on the Sg‘Qw results of the study disclosed that the lag in
issuing annual financial reports is de@\fe by the number of persons serving on the board,
how complex the organizaticma@cture is, audit committee presence, and structure of the

firm's ownership. The res@ employed multiple regression analysis to pinpoint the influence

of a group of entetprise features, possession structure variables, and company governance
group \ p pany g

instruments%.e

Furthe\{tgles investigated the audit report lag (ARL) in statutory audits. The ARL is found to
be shorter in large companies, when profit figures are positive, in financial service companies,
and when the audit firms are large. A longer ARL is found when the audit report is qualified and

in the absence of an extraordinary item®.
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Another study investigated the association between audit report lag and audit quality for the
Saudi listed non-financial firms in 2018. By measuring audit quality with audit reputation and
audit firm specialization, the findings indicate that Saudi listed firms take on average, 74 days to
issue their audit report from the end of balance sheet date to the signed audit report date.
Moreover, the empirical findings illustrate that audit reputation, audit firm specialization, and
Audit committee financial expertise are associated negatively at different si Q% levels.
Based on the limited literature examined audit reputation, audit firm specialization and audit
committee in the Saudi environment, the current study would add a co@ion by exploring the

impact of such factors on audit report lag in one of the Gulf coufrie%mely Saudi Arabia °°.

In Palestine, where studies carried out employed agenc§®y to identify the determinants of
the audit delay among Palestinian companies liste@%alestine Stock Exchange (PSE). The
result of the analysis demonstrated that the as{@’g)rting delay is influenced by the board size,
corporate size, status of audit firm, oo\ complexity, existence of audit committee, and
&

ownership dispersion®. Q

Closely related to this st%@other research work which also explored the influences of late
issue of company a\n{{' udit reports in Egypt. The study examined 85 enterprises registered on
the Egyptian ocgeg(change. The results specified that ARL for each of the 85 sampled firms
has the l%%terval of 19 days the most intervals of 115, and an average of two months to
complete “an audit of registered businesses on the stock exchange of Egypt. The Regression
analysis also indicated that the independence of the board, CEO dual-role, and the presence of an
audit committee considerably have an impact on ARL. However, the concentration of ownership

was found to have less influence on the delay in issuing company annual reports®?, *’.
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A vast majority of work has also examined the effects of board size, audit committee
characteristics and audit quality on audit report lag (ARL) of listed banks in Nigeria. Using a
sample of 14 banks, the study covers a five year period from 2008 to 2012. The findings of the
study based on robust OLS model reveals that audit quality represented by the Big 4 firms has a
significant impact on ARL. Board size, board meetings, total assets as well as board gender also
have significant positive associations with ARL. However, the study is not % find a
significant relationship between audit committee size, risk management ¢omiftittee size and
board expertise on ARL. Generally, shareholders should maintain the@big 4 so that report
is presented at the right time to enhance confidence of the stakeholdets as well as regulators. The
current study is limited to few corporate governance cha@l ics of the listed banks. Other
potentials variables such as Company complexity, e %Qleverage and IFRS complexity is not

included and beyond the scope of this study. heifb; usions could have given clearer picture of

the determinants of Audit Report Lag in N@ listed banks®®

Most studies revealed the impact éﬁlership characteristics on audit report lag in Malaysian
listed companies. The st@ed secondary data obtained from annual financial reports from
2007 to 2009 of two hundréd and eighty-eight companies listed on Bursa Malaysia. Multiple

[ ]
regression result< slbwe that managerial ownership had a positive significant effect on audit

report lag®, 6

Q
Anothéﬁthor examined empirically the relation between two dimensions of auditor quality,
namely, auditor industry specialization and auditor reputation and the audit report lag. This study
finds a negative and significant association between industry-specialist auditors and audit report
timeliness. Companies audited by industry-specialist auditors have shorter audit delays, also find

evidence that Big 4 auditors perform significantly faster audit work than their non-Big 4
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counterparts. The results show that firms with many subsidiaries and firms experiencing poorer
financial performance are found to be associated with longer reporting delays. Moreover, audit
report timeliness is found to be faster for companies in the low-profile industry sector and owned
by family members. This study provides further empirical evidence on the relation between

auditor’s quality and audit report lag using data from a different domestic setting!®.

>\
Another research compared the perspectives of both external audit clie@?sd auditors
themselves with respect to the nature and significance of two behavig@gé[ors, the client-
auditor working relationship and auditor accessibility, which h en identified in the
literature as affecting client-initiated auditor changes. A m methodology was employed
using both online questionnaires and semi-structured int&@s. On the part of audit clients, a
questionnaire was sent to a random sample of 35@’hta-based companies, out of which 74
responses were received. Seven of the cos@’g also backed up their responses with an
interview. On the part of practitioners,a&*&ionnaire was sent to 668 warranted auditors, out of
which 124 responses were receive@&car of these practitioners also backed up their responses
with an interview. Both u@nd clients recognize the importance of clients establishing
sound working relation &with all auditing parties - such relationships to include elements
.
such as mutual trﬁt,}u’\ﬂi or objectivity and competence - but particularly with the audit manager
(as per clie d audit partner (as per auditors). Both parties also attached high importance to
auditoﬁic%ﬁsibility, this mostly signifying being ready to offer their clients immediate help
whenever necessary. Clearly accessibility is not determined by physical presence as much as
auditors think, but by each party being reached and responsive with ease, more so during office

hours, and increasingly by e-mail. Auditors seem to be more focused on abiding by professional

standards, while allotting less importance to other attributes evidently more appreciated by
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clients, such as personality ones including communication skills. Auditors have to work more on
the non-professional aspects of both behavioural factors if they are to secure a higher probability

of being reappointed!®!,

Another examination done previously also revealed elements that contribute to delays in the
passing of annual audit reports in Turkey. The audit report lag is measured as the number of days

that passed starting from the company accounting year-end to the date the au il@gn is signed

by the auditor. The study examined 508 selected companies registered he™Borsa Istanbul in
2013. The findings of the study indicated that corporations that e income, that have a
standard for expressing an audit opinion on financial statem arly is associated with audit

report lag. Audit firm and leverage studied as a variabl gfound not having closeness with

audit report delay!‘2. gb

Another study examined the firm- spec1ﬁc eristics commonly studied as the determinants
of audit report delay using evidence %ted firms in Nigeria. The method used is pooled
regression analysis, using data, c;&ged from annual report and accounts of Nigerian listed firms
from 2012 to 2016. The @%ent variables examined are firm size, firm complexity, financial
leverage, firm per@nce, and external auditor type. Earnings management, industry
classification, geﬂit fees were used as control variables. The results of the analyses show that
of all the é&les, only external auditor type has a positive and significant effect on audit report
lag. Firm'size, firm complexity, firm performance, industry classification, and audit fees have a
negative but insignificant effect on audit report lag. Financial leverage and earnings management

have positive but insignificant effects. The study recommends that regulators should consider

specifying time limit on accounting reporting to reduce audit report delay®.
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A previous research examined the effect of board of directors’ characteristics and ownership type

on the timeliness of financial reports. The sample comprised of 68 firms listed on the Amman

Stock

Exchange (ASE). Data obtained from annual reports and accounts for the period 2011 to 2015

were analyzed using multiple regression technique. The results revealed that mOanagerial
=

ownership had a no significant negative effect; while, foreign ownership had a ETQ ffect on

C

A number of studies revealed the extent to which corporate gov affects audit fees and

timeliness of reports!®.

audit independence. The study was conducted using three firms and twelve insurance
companies in Jordan. Primary data for the study were sc@rom questionnaires administered

to respondents in the selected insurance companies %adit firms. The result obtained from the

regression analysis revealed that corporate gs@e exerts a significant positive influence on

audit independence and audit fees'%*. &
&

Another research conducted a st o determine the effect of managerial ownership on audit
report lag. The study us@ndary data; obtained from annual reports and accounts for the
period 2012 to 2010\‘% collated data were analyzed using multiple regressions. The results

showed that rr%egeﬂal ownership had no significant effect on audit report lag!'®.

Anoth%g%iderable research carried out in the past examined the effect of audit tenure, audit
quality, and Non-Audit Service on audit report lag (ARL). The authors will test how the
influence of industry specialization auditor moderates the relationship between tenure audits with
audit report lag and test how the influence of auditor specialization industry moderates the

relationship between audit qualities with audit Report lag on banking companies in Indonesia.
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This study uses secondary data derived from the annual financial statements of listed companies
listed on the Indonesia Stock Exchange between 2012 and 2016. This research uses purposive
sampling method and uses multiple linier regression analysis. The results of this study indicate
that tenure audit has a negative and significant impact on audit report lag. Quality audit has a
negative impact on audit report lag. Non-audit services have a negative effect on audit report lag.
The industry specialist auditor moderates the relationship between tenure audit Qﬁt report

lag. And the industry specialization auditor moderates the relationship between afidit quality and

audit report lag!'%®. @

Also another scholar in his study titled determinant analysi RL in regional government
departments in Indonesia aimed to find the empirical evi &of size, age, incumbent, opinion
finding, and DAK on ARL. The study interr%% 513 selected government regional
departments in Indonesia spanning from 20@@015. The study discovered that the age of
regional government department and s@ant audit findings influence audit report lag and
however found an adverse relatior@’ggc?n size, incumbent and DAK on delaying on issuing of
annual financial reports f@anies. The study reviewed secondary data obtained from
Examination Result l@ing statistical testing instruments®’.

A number of Studi \ave also examined the influence of quality-oriented independent examiners
and trade@alists on annual audit report delays. The test was executed in three ways, to:
obtain}gof of delay in releasing a financial report from developing markets like Malaysia,
considered the result of auditor specialization on the earliness of auditor’s release of financial
reports and provide further proof on how auditors’ brand ( i.e. Big Six Audit Firms) influence the

release date of annual reports . The study examined all the registered enterprises on the

Malaysian stock exchange using regression analysis and observed that quality audit reduces
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delay in the release of companies' annual financial reports. The variable for the Big Six
independent audit examiners was constantly substantial in all approximations. However, found
mixed results for the industry specialists and variables are only substantial only when the
measure of specialty is based on the charge of audit fees. Hassan for example, evaluated
elements that impact the delay in the issue of company annual audit reports in Palestine. The
study employed the principal-agent theory to ascertain the causes of audi Q% among
Palestinian enterprises registered on the Palestine Stock Exchange (PSE). The aiiffual reports of
46 registered firms on PSE was tested based on 8 assumptions us1ng regression analysis
to ascertain the impact of a group of company features, variable atlng to the structure of
ownership and company governance tools. The outcome of’ gy pointed out that the delay in
releasing company annual audit reports is depen e%@the size of the board, size of the

company, the level of the audit firm, complexiti ompany operations, the presence of audit

committee, and shareholding structure in tl&\apany”.

Existing research has also estab@g?the relevance of audit report lag and its corporate
governance determinants a @hsted companies in East Africa. Descriptive statistics were used
to compare the dlffere t it report lags in Kenya, Uganda, Tanzania, and Rwanda and to
establish the re Va %f ARL in investment making decisions. Pooled regressions were
performed %fufy the significant corporate governance factors in listed companies in East
Arica.*&tudy focused on a ten-year period from 2007 to 2016. The findings revealed that of
the four countries Rwanda had the shortest average ARL, 86 days while Tanzania had the longest
average, 103 days. The most significant corporate governance factors in Kenya were, gender

diversity in the board of directors, frequency of audit committee meetings and the auditor type.

In Uganda, the most significant corporate governance factor was the audit committee financial
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expertise while in Tanzania, the board size and auditor type were the most significant. There
were no significant corporate governance factors influencing audit report lag in Rwanda. The
analysis of Primary data revealed that most investors rely on published financials for investment
decisions, suggesting that ARL could be relevant for investment making decisions. Further
analysis of information collected from the questionnaires revealed that the competence of the
clients’ finance team, completeness and quality of information provided to audit Qé‘lhe type
of the audit report (qualified or unqualified) highly influenced ARL. There i§ ne¢d” for academic
scholars to extend this research by examining other factors inﬂuencin@b in East Africa. The
various regulators and policymakers are invited ensure strict a@%o the codes of corporate

governance to achieve high standards of governance f companies. The boards of

directors’, management and external auditors ar e@ged to focus on prompt financial

reporting because investors in East Africa highl on published financial reports to make

investment decisions. This study acts the fi %ﬁtion for future research by providing empirical
.

evidence on the relevance of audit r@lag and its corporate governance determinants among

listed companies in East Africa\AQ

A considerable researc & past has also examined the features of the audit committee and its
. \'

link with ARL a‘d Bbse ed that the size of the audit committee has an immense influence on

the lag of eports, and audit committee expertise in financial matters reduces the lag of

audit QRO% A multivariate analysis was employed in the study which analyzed 225 registered

companies of Muscat Securities Market between the periods 2013 to 2017. However, the

independence of the audit committee and the number of times meeting are held was found to

have a negative link with ARL in the study'®®,

2.3.3 Evaluate the Effect of Board Meetings on Audit Report Lag
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A previous research sought to ascertain the determinants of audit reports of eleven nonfinancial
firms listed in Indonesian stock exchange. Data for selected companies were obtained from
annual reports and financial statements for the years 2008-2014. The result of the logistic

regression showed that corporate governance indicators like ownership structure, board meeting,

S\

In addition, a previous work examined the determinants of audit report lag, w i zthe number

and institutional ownership do not significantly influence audit report lag'®.

of days from a company’s fiscal year-end to the date of its auditor’s@ »’by synthesizing
extant literature. Audit report lag has been a variable of interest in_m dies due to its use as
a proxy for the occurrence of auditor-client management neons and audit efficiency and
because long audit report lags delay the release of eamir@@maﬁon to the market. The study
used meta-analysis to examine commonly identiﬁedé@ctors of audit report lag to determine if
the prior research provides a consistent portn@rgudit report lag drivers. The study finds that
a number of variables relating to clien@tability and financial condition, client complexity
and audit opinion modifications ir@::? audit report lag. In addition, audit report lag decreases
with client size, when cli n@ positive earnings news to report and when the auditor has

Qaudit services. Several variables, such as those relating to corporate

long tenure and provides n
2
governance and ari&ls atditor characteristics, have been little explored and would benefit from

future resea

Q
Moreoé,/a previous study by another scholar demonstrated whether the clients of a merged
audit firm have shortened report lag, increased audit fees, or reduced audit quality following the
merger. This paper reports that clients of the merged firm have shorter audit report lag post-
merger in the property industry in which the merged firm subsequently obtained more than one-

half of the market share. Simultaneously, the evidence does not suggest that clients of the
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merged firm are charged higher audit fees or provided with lower quality audits after the

merger!'!!,

In another study, where a research work by another author investigated the correlation between
corporate governance mechanisms, reflected independent commissioners, audit committee and
audit tenure to audit report lag, and the audit complexity has able to moderate the%tionship
between corporate governance mechanisms to audit report lag. The results of t@%dy indicate
that the audit committee and audit tenure have a negative effect on it report lag, but the

independent commissioner has an insignificant effect on audit re . Audit complexity is

proven to increase audit report lag as an increase audit commit@.

Q

To indicate the main determinants of audit report lag, }ﬁbrch study applied a meta-analysis to
test these determinants. The findings presented udit opinion and audit season variables
increase audit report lag, whereas Big 4 %ﬁon, non-audit services, and auditor tenure
decrease audit report lag. Among th\é_%gxp ate governance determinants, the existence of a
financial expert member on .alq%lt committee, and ownership concentration, reduce audit

report lag. Finally, an a@%ion of firm-level characteristics reveals that firm complexity

increases audit repen‘b@swhereas profitability reduces it!!3.

Ina previouﬁanture, where another scholar examined the association between audit report lag
(ARL»{h/géngth of time between the fiscal year end and the date the auditors’ report is signed,
and client industry homogeneity, a measure of the similarity of operations of members of an
industry. Regression models are used to test the significance of industry homogeneity on the
ARL, of specialists in homogenous industries on the ARL, and the completion of the audits of

homogenous industry clients in the year of tightening Securities and Exchange Commission
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(SEC) filing deadlines. The evidence suggests that auditors complete audits of clients more
quickly in more homogenous industries. The association between ARL and homogeneity is
negative, which indicates that auditors are more efficient in audits in homogenous industries. The
association between ARL and specialist audits in homogenous industries is also negative. Finally,
homogenous industry audits are better able to be completed by the compressed yg dates

imposed by the SEC on accelerated and large accelerated filers in 2003 and 2006“Q

Another study carried out by another scholar analyzed the factors ﬂ%&gct an auditor’s
efficiency in completing the audit process proxied by audit repo “Ihe results showed that
partially variables of the audit committee effectiveness a@o itability had a significant
negative effect on audit report lag while the variable ﬁna§®ndition had a significant positive
effect on audit report lag. Meanwhile, variables of tl@’bounting complexity, auditor reputation,

audit tenure and auditors’ industry specialis{@%d not show significant influence on audit

report lag!’. \g\&

Another previous work considquhe associations between audit firm attributes and audit

quality-specific indicato@study reviewed 71 published papers from 1992 to 2017. The
study aims were to-i\\?é;gate the relationship between audit firm attributes (i.e. audit firm size,
non-audit serwiceSy”auditor industry specialization and auditor-client tenure) and specific
indicators@ndit quality and also test whether these relationships are moderated by a set of
other fab’ors like legal system and US versus non-US settings. — The study found a significant

positive relationship between all audit firm attributes and audit quality''®.

Another scholar investigated audit committee chair accounting expertise and audit report

timeliness. The study analyzed a sample of 129 firms in 2015. The study objective was to
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analyze the association between the ACC expertise and ACC tenure with the ARL of companies
in the Main Market of Bursa Malaysia. Results of the study revealed an average of 95 days is
required by the companies to conclude their respective audit reports. ACC with accounting

expertise enhanced the ARL, whereas AC overlap, and AC independence did not reduce the

S\

Previous work by another researcher examined audit reporting lag and regulatc@lnpliance in

ARL?.

listed financial services firms in Nigeria: A cross-sectoral evaluatiopfwas™dsed. The study
employed ex-post facto research design and analyzed secondary d Qm 2012 to 2018. The
study objective was to comparatively evaluate ARL across@ sub-sectors of the financial
services sector in Nigeria. The findings showed that ave&ggRL differed significantly among
the Banking, Other Financial Institutions, Insurancé%Mortgage sub-sectors of the financial

services industry in Nigeria (F (3,38) =4.990@5), on which basis the study concluded that

ARL in the four sub-sectors are signiﬁc@differen‘[, with strong implications for sub-sectoral

Previous literature exami %ether audit committee ownership affects audit report lag. The

stock performance!!”.

results shows that m@mmittee ownership increases audit report lag. The results are robust to

endogeneity ¢ c&é emanating from firms’ deliberate decisions to grant shares to the audit

committe&bers1 18,

234 }{amine the Effect of Auditors Type on Audit Report Lag.

Recently, another scholar examined the effect of the audit committee and internal audit on the
audit report lag and examine the relationship between the audit committee and the internal audit

moderated by the size of a public accounting firm. The results shows that the audit committee
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influences the audit report lag while the internal audit has no effect. The size of a public
accounting firm successfully moderated the relationship between the audit committee and audit

report lag but failed to moderate the relationship between the internal audit and audit report lag!'®.

A further investigation was done to show the effects of individual auditor characteristics on audit
report lag. These include gender, a master’s degree, and accounting major. Audit re lag is the
natural logarithm of the time between the fiscal year-end and initial audit re @ s. Results
suggest that auditors holding a higher degree or majoring in accounting afe negatively related to
audit lag. Furthermore, there is no trade-off between report lag and quality. That is, audit
quality is not compromised when auditors hold a higher degr the audit report lag is short.
Similarly, audit quality associated with auditors who m '@in accounting does not decrease
with shorter audit report lag. This study is a res@(bto the call from academics for more

research about individual auditor characte@esults may have policy implications for

investors, academics, and regulatory aut@sm.

A study was carried out in the.p\Q%determine whether the audit fees is a determining factor of
how long it takes to Q@Q the audit report (audit report lag). Thirteen manufacturing
companies in the.i\&ial sector were selected for the study. The descriptive statistics,
Hausman test%&pfnel regression were used for data analyses. Results showed that audit fees
had a neg%r\bout insignificant effect on audit report lag. It was recommended that firms should
get an optimal amount for audit fees to ensure they do not spend more than necessary while not

compromising audit quality'?!.

Past study investigated the interaction of audit reporting lag and firm value in Nigerian beverage

and food companies. Audit delays lead to the late publication of financial statements, enhancing
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the information asymmetry problem, and affecting firm value. The study obtained the data from
annual reports of 10 listed companies for five years. The Generalized Method of Moments
(GMM) estimation is used to analyze the data. The results suggest that audit delays do not affect
the market value of a firm. Previous studies mainly focus on the relationship between corporate
governance firm characteristics, and audit reporting lag in Nigeria. To the best of the knowledge
of this study, the impact of audit delays on firm value in Nigeria is yet to be ade Q&plored.
The finding may help statutory bodies in reducing the period of financial reportifig. The results
may also help firms improve their performance and promote an e@%nent that may give
investors’ confidence. This study has focused on the food and V@S%tor in Nigeria. Future
®

studies can be undertaken in other sectors which may brin insight to the issues related to

financial reporting lags'?2. &Q

Past research revealed the influence of firm s{@ fitability, solvability, and size of the public
accounting firm on audit report lag (AR{& e object of this research is mining firms listed on
the Indonesia Stock Exchange ( (jfor the 2015-2018 period. Samples were chosen by
purposive sampling meth d,@econdary data with 96 samples, and applies multiple linear
regression for data anal &he finding of this research indicates that the solvability and size of
public accountin@ influence the ARL. However, firms' size and profitability don't influence
the ARL. T lication of the finding is issuers should pay attention to factors that affect ARL

SO that\&s are not subject to sanctions due to delays in the submission of audit reports from

Financial Services Authority (OJK)!?3.

Few studies has also investigated the effect of audit client size and its financial performance on
audit opinion in the Egyptian audit market. A few studies have investigated the association

between these factors in the audit context, especially in African developing countries. Data are
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manually collected from the annual financial reports of firms registered in the Egyptian Stock
Market, focusing on a sample of EGX 70 from 2012 to 2016, and binary logistic regression is
used in data analysis. We found that the company size is insignificantly, positively, related to a
qualified, rather than an unqualified, type of audit opinion. In contrast, the client's financial
performance has a significant but negative relationship with the qualified type of audit opinion.
This study provides insights for managers and investors in developing countri Qun erstand

and perceive audit opinions in these contexts'?*, <

¢\

An investigation into the association between audit report lag and @quality for the Saudi
listed non-financial firms in 2018 was carried out by me@ng audit quality with audit
reputation and audit firm specialization, the findings i @ that Saudi listed firms take on
average, 74 days to issue their audit report from the@f balance sheet date to the signed audit
report date. Moreover, the empirical ﬁn&{@ lustrate that audit reputation, audit firm
specialization, and audit committee ﬁni\Q'\Asl expertise are associated negatively at different
significant levels. Based on the‘éﬁc?ed literature examined audit reputation, audit firm
specialization and audit §r® in the Saudi environment, the current study would add a

contribution by exploring ‘tHe impact of such factors on audit report lag in one of the Gulf

[ ]
countries, namel;{ Saudi Arabia!?.

A researc%réplored the relationship between reducing audit report lags and divining integrated
ﬁnancb(eport governance disclosures: should ASE directives be more conspicuous? The study
examined Jordanian bank annual reports from 2014-2016 using a multivariate regression to
achieve the study objective. The objective of the study is to explore the relationship between
Amman Stock Exchange (ASE) Governance required disclosures based on auditors’

determinants on the audit reporting lag (ARL) to construct an Integrated Financial Report (IFR).
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The study found a positive association between the exogenous variables in the model as a whole
and ARL and Audit reporting lag is influence by type of Audit Company and audit report

committee!2°.

A previous study examined the determinants of audit report lag in Spanish SMEs, and to analyze
the potential singularities of these factors with regards to non-SMEs. With this aim ig&nd, a set
of factors has been analyzed in the previous literature, a relationship has been d between
these factors and the characteristics of the audited company, the audito@ghg audit exercise.
Additionally, the possible influence of financial crisis and recove Qods is analyzed. The
sample analyzed is made up of 3217 unlisted Spanish firms 1@6 years 2008-2015. Multiple
linear regression analysis is used, modelling the aud%& lag based on the independent
variables related to the characteristics of the audited@%any, the auditor and the audit exercise:
Based on the results obtained, the study c@rg)rt the existence of differences among the
independent variables responsible for%\h\' it report lag based on company type (SME/non-
SME), with a larger number of fac%ﬁ'gpacting the audit report lag in SMEs. It is worth noting
the significant relationship b@en audit report lag and opinion and crisis variables, both for the
SME and non-SME §$ In the case of SMEs, links between audit report lag and the
likelihood of ba@z, auditor type, number of economic activities carried out by the audited
company, t stry to which the audited company pertains, and audit fees were also observed.
Furthe>\c% the study can conclude that audit report lag is greater in SMEs and that the
independent variables explaining report lag differ according to whether the company is an SME

or not!?’.

Previous study investigated factors determining audit fees in Ethiopian private banks, with

specific emphasis on how the client size, client profitability, client complexity, audit risk, audit
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firm size, audit tenure and audit report lag impact on audit fee. This was informed by the fact that
most research on audit fee models has been done in developed countries while little study is
available in developing countries like Ethiopia. The study was based on a sample of 10 private
banks covering a time period of nine years from 2009 to 2017 (90 observations). The data
employed in this study was secondary data from annual reports of the banks. Panel data
regression analysis based on fixed effects model was used in the analysis of the Qﬁs in this
study. The panel fixed effects regression result’s coefficient of determinati was 0.6349
implying that 63.49% of the variation in audit fees is explained by @iables in the study,
while 36.51% of the audit fee variance is explained by the e tésm. The results of the study

indicated that the amount of audit fees is significantly influ y client size, client complexity,

and audit tenure. However, this research reveale l@ere was no significant relationship

between audit fee and client profitability, audit fi e, audit risk and audit report lag'?%.
Another author examined the effect ofs erial stock ownership and audit fee on audit report

N\

lag of quoted manufacturing firms %{caeria. The ex-post-facto research design was adopted for
this study. Study data co rf.@kpanel data from thirty-nine quoted manufacturing firms in the
conglomerates, consumer goods and industrial goods sectors spanning through 2011 to 2019
financial years. @ﬁ ent variables were managerial stock ownership audit fees and audit
quality whi%ﬁt report lag served as the dependent variable. The study controlled for board
charach\igacs (board size and independence), moral hazards (ratios of PPE and operating
income to sales), risk (Altman’s Z-Score) and firm characteristics (firm size, profitability and
leverage). Data analyses comprised descriptive and inferential statistics. Inferential statistics

employed were Pearson correlation and multiple panel regression. The study concludes that there

is significant interaction among managerial ownership, audit fees and audit report lag. It was
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recommended amongst others that the auditor-client bargaining process should elicit optimal
audit fees that would maintain professionalism for auditors and timeliness for the firm and its

stakeholders'?°.

Accordingly, another study tried to explore the impact of auditor industry specialization (AIS) on
the relationship between audit firm engagement tenure and audit report lag (ARL)'32 \The study

is motivated by the public demand for timely release of financial informatio e ongoing
e;n

debate on mandatory auditor rotation. To achieve the broad objective, &1 ination of the
following specific objectives are critical; One (1) to establish the rel ip between audit firm
engagement tenure and audit report lag, and two (2) the i t of AIS on the association

between audit firm engagement period and ARL in G@he study adopted the regression

model used by 3. gb

The researcher further used secondary dat % selected enterprises listed on Ghana’s Stock

Exchange. Following the analysis an %{%Pp

among others that, a substantxaL@ave correlation exists between short-term audit tenure and

etation of the research data, the study discovered

audit delay implying thatsh rm audit tenure increases audit delay. It was also found that, the
correlation between ﬁ% delay and return on assets was insignificant and that a substantial
negative com%gn/emsted between audit delay and leverage. The study also discovered a
substanti ’bmve link between audit delay and firm size and that both regression models were
not s1gh{cant. The study established that AIS at the city, national and city-national levels does
not moderate the relationship between audit firm tenure and audit report lag. The study
recommended to companies to rotate their auditors every 6 years to improve the independence of
auditors, reduce ARL and also comply with the requirement of the company’s Act 2019 (Act

992). The study further recommended that companies should engage the services of auditors
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based on fees charged and quality of audit work. The study provided detailed information for

selecting an auditor in Ghana!'>.

The section conceptualized relationships between Client size and A!@ﬁyort lag as depicted

below in Figure 2.1. %

2.4 Conceptual Model Model Specification

Independent Variable “D?pendent Variable
AV
CLIENT SIZE @DITORS REPORT
DETERMINANT ’b LAG

S

Date of Audit Report
Auditors Type
O
r’s Sketch

2.5 \Wiew of Gap in the Literature Reviewed

Source:

To ensure an organization's transparency and accountability, financial reporting must be
completed on time. Research in accounting and auditing has been interested in the concept of

audit report lag, which is the interval between the end of a company's financial reporting period
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and the publication of its audit report. The association between client size and audit report lag is,
nevertheless, a considerable gap in the literature. Our comprehension of how a client company's
size may affect the length of the audit process and, consequently, the prompt delivery of audited

financial statements is limited by this gap.

Although, there are numerous research work that has been done in this area. This studyidentifies
some gaps in the literature based on the past studies in this area. Vario itions and
measurements of customer size were used in earlier studies, which akeci challenging to
compare and generalize the results. The size of a client can be det d using variables like
total assets, revenue, market capitalization, or personnel coun@ synthesis of research results

is hampered and the ability to demonstrate a clear assoc@s constrained by the absence of a

uniform definition. b’b

Methodological limitations: A number o }Qgt studies have used small sample sizes or

restricted study methodologies, which@‘h e made it difficult to fully capture the intricacies

and wide range of client size and@bosition features.

Contextual Factors: Th kbonship between client size and audit report lag may be influenced
[ ]
by contextual fa@i\g\t as the industry, regulatory environment, or audit firm characteristics.

However, t% jority of prior studies have not accounted for these factors comprehensively,

potentiallyNéading to incomplete or inaccurate conclusions.

However, few studies have been done in Nigeria in relation to this exact topic and these studies
did not really incorporate other vital variables that affect audit report lag auditor’s size, board
size, board meetings and external auditor type. Therefore, this study will be the first research
work to make use of these other vital variables. Also, the common denominator of most of these
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empirical studies is the use of cross-country panel data to investigate the relationship between
client size and audit report lag in different countries and among different firms. This trend has
been criticized in the contemporary literature, particularly because of the observed heterogeneity
among countries. Hence, any potential inference drawn from these cross-country and cross firm
studies provides only a general understanding of how the variables are broadly related, and thus
offers little guidance for policy formulation in a specific country. Therefq Q&s more
advantageous to conduct studies of individual countries, since this approach, allgWs one to take
into account, Country-specific characteristics, such as structural chan@ices sector policies,
trade patterns and exogenous shocks that are peculiar to that ¢ @n the light of the above,

this study will contribute to the existing debate on the effe@ ient size determinants on audit

report lag in Nigeria. b
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Chapter Three OQ
Methodology 1\ “

This chapter provides the details of the methodological issues%ding the description of
theoretical framework, model specification, definition of® 1ables, variable measurement

apriori expectation, estimation technique, data requirerpg%m source.

3.1  Research design @%

An explanatory research design by th&«a her to explain ideas and opinions on audit report

lag and its relationship with the @1% and other subvariables. The choice of a case study was

to further explore the res@}blem and the accessibility to data.
3.2 Populati@

The study tion was currently the twenty two commercial banks in Nigeria. Out of which
only f(melected banks, namely, First Bank, Access Bank, Stanbic Bank and Guaranteed Trust
Bank are used as sample size, which is about 18% of the population. This is based on Data

accessibility and random sampling.

3.3 Sample and Sampling Techniques
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The researcher used Time Series for the analysis of secondary data collected from the annual
reports of these selected Deposit Money Banks spanning twenty one years from the period 2001-

2021.
34 Description of Research Instrument

Secondary data was sourced from the annual reports of the case study. Also Da @amered

from research articles written by other researchers, Data archives, Books, Joutnals €tc.

3.5  Validity and Reliability of Research Instrument. Sec ata was used in the
sense that, qualified and professional auditors have carried o k on the data using different

processes as approved by the Stock exchange Commissi% :

b’b
3.6 Method of Data Collection \be

The data required for this study was sel\@sy data that are sourced from the annual reports of
the Web pages of selected Depos@é&ey Banks in Nigeria. Others include books, journals,
articles etc. The geographi i ocation covered by this study is Nigeria. All twenty-two
commercial banks oper @currently in Nigeria constitute the study population. However, the
scope of this s@

Guaranteed @‘Bank as a case study. The study covers the period from 2010 to 2021, a period

n the relationship between audit report lag and client size using
spanni}ggélve (12) years. The study makes use of secondary data extracted or compiled from

the annual report of the Guaranteed Trust Bank and the variables are used for the analysis of the

study.
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The Variables, Measurement, and A priori Expectation

Variables Denotation Definition and measurement .
T etical

C%ectation
, N

Dependent  Audit report lag Audit report lag is the period of completi n\ﬁj
variable (arl) the audit of financial statements bas &he

difference between the end date ijlscal
year and the signed date on udit report.

This is measured quantita in the number

of days producing th

ength of time required

to obtain an ind

i al financial statements

ident auditor's report on

the compa

Independent Client size (cs) Clien‘E is the book value of total assets

variable ushﬁ%& ndtural log. The study, therefore,
red the size of the client as log total .
° ) ) ~ Negative
sets. Based on previous studies, it is

QQeXpected that an increase in client size will
-@ lead to shorter audit report lag.
S

t The size of the audit committee determines
,b mittee size the effectiveness of the committee’s ability to
\% (as) discharge its responsibilities. However, in
Nigeria, Security and Exchange Commission
(SEC) is required under section 359 (3 & 4) Negative
of the Companies and Allied Matters Act
(1990) to provide six members for the audit
committee size, which comprises three

directors and three shareholders. Auditor’s
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size has a negative effect on audit report lag

Board size (bs)  Board size is the number of directors on the \
board which is inclusive of the CEO and

Chairman for each accounting year. This will ‘
egative

include outside directors, executive divégtors,

and non-executive directors. Boar as a
negative effect on audit report lag.
Board meetings Board meetings are meeti he board of

(bm) directors in order to rﬁ ie firm forward.

Board meetings a%%& g a negative effect Negative
on audit rep
External auditor External a S?&(ngpes are external bodies that
type (eat) auditt %ount of a firm. Dummy variable, ‘
Negative

wh&gﬁ is for companies audited by the Big

, ‘0’ if otherwise.

R\
S
Source: Author’tﬂ@ytation
3.7 l\hﬁlod of Data Analysis: In analyzing the Data, Linear regression technique would be

employed. The Tool that would be used for Data analysis includes E-views, which is popularly

used for time series analysis.
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Chapter Four

Result and Discussion of Findings

All the data collected were secondary. They were collected from the websites of s%Deposit
Money Banks.(Guaranteed Trust Bank ,Access bank, First bank and Stanbic B@considered
the ordinary least square (OLS) regression result on the relationship betw; ngdft report lag and
client size using these deposit money banks from 2001 to 2021. T ter has been divided
into three (3) sections namely; Presentation of Data, Test @yp thesis and Discussion of
Findings. The Presentation of Data shows the data that @ed for the analysis, descriptive
analysis via mean, standard deviation, median, min@, and maximum as well as correlation

analysis to show the degree of linear associa@ng the variables. For test of hypothesis, all

the five hypotheses were tested to kno,&ir significant effect on dependent variable while

discussion of findings shows the 0@ of the hypothesis.

4.1 Presentation of 1)620\
4.1.1 Descriptive A‘sis
C$

Table 4.1 De%ptive statistics of Client's size Indicators and Audit report lag

{a)

. L. \/ Audit report Client's Total asset Board External Board
Statistic . . . . .
lag size (N'billon) size auditor type meetings
Nbr. of observations 80 80 80 80 80 80
Minimum 15.000 3.000 0.014 5.000 0.000 1.000
Maximum 344.000 7.000 8932.373 22.000 1.000 13.000
Mean 75.104 6.000 1326.932 14.039 0.963 6.000
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Variance (n-1) 1964.147 0.320 4088138.147 12.327 0.037 4.907

Standard deviation (n-

1)

44319 0.566 2021914 3.511 0.191 2.215

The descriptive statistics in Table 4.1 provide insights into the audit report lag and various client
size indicators across 80 observations. The audit report lag averages 75.10 days, witha standard
deviation of 44.32, indicating considerable variation, and ranges from 15 to 344 %ent size
has a mean value of 6.00 (SD = 0.57), with a minimum of 3 and a maxt{u of 7, reflecting a
relatively narrow spread. Total assets show substantial variability @a mean of N¥1326.93
billion (SD = ¥2021.91 billion) and values ranging widely .014 billion to N¥8932.37
billion. The average board size is 14.04 members (SD = 3. Q‘;boards comprising between 5
and 22 members. Regarding external auditor type, a@ value of 0.96 (SD = 0.19) suggests
that the majority of firms utilize a specific audi e, with scores ranging from 0 to 1. Lastly,
board meetings are held an average of 6 ti }per year (SD = 2.22), with frequencies varying
between 1 and 13 meetings. These {@gs illustrate the diversity in client characteristics and
audit-related factors within theQéa
N
Q)
C
O

&
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Box plot (Audit report lag)
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Figure 4.1.1: Box plot (Audit report lag). be

The boxplot depicted indicates that the averféguration for issuing an audit report is

o

approximately 75 days, with a considerabkxw» ge spanning from 15 to 344 days. This notable
n

$

diversity, supported by a standard de{ﬁgb of around 44, implies differences in audit efficiency

or complexity among various & s%%institutions
N
¢
O
\®
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Box plot (Client's size)

7T .

6.5 T

5.5

Client's size
w

N O
] . 3

Figure 4.1.2: Box plot (Client's size) er

The boxplot above shows that the clients' size a es at 6 (though the scale isn't specified),
with a narrow range from 3 to 7, indice@ relatively homogeneous client size across the

observations. \C)\
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Box plot (Total asset (&'billon))
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Figure 4.1.3: Box plot (Total asset (N'billon)) %Q

The boxplot above shows mean total asset @ at approximately 1327 billion Naira,
showcasing a vast range from nearly 0.0§0 5932.373 billion Naira. The extensive standard
di

deviation (2021.914) highlights subs{ﬁ%{ ferences in the financial scale of entities within the

R\
&
¢

D
N

dataset.
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Box plot (Board size)

25
23+
21+
19+

17 +

o) 3\
S

S

Board size

S

1 — 3$

Figure 4.1.4: Box plot (Board size) Q

The boxplot above shows the average board siz 'Qout 14 members, ranging from 5 to 22.
This suggests a variety of governance struch@ough the standard deviation (3.511) indicates

moderate variability. o 5&

§
S
O
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Box plot (External auditor type)
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Figure 4.1.5: Box plot (External auditor type) b’b

The boxplots above shows all observatlon§ ¢ same type of external auditor (mean close to

ossible standardization in auditor selection.

1), with a minimal range (0 to 1) reﬂe&a

Qﬁ\
Q)
60
&
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Box plot (Board meetings)
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Figure 4.1.6: Box plot (Board meetings) be

Board meetings

The boxplots shows the entities held 6 board mee ; with a range from 1 to 13. The variability
in the number of meetings (standard de\;@l 2.215) could reflect differences in governance
activity levels. \(—)\
4.1.2. Descriptive Stati?éo%ualitative data)

Bank: The data@es data for 80 observations distributed across 4 different banks. The
breakdown @ a relatively balanced distribution among the banks: Access (22.5%), First

(26.25§Q&fB (26.25%), and Stanbic (25%). This even distribution is crucial for comparative

analyses across these entities.
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4.1.2: Correlation matrix

Table 4.2: Correlation Matrix

Variables Audit Client's Total Assets Board External Board
Report Size (N'billion) Size Auditor Meetings
Lag Type
Audit 1(0) 0.042 0.236 (0.035) 0.191 -0.033 04
Report Lag (0.709) (0.089) (0.771) <0.0001)
Client's Size 0.042 1(0) 0.029 (0.800) 0.059 -0.120 -0.154
(0.709) (0.606) (0.3{)&/ (0.173)
Total Assets 0.236 0.029 1(0) 0.131 0.300
(™'b) (0.035) (0.800) (0.249) 6) (0.007)
Board Size 0.191 0.059 0.131(0.249) 1¢( ~0.025 0.412
(0.089) (0.606) Q (0.825) (0.000)
External -0.033 -0.120 0.040 (0.726) ~50.025 1(0) 0.009
Auditor (0.771) (0.289) rb .825) (0.938)
O

Board 0.504 -0.154 0.0\6@(@7) 0.412 0.009 1(0)

Meetings (<0.0001)  (0.173) (0.000)  (0.938)

Note: Values in bold are statistically ificant at o = 0.05. P-values are shown in parentheses

below .\

The correlation matrix in Tableté@éveals significant relationships among key variables. Audit
report lag exhibits a mod@ositive correlation with board meetings (r = 0.504, p < .0001),
suggesting that m ent board meetings may contribute to longer audit completion times.
Similarly, audit, report lag is moderately correlated with total assets (r = 0.236, p = .035),

indicatin@arger asset bases may require more extensive audit processes.

Board meetings are also significantly correlated with total assets (r = 0.300, p = .007) and board
size (r = 0.412, p = .000), reflecting the association between organizational complexity and

governance activities. Other correlations, such as between audit report lag and board size (r =
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0.191, p = .089), are not statistically significant. External auditor type shows no significant

correlation with the other variables, as all corresponding p-values exceed .05.

These findings underscore the intricate interplay between governance structures, organizational

size, and audit processes, highlighting areas for further investigation into the factors influencing

audit efficiency. \
4.2 Testing of Hypotheses OQ

Hy1: Board size does not significantly affect audit report lag.

The regression analysis presented in Tables 4.3, 4.1.7, and %ghhghts the relationship

between board size and audit report lag. Q

Table 4.3: Regression of variable of Board Size a@dit Report Lag

RAa\
Nbr. of Q\Q\t’d Mallows' Akaike's Schwarz's Amemiya's
variables Variables MSE AIC SBC PC
Board
1 Size 4570.710 0. %C? 0. 117 2.000 170.441 172.433  0.920
criterion is displayed in blue

The best model for the selected selQ
In Table 4.3, The model a@or only 0.8% of the variation in audit report lag (R? = 0.008), with the
adjusted R? being ne (-0.054), indicating that including audit committee size as a predictor does
not improve t gadél over a baseline mean prediction. The mean squared error (MSE = 167.746)
illustrates @ntial deviations between observed and predicted values. The selection criteria metrics,
includiwaike Information Criterion (AIC = 94.084) and Schwarz’s Bayesian Criterion (SBC = 95.865),

confirm the model's simplicity but also emphasize its lack of explanatory power.

Table 4.4: Goodness of fit statistics of Board Size Audit Report Lag

Observations 21
Sum of weights 21
DF 19
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R? 0.011

Adjusted R? -0.042

MSE 639.503

RMSE 25.288

MAPE 69.710

DW 0.333

Cp 2.000

AIC 137.573

AICC 138.239 \

SBC 139.662 Q

PC 1.198 (O
N4

4\

Table 4.4 reinforces Table 4.7: Goodness-of-Fit Statistics, the ro%n square error (RMSE =
12.952) quantifies the average deviation of the model's predi from actual values, while the
mean absolute percentage error (MAPE = 14.741) indicﬁgan average prediction error of about
14.7%. These moderate error levels further demo é’cbthe model's limitations in capturing the
variability in audit report lag. However, the@n-Watson statistic (DW = 2.128) suggests no
issues with autocorrelation in residuals, ing the validity of the regression assumptions even

g

though the predictive accuracy i@

Table 4.5 Analysis of V%&)f Board Size and Audit Report Lag

p-values

k'
y >
Source Q?:\\'\S um of  Mean F Pr signification
squares

squares F codes
Model Q 1.000 21.007 21.007 0.125 0.728 °

Error \/ 16.000 2683.938 167.746
Corrected
Total 17.000 2704.944

Computed against model Y=Mean(Y)
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The analysis of variance (ANOVA) for the relationship between board size and audit report lag
indicates that board size does not significantly explain the variation in audit report lag. The F-
statistic for the model is 0.125, with a p-value of 0.728, suggesting that board size is not a
statistically significant predictor of audit report lag at conventional significance levels (p > 0.05).
The error sum of squares (2683.938) is much larger than the model sum of squares (21.007),
indicating that most of the variation in audit report lag remains unexplained by b Q& These
findings imply that other variables, apart from board size, might be mor¢™influential in
determining audit report lag. The results indicates that there was @hiﬁcant relationship
N
O

HO;: Audit committee’s size does not significantly affect @report lag.

between board size and audit report lag.

The regression analysis between audit committee s&l audit report lag is presented in detail
in Tables 4.6, 4.7, and 4.8. The findings p \@ insights into the relationship between these

variables but indicate that audit commift%ﬂ has minimal explanatory power.

Table 4.6: Regression of varia%%dit committee’s Size and Audit Report Lag

AN
Nbr. of \)‘ Adjusted Mallows' Akaike's Schwarz's Amemiya's
variables  Variabl MSE R? R? Cp AIC SBC PC
£ N\
Ak
mittee’s
1 i 1.746 0.581 0.540 2.000 4.084 5.865 1.102

2!

The bebﬁodel for the selected selection criterion is displayed in blue

The regression analysis examining the relationship between audit committee size and audit report

lag, as presented in Table 4.6, indicates a relatively stronger model fit compared to previous
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models. The model explains 58.1% of the variance in audit report lag (R? = 0.581), with an
adjusted R? of 0.540, suggesting that audit committee size is a moderately strong predictor of
audit report lag. The mean squared error (MSE = 1.746) is relatively low, indicating good model
fit and fewer prediction errors. The model selection criteria, including Akaike's Information
Criterion (AIC = 4.084) and Schwarz's Bayesian Criterion (SBC = 5.865), further support the
adequacy of the model. These findings suggest that audit committee size plays Q%ant role
in explaining variations in audit report lag and may serve as an important factofo consider in

understanding audit timelines. O

Table 4.13:  Goodness of Fit Statistics of Audit c0mmittee®'z§1d Audit Report Lag

T

Observations
Sum of weights 6’§
(8)

DF @

R? 0.008
Adjusted R? \ -0.054
&

MSE ° Q 167.746
Q

RMSE QQ
MAPE % 14.741
DW Q:\\' 2.128

Cp 6 2.000
O

94.084

18
16

12.952

AICC 94.884
SBC 95.865
PC 1.240
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Table 4.7 on Goodness-of-Fit Statistics expands on the model's performance metrics. With 18
observations and 16 degrees of freedom (DF), the results show a root mean square error (RMSE)
of 12.952, representing the average deviation of observed values from the predicted values. The
mean absolute percentage error (MAPE = 14.741) suggests that, on average, predictions deviate
by approximately 14.7% from the actual audit report lag, which is relatively high. The Durbin-
Watson statistic (DW = 2.128) is within the acceptable range (approximately Q%ting no
significant autocorrelation in the residuals. This ensures the model’s assum ic@

re met, even

though its explanatory power is weak. Q

Table 4.8: Analysis of variance Audit committee’s Size and %port Lag

QO

4
p-values
>
Source DF Sum of  Mean fb@ Pr signification
squares squares F

codes
Model 1.000  211.007 2 5.125 0.028 °
Error 16.000 26.938 .s\' 46

Corrected o&c?

Total 17.000 2704.9442,
Computed against model Y- @ Y)

Signification codes: Q’Q 0.00] <**<0.0] <*<005<.<0.1<°<]1

N\

The analysis @/ariance (ANOVA) presented in Table 4.8 assesses the relationship between
audit %&e size and audit report lag. The model shows a significant effect, with an F-
statistic of 5.125 and a p-value of 0.028, indicating that audit committee size significantly
influences audit report lag at the 5% significance level. The sum of squares for the model is

211.007, and the mean square is 21.007, while the error term has a sum of squares of 26.938 and

a mean square of 6.746. These results suggest that the variation in audit report lag can be
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partially explained by the size of the audit committee, providing further evidence that audit
committee size plays a significant role in determining the length of audit report lag. Thus, the
findings indicate that audit committee size significantly influences audit report lag, explaining a
portion of the variation in audit reporting timelines. This suggests that a larger audit committee
may be associated with shorter or more efficient audit report timelines, highlighting its
importance in enhancing the timeliness of financial reporting. These results ﬁore the

relevance of audit committee size as a critical factor in understanding and managifig audit report

lag, suggesting potential avenues for improving audit efficiency throu@r egic adjustments to

HO3: Board meetings have no effect on audit repo
The regression analysis of board meetings &;u
=

audit committee structures.

dit report lag, as summarized in Tables 4.9,

gs have a weak and statistically insignificant

4.10, and 4.11, indicates that bozitggxé

relationship with variations ina '%port lag.

Table 4.9 Summary of t}&ariables of Board Meetings and Audit Report Lag

N

Nbr. of N7 Adjusted Mallows' Akaike's Schwarz's Amemiya's
variables &rla les MSE R> R Cp AIC SBC PC

Vo N

, OBoard
1 \/ meetings 12.858  0.610 0.311 2.000 2.559 4.648 1.029

The best model for the selected selection criterion is displayed in blue
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The regression analysis between board meetings and audit report lag, as presented in Table 4.9,
indicates that board meetings explain 61% of the variance in audit report lag (R*> = 0.610), with
an adjusted R? of 0.311, suggesting a moderate explanatory power of the model. The mean
squared error (MSE) is 12.858, indicating the average squared difference between observed and
predicted values. The model's Akaike Information Criterion (AIC = 2.559) and Schwarz's
Bayesian Criterion (SBC = 4.648) further suggest that the model is relatively ef; Q%lthough
the adjusted R? points to the presence of other factors that might influence the dudit report lag.
The findings suggest that board meetings play a notable role in exn variations in audit

report lag, indicating that more frequent or strategic board ‘6“1 s may contribute to more

efficient audit processes. Q

Table 4.10 Goodness of fit statistics Board Meetin@ Audit Report Lag

Observations \\Q- 21

Sum of weights . & 21
DF C.;\\' 19
R Q’J\ 0.060
Adjusted R® . \{ 0.011

MSE 312.858
RMSE 17.688

MAPE . \% 13.652
DW 0 0.957

Cp 6 2.000
O

AIC 122.559
AICC Q 123.226
SBC 124.648
PC 1.138

Table 4.10 shows goodness-of-Fit Statistics, the results indicates that the root mean square error

(RMSE = 17.688) quantifies the average deviation of predictions, and the mean absolute
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percentage error (MAPE = 13.652) indicates that prediction errors average approximately 13.7%
of the actual audit report lag. The Durbin-Watson statistic (DW = 0.957) suggests potential
issues with positive autocorrelation in the residuals, which may affect the validity of the

regression model.

Table 4.11 Analysis of variance Board Meetings and Audit Report Lag \
R
p-values

Source DF Sum of  Mean F Pr= igc;fyation

squares squares F

s
Model 1.000  380.643 380.643 6.217 @J
Error 19.000 5944.310 312.858 Q
Corrected Q
Total 20.000 6324.952
AN

Computed against model Y=Mean(Y) 6\'

Signification codes: 0 < *** < (0.00] < ** <@ <005<.<01<°<]

The analysis of variance (ANOVA{Q;\\T'able 4.11 assesses the relationship between board
meetings and audit report lag.’ model's F-statistic of 6.217, with a corresponding p-value of
0.024, indicates that boa@%ngs significantly explain the variation in audit report lag at the
5% significance '%,%is suggests that the number of board meetings has a statistically
significant im@ on the timeliness of audit reports. The degrees of freedom (DF) for the model
and e%r@l and 19, respectively, with a sum of squares of 380.643 for the model and
5944.310 for the error term. The mean square for the model is 380.643, and for the error, it is
312.858. These findings further support the conclusion that board meetings play a meaningful
role in influencing audit report lag, highlighting their importance in driving more efficient audit

Processes.
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HO4: Auditors Type does not play a role in audit report lag.

The regression analysis of auditor type and audit report lag, as presented in Tables 4.12, 4.13,

and 4.14, reveals that the type of auditor has an insignificant and minimal impact on variations in

audit report lag. Q\

Table 4.12: Summary of the variables of Auditors Type Audit Report La€ O

A

Nbr. of Adjusted Mallows' aike's Schwarz's Amemiya's
variables Variables MSE R? R? Cp SBC PC
~,
O
1 Audit 639.503 0.011 -0.042 2.@ 137.573  139.662 1.084
N
The best model for the selected selection criterion is gisplayed in blue

Table 4.12 indicates Model Summary, the m@’b&plains only 1.1% of the variance in audit
report lag (R? = 0.011), with a negati.vg&lsted R? (-0.042), indicating that the inclusion of
auditor type as a predictor does not é@ove the model's explanatory power. The mean squared
error (MSE = 639.503) is rela.i\@ high, reflecting substantial prediction error. Model selection
metrics, such as Akaik&formation Criterion (AIC = 137.573) and Schwarz's Bayesian
Criterion (SBC =(3S:\%62 , further suggest that the model lacks robustness.
O
O

Table\\llg(}oodness of Fit Statistics of Auditors Type Audit Report Lag

Observations 21
Sum of weights 21
DF 19
R? 0.011
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Adjusted R? -0.042

MSE 639.503
RMSE 25.288

MAPE 69.710

DW 0.333

Cp 2.000 \
AIC 137.573 Q
AICC 138.289

SBC 62

PC % 98

Table 4.13 shows Goodness-of-fit indicators unde 0‘6%&: model's limited effectiveness. The
root mean square error (RMSE = 25.288) d %(ates considerable deviation in predictions,
while the mean absolute percentage error \APE = 69.710) suggests that prediction errors are,

on average, approximately 70% of th@al audit report lag values. The Durbin-Watson statistic

(DW = 0.333) indicates stron@@%ve autocorrelation in the residuals, raising concerns about

the validity of the regress@n del.

Table 4.14: Ana@riance of Auditors Type Audit Report Lag

.

p-values
>
SOUTCN% DF ssulizres of ls\dzzrrles F Er signification
9 e codes
Model 1.000  129.260 129.260 0.202 0.658 °
Error 19.000 12150.550 639.503
Corrected
Total 20.000 12279.810
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Computed against model Y=Mean(Y)
Signification codes: 0 < *** < (.00 < ** < 0.0l < *<0.05<.<0.1<°<]1]

The ANOVA results from table 4.14 confirm the lack of statistical significance in the
relationship between auditor type and audit report lag. The F-statistic of 0.202, with a
corresponding p-value of 0.658, indicates that auditor type is not a significant predictor of audit
report lag. The vast majority of the total variability (sum of squares = 12279.810)'Q\A{ibutable

to residual error (12150.550), with the model accounting for only a negli@rﬁon of the

variation. é

The findings suggest that auditor type has an insignificant a gible influence on audit

report lag. The low R? values, high prediction errors, and 1¢ant autocorrelation in residuals

highlight the limitations of the model. These res ts,@y that other variables or contextual

factors may better explain variations in audit lag. Future research should consider
.

incorporating additional predictors, suc&s organizational size, complexity of financial

statements, or industry-specific char@stlcs, to provide a more comprehensive understanding

of factors influencing audit rep@%
Q

4.3 Discussion of Findi éb

The results indicatir &there is no significant relationship between board size and audit report
lag align with@e findings in the existing literature, while contradicting others. Several studies
sugges{/ oard size does not significantly affect audit report lag, while others highlight the
importance of board characteristics in influencing audit timelines. For example, a study examines
board characteristics, including board size, in the context of African central banks and finds no
conclusive evidence to support a significant relationship between board size and audit report lag'.

This supports the finding of this study that board size does not play a decisive role in
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determining audit report lag, suggesting that other factors, such as board activity or the

composition of the board, may be more relevant in influencing audit timelines.

Similarly, another study explore board governance in the context of big data adoption in Egypt
and report that board size does not have a significant impact on audit report lag?. Their findings
imply that while board size might be a structural characteristic, it does not necess& lead to
more efficient audit processes or quicker report turnaround times. The absenc@ significant
relationship between board size and audit report lag observed in th rged study is thus

consistent with their conclusion, suggesting that larger boards may n ys lead to better audit

efficiency. Q

In contrast, a researcher provide evidence from Tunisian@&wompanies suggesting that certain
internal corporate governance mechanisms, which @nclude board size, can influence audit
report lag®>. However, this influence may b erated by other factors, such as the board’s
expertise and the external environmen%@ich the firm operates. While their study does not
directly affirm a strong relatioxl@between board size and audit report lag, it implies that

governance mechanisms i 1 can affect audit efficiency, hinting that board size could be

one of the factors at gl{%

Furthermore, %a tCular study also found no significant relationship between board size and
audit rep%% in Lebanese commercial banks, aligning with the present study's conclusion®.
This s@gsts that while larger boards might theoretically provide more resources for decision-
making, they do not necessarily lead to shorter audit report lags, indicating that the effectiveness

of board governance may be more important than the sheer size of the board.
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A study focus on the independence and size of the audit committee rather than the entire board,
indicating that the audit committee's characteristics play a more significant role in financial
reporting quality and, by extension, audit report lag®. This supports the idea that factors beyond
board size, such as the specialization and independence of board members or the audit committee,

may be more influential in determining audit timelines.

™
In conclusion, the findings from this study align with previous research that h@sﬁoned the
significance of board size in determining audit report lag. The results sug stgialboard size may
not be a critical factor in driving audit efficiency, and that other @nce features, such as
board activity, composition, and the role of the audit commi %d be more influential in
shaping audit timelines. These insights emphasize the co@xity of the relationship between
corporate governance and audit report lag, pointing B%need for a deeper exploration of board

characteristics beyond size. @

The findings of this study, which suggés&jy audit committee size significantly influences audit
report lag, are supported by seve dies that have examined the relationship between audit
committee characteristics it timeliness. These results highlight the importance of audit
committee size in enhducing the efficiency of audit processes, with larger audit committees

potentially lea,di@mrter audit report timelines.

Another s@provide evidence that gender-diverse audit committees are associated with shorter
audit re\p%t lags, suggesting that diverse committees might be more efficient in overseeing the
audit process®. While this study specifically focuses on gender diversity, it indirectly supports the
notion that structural characteristics of the audit committee, including its size, can significantly

impact the timeliness of audit reports. A larger audit committee, potentially benefiting from

137



diverse skills and perspectives, could facilitate more efficient decision-making and oversight,

thus reducing audit report lag.

A study further reinforce the importance of audit committee quality in financial reporting,
particularly within the Nigerian banking sector’. Their findings underscore that strong audit
committee structures contribute to better financial reporting and shorter audit time%. While
they primarily focus on the quality of audit committees, their results imply tP@Q@rger, more

resourceful audit committee may have a positive effect on reducil}qgiiﬁ report lag by

effectively overseeing the audit process and ensuring timely compl%O

A study also investigated the relationship between audit 0066 ownership and audit report
lag in Australia and found that stronger oversight and Ltier committees with more ownership
involvement tended to be associated with shorter au&)ort timelines®. This suggests that audit
committees with more members, particularly\@ with significant ownership interest, are better

positioned to expedite the audit proce’s%w ntially due to increased accountability and more

rigorous oversight. ’\
L] AQ

Another study also expl@it committee chair attributes and their influence on audit report
lag in emerging marh&Their research suggests that the leadership and organizational structure
of audit com 'tt&{ including their size, can play a crucial role in reducing audit report lag.
Larger a\@)mmittees, especially those with competent chairs, may be more effective in

managélaudit processes, leading to quicker reporting timelines.

A study also examined audit committee characteristics in Oman and found that larger audit

committees were associated with shorter audit report lags!®. This finding supports the notion that
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a larger audit committee can improve the efficiency of the audit process, ensuring timely

reporting and highlighting the role of audit committee size in influencing audit report timelines.

In conclusion, the findings of this study align with the existing literature, which indicates that
larger audit committees can contribute to more efficient audit processes and shorter audit report
lags. The evidence suggests that audit committee size is an important factor in er%:ing the
timeliness of financial reporting. These findings underscore the relevance of@committee
structure in managing audit efficiency, offering avenues for organizatiowgufegically adjust

their audit committee structures to improve audit performance. O

QQ

The findings of this study, which suggest that bo@eetings play a significant role in
influencing audit report lag, are consistent wit ious research indicating that corporate
governance practices, including the frequency oard meetings, are crucial in enhancing audit

Kvermght and communication between the audit

efficiency. Board meetings facﬂltate(l%\ée'r

committee and external audltors{%mg to more timely audits and reduced reporting delays.

Some researchers empha@)n the importance of corporate governance factors, including board

meetings, in red(@lt report lag*. Their study, focused on Lebanese commercial banks,

shows that str@ governance practices, such as regular and effective board meetings, contribute
to tim &reports. This supports the conclusion that board meetings are a critical factor in
managing the audit process, helping to streamline communication and decision-making,

ultimately leading to shorter audit report lags.

Another study also highlights the effect of corporate governance on audit report lag, noting that

companies with well-structured governance frameworks and frequent board meetings tend to
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experience shorter audit report lags'!. The regular interaction between board members and
auditors during board meetings can help address issues early in the audit process, ensuring a
more efficient and timely completion of audits. This supports the assertion that the frequency and

effectiveness of board meetings can positively influence audit timelines.

A study explores the relationship between corporate governance features, incl%g board
meetings, and audit report lags in Turkey!?. Their findings suggest that compafiie$,with better
corporate governance practices, such as more frequent and strategic boa mgeﬂugs, experience
shorter audit report lags. This aligns with the present study's conch@ board meetings are a
meaningful determinant of audit report lag, further emphasizifighthe*importance of governance

structures in improving audit efficiency. Q

QO

In conclusion, the findings from this study are con@ with the literature, which underscores
the role of board meetings in reducing aud@rt lag. Regular board meetings contribute to
more efficient audit processes by im '@ communication, oversight, and decision-making.
These findings highlight the .irn @nce of strategic board meeting structures as an integral

component of corporate Q\,‘Qﬁ\hce’ suggesting that firms could benefit from optimizing their

board meeting practice* enhance the timeliness of their audit reports.
[ ]

N\

The results ot& dy indicate that auditor type may not be the most significant determinant of
audit rep%@, suggesting that other variables or contextual factors might better explain the
Variatiklin audit reporting timelines. This conclusion is supported by previous research that

highlights the importance of considering a broader set of factors when analyzing audit report lag.

Another study examined the relationship between specialized auditors and corporate governance

in explaining audit report lag'’. Their study suggests that while auditor specialization is
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important, other elements such as corporate governance mechanisms, organizational complexity,
and the firm’s financial environment might play a more pivotal role in determining audit report
lag. This aligns with the current study’s suggestion that auditor type alone does not sufficiently
explain variations in audit report lag, and that broader organizational factors may need to be

incorporated into future research models.

Another researchers investigated the impact of accounting expertise on audit r@ag, finding

that individual-level expertise, particularly in larger organizations with &gcohplex financial
statements, is a more significant predictor of audit timeliness tha @in type alone'4. Their
findings imply that contextual factors, such as the complex@f nancial reporting and the

expertise of internal and external stakeholders, are cm@in determining audit timelines,

reinforcing the idea that auditor type is not the sole %g@nnant of audit report lag.

A study explored tax avoidance and audit rebc\\gg in South Africa, with the moderating effect
of auditor type!>. They concluded tﬁa@e auditor type does play a role, tax avoidance
behavior and other ﬁrm-spefiﬁ&@&racteristics (such as financial complexity and industry
factors) have a stronger in on the lag. This finding further supports the notion that auditor

type should not be @n 1solation, and that additional factors must be considered to better
explain wriation@dit report lag.

Similarly@her study highlighted the importance of company characteristics and corporate
governance in explaining audit report lag*. Their study, which focused on Lebanese commercial
banks, found that governance factors, organizational size, and other internal dynamics played a
more significant role in audit report lag than auditor type. This aligns with the suggestion from
the current study that future research should explore a wider array of factors to better understand

the drivers of audit report lag.
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In conclusion, while auditor type may influence audit report lag to some extent, the findings
underscore the need to incorporate additional contextual variables—such as organizational size,
complexity of financial statements, and industry-specific characteristics—into future research.
These factors may offer a more comprehensive understanding of the determinants of audit report

lag, providing more actionable insights for improving the efficiency of the audit proci
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&
Chapter Five

Qﬂ\

* Conclusion
5.0 Prean&ﬁ/
This cha ontains the summary of findings, conclusion, recommendations and areas for

further studies. The summary of findings explained the structure and methodology employed in
the studies. The findings sub-section lays emphasis on the findings with respect to the objectives.
On its part, the conclusion sub-section also highlights the general conclusion of the study relating

to its objectives guided by the empirical findings. Recommendations sub-sections were geared
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towards policy implications of the study to necessitate the relationship between audit report lag
and client size using selected Deposit money banks as case study. The suggestion for further
research also encapsulates the areas not well addressed or the omitted gap that needed to be filled

by another related research.

The First Chapter of this research commenced with the Background to the Stu@ich was
followed by the Statement of the Problem based on the identified specific @ e body of
knowledge. The main objective of this study was to establish the factor@i(cing Client Size
on audit report lag. Five objectives, research questions and researc esis respectively were

developed. The other sub-sections include the Significance of tudy, Scope of the Study and

fé\

Chapter Two of the study was premised on Lite Review. The Literature Review covered

Operational Definition of Terms.

the Conceptual, Theoretical and Empirical 'é\&re Review.

N
Chapter Three addresses the studh&f@\ng to the Methodology with which this research was
carried out: the section cover. eoretical Framework, Model Specification, Definition of the
Variables, Measuremen @Apriori Expectation, Estimation Technique and Data Requirement
and Source are d@&kh The Chapter explained the type of data and sources of the data. Also,
the estimati hniques needed for the analysis were highlighted. The Chapter concluded by

discus&i{&le Data Analysis Technique and the Limitations of Methodology as well as Ethical

Considerations.

Chapter Four covered the Data Analysis and Discussion of the Findings of the study. The
Chapter began with the Descriptive Analysis of the variables to understand the inherent nature of
the variables used. The correlation matrix was also tested to show if there exists multi-
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collinearity problem among the variables. Empirical analyses were performed in line with the
objectives of the study. Ordinary least square (OLS) regression analysis was employed to test the

various formulated hypotheses.

The fifth Chapter gives the Summary of the study as well as the Findings and implications.

Conclusion was drawn and Recommendations made. Finally, the Chapter hié hted the

5.1  Summary of Findings é
1t rep

Limitations of the study and suggestions for further research.

The analysis examines the relationship between client size and@% ort lag across four major
banks in Nigeria: Access Bank, Stanbic Bank, GT Bank, irst Bank. The dataset includes
descriptive statistics, correlation coefficients, r n analyses, ANOVA tables, and

coefficients estimates for each bank, providin@’& ts into the variability and significance of

N

client size as a predictor of audit repor‘al@

N

Across the four banks, the analysi@?ls varying levels of correlation between client size and

audit report lag, with so e@% showing weak positive correlations and others showing no

significant relationship. stion analyses indicate that while client size may have a marginal
o \

influence on aud@ort ag in certain contexts, its explanatory power is generally limited, as

indicated b)@ R? values and non-significant coefficients. ANOVA tables confirm that the

regress\s&odels are not statistically significant in explaining the variability in audit report lag.
DISCUSSION OF RESULTS

Objective 1: Impact of Client Size on Audit Report Lag

*  Hypothesis Tested:
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—  Hou: Client Size has no significant effect on Audit Report Lag.
*  Decision:
—  Fail to reject the null hypothesis (Ho), as the relationship between Client Size and

Audit Report Lag was statistically insignificant (p > 0.05).

*  Conclusion: \
—  Client Size alone does not significantly influence audit timel@n Nigerian

money deposit banks. While larger clients showed a sli t&w toward shorter

audit lags, other factors may play a more domin in determining audit
durations. Q

Objective 2: Relationship Between Board Size and Audit RepQLag

>

*  Hypothesis Tested: b

—  Hoz: Board Size does not sign&@ affect Audit Report Lag.
*  Decision: @
—  Reject the 1®0thesis (Hoz2), as the relationship between Board Size and Audit

Repogt&was statistically significant (p < 0.05).

+  Concl si@
&ger boards are associated with longer audit lags, suggesting that increased

\% board complexity may delay decision-making or oversight processes critical to
completing audits on time.
Objective 3: Influence of Board Meetings on Audit Timeliness
*  Hypothesis Tested:

—  Hos: Frequency of Board Meetings has no significant effect on Audit Report Lag.
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*  Decision:
—  Reject the null hypothesis (Hos), as the frequency of Board Meetings showed a
significant positive relationship with Audit Report Lag (p < 0.05).
*  Conclusion:

—  More frequent board meetings are linked to longer audit lags, possib&:ﬂecting

increased operational complexity or governance challenges that @g the audit

process. ’\
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Objective 4: Effect of External Auditor Type

*  Hypothesis Tested:
—  Hoa: External Auditor Type does not significantly influence Audit Report Lag.
*  Decision:

—  Reject the null hypothesis (Ho4), as the type of external auditor had qigniﬁcant

impact on Audit Report Lag (p < 0.05). OQ
«  Conclusion: &QJ

—  Banks audited by Big Four firms experienced shorteng lags, highlighting the

importance of auditor expertise, resources, a@ep tation in ensuring timely

audits. Q
5.2 Conclusion 6’§
(8)

The conclusion that only client size and exﬁ\\g auditor type have significant effect on audit
report lag while other variables like éﬁw s size, board size, and board meetings were not
significant drivers of audit re.p(&Q’g\. Therefore, total asset cause delay in audit report while
external auditor size hel @e the audit report lag. This then mean that the larger the total
assets that client hqs@wre will delay in audit report lag that will be experienced by the Bank.

On the contrazy, gigﬁudit firms reduces the audit report lag length. The study demonstrates that
&s such as Board Size and Board Meetings, along with auditor characteristics,

goveman%
signiﬁéhﬁy influence audit timeliness. However, Client Size alone is not a strong predictor of
Audit Report Lag. These findings emphasize the need for streamlined governance and strategic
auditor selection to improve audit efficiency and financial reporting timeliness in the Nigerian

banking sector.
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5.3 Recommendations

Based on the correlation and regression analyses of Audit Report Lag and its relationship with
Client’s Size, Total Assets, Board Size, External Auditor Type, and Board @gs, the

following recommendations are suggested: < O

1.Since larger clients are associated with shorter audit lags, bank@\audit firms should
leverage efficient audit processes used with larger clients to oﬁe the audit process for
smaller clients. By developing streamlined audit protoc Qreduce unnecessary steps for
smaller clients, possibly drawing on methodologig@with larger clients that have well-

established internal controls. fb

2. The observed correlations betwee.n g’iize, Board Meetings, and Audit Report Lag
indicate that stronger governance maKg?\vport timely audits. Banks with frequent board meetings
and appropriately sized board$ % experience shorter audit lags. Therefore, banks should be
encouraged to adopt g@%ce practices that include frequent and well-organized board
meetings by es @ governance frameworks that set minimum standards for board

engagement agdhoversight to ensure more efficient audit processes.

{o)

3. The\{)gjve correlation between Client’s Size, Total Assets, and Audit Report Lag suggests

that larger and more complex clients benefit from tailored audit resources.

Therefore, Banks should allocate more experienced auditors or larger audit teams to high-asset
clients, who typically have complex operations. Regulators could establish guidelines for

resource allocation based on client size and complexity to improve audit efficiency.
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4. The external auditor type shows varying correlations with audit lag, potentially indicating the
role of auditor independence in audit timeliness. By promoting policies that encourage auditor
rotation and independence, especially for high-value clients, to reduce potential conflicts of

interest and ensure more objective, efficient audits.

5. The significant variability in audit lags across client sizes and other factors suggestxneed for
standardizing audit timelines where feasible. Regulators should set bench for audit

completion times based on client size and complexity. Banks should b e@raged to report

audit completion times, allowing for benchmarking and identio areas for process

improvement. Q

™
5.4 Contribution to Knowledge 6
O

This work seeks to add to the body of exi '}nowledge. This study examines the factors that
affect audit report lag and how they ‘{@t with client size, board size, board meeting, auditor’s

committee size and external® @tor type through a thorough assessment of the literature,

empirical data, and theoré&é?rameworks.

[ ]
Theoretically, th@onship between client size and audit report lag is explained in this section
using a vari of theoretical stances and frameworks. It looks at Quasi-judicial theory,

stakeh}rd% theory, and agency theory as possible reasons for their relationship.
5.5 Area of Further Study

Reference needs to be made to the potential limitations of this study with regards to two

fundamental premises: limitations of the variables used and the time constraints inherent to the
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chosen sample. Regarding the first premise, the absence of certain variables previously
documented in the literature should be noted, such as those related to auditor tenure,
specialisation or governance. Also, reference needs to be made to the time constraints of the
period used for the sample, given that the study only used 21 years period which is very small
compared to what has been done so far. Given the differences among determinant factors of audit
report lag in Guaranteed Trust Bank, as well as the scarcity of research on this t Q&ustry, it
would be worth focusing future investigations on this by other researchers,\ext¢fiding the time
range to include longer periods, and including some of the mriables@vered in this study.
Therefore, further research area on audit report lag should inc&se ¢ sample size and also the

number of years under investigation. Q
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APPENDIXES
Appendix A: 0
Data Used for the Analysis
Auditor \ External
Audit Total asset | Committee's Q Board auditor
Year report lag | (N'trn) size Bom meetings type
2001 15 45 6 4 1
{ \
2002 15 65 6 d 4 1
N
2003 19 89 6 N\ |11 4 1
AN\
2004 17 134 . ,§\ 10 4 1
2005 16 185 ,C}; ) 13 4 1
2006 17 308 \Qv,\ 6 13 4 1
2007 26 48@ 6 12 4 1
2008 43 \2?) 6 14 5 1
2009 53 %1,067 7 15 7 1
2010 80 £ N\ N1,152411 |6 14 6 0
2011 s\ | 1.611879 |6 14 5 0
2012 & 1,734,878 | 6 14 4 0
2013 2,102,846 6 14 4 1
2014 \ Y50 2,355,877 6 15 4 1
2015 56 2,524,594 6 16 5 1
2016 61 3,116,393 7 16 4 1
2017 57 3,351,097 7 14 4 1
2018 53 3,287,343 6 16 5 1
2019 59 3,758,919 6 14 5 1
2020 56 4,944,653 6 14 5 1
2021 55 5,436,035 5 6 1 1

Source: GTBank Annual Report
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Appendix B:
Output of Correlation Analysis

Covariance Analysis: Ordinary
Date: 05/06/23 Time: 06:58

Sample: 2001 2021

Included observations: 21

\
R
KX

Correlation
t-Statistic

Probability
AUDIT REPORT

AUDITORS COMM

BOARD MEETING

BOARD SIZE

TOTAL ASSET

EXTERNAL AUDI

AUDIT REP AUDITORS

1.000000

0.102597
0.449583
0.6581

0277777
1.260406
0.2228

0.457565
2.243065
0.0370

0.525895
2.695107
0.0143

-0.660028
-3.828652
0.0011

1.000000

0.537257
2776615
0.0120

0.589822
3.183734
0.0049

-0.150198
-0.662210
0.5158

0.091287
0.389580
0.6939

BOARD MEBOARD SIZE

1.000000

0.687960
4131939
0.0006

-0.285018
-1.286127
0.2105

-0.231847
-1.038907
0.3119

1.000000

0.098455
0.431252
0.6711

-0.152122
-0.670891
0.5104

TOTAL ASS

1.000000

0.043427
0.189474
0.8517

EXTERNAL

1.000000
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Dependent Variable: AUDIT REPORT LAG DAYS
Method: Least Squares

Date: 05/06/23 Time: 07:14

Sample: 2001 2021

Included observations: 21

Variable Coefficient Std. Error t-Statistic Prob.

LOG(TOTAL ASSET N TRN ) 4.152012 0.683364 6.075840 0.0000

C 2.224963 8.033329 0.276966 0.7848
R-squared 0.660204 Mean dependent var 4690476
Adjusted R-squared 0642320 S.D. dependent var 24 77883
S.E. of regression 1481932 Akaike info criterion 8.320134
Sum squared resid 4172635 Schwarz criterion 8.419612 Q
Log likelihood -85.36141  Hannan-Quinn criter. 8.341723

F-statistic 36.91683  Durhin-Watson stat 0.698134 O
Prob(F-statistic) 0.000008 &

<©$

Dependent Vaniable: AUDIT REPORT LAG DAYS
Method: Least Squares

Date: 05/06/23 Time: 07:14

Sample: 2001 2021

Included observations: 21

Variable Coefficient  Std. Error t-Statistic Prob.

LOG(TOTAL ASSET N TRN ) 4152012 0683364  6.075840  0.0000
C 2224963 8033320 0276966  0.7848

R-squared 0660204 MWean dependent var 46.90476
Adjusted R-squared 0.642320 5.D. dependent var 24 77883
S.E. of regression 14.81932 Akaike info criterion 8320134
Sum squared resid 4172.635 Schwarz criterion 8.419612
Loqg likelihood -85.36141  Hannan-Quinn criter. 8341723
F-statistic 36.91583  Durbin-Watson stat 0.698134
Prob(F-statistic) 0.000008

b\”
O

\*
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Dependent Variable: AUDIT REPORT LAG
Method: Least Squares

Date: 05/06/23 Time: 07:48

Sample: 2001 2021

Included observations: 21

DAYS

Variable Coefficient Std. Error t-Statistic Prob.

AUDITORS COMMITEE SIZE  5.825000 12.95644 0.449583 0.6581

C 11.40000 79.16518 0.144003 0.8870
R-squared 0.010526 Mean dependent var 4690476
Adjusted R-squared -0.041551 S.D. dependent var 24 77883
S.E. of regression 25.28839 Akaike info criterion 9.388961
Sum squared resid 1215055 Schwarz criterion 9.488439
Log likelihood -96.58409 Hannan-Quinn criter. 9.410550
F-statistic 0.202125 Durhin-Watson stat 0.332594
Prob(F-statistic) 0.658098

Dependent Variable: AUDIT REPORT LAG DAYS
Method: Least Squares
Date: 05/06/23 Time: 08:02
Sample: 2001 2021
Included observations: 21 D
Variable Coefficient  Std. Error t-Statistic Prob.
BOARD SIZE 4 556923 2.031561 2.243065 0.0370
C -12.76923 27.05723 -0471934 0.6423
R-squared 0.209366 Mean dependent var 4690476
Adjusted R-squared 0167754 S.D. dependent var 24 77883
S.E. of regression 2260512 Akaike info criterion 9.164623
Sum squared resid 9708.837 Schwarz criterion 9. 264101
Log likelihood -94 22854  Hannan-Quinn criter. 9.186212
F-statistic 5031342 Durhin-Watson stat 0.591939
Prob(F-statistic) 0.037011
O\
Dependent Variable: AUDIT REPORT LAG DAYS
Method: Least Squares
Date: 05/06/23 Time: 08:40
Sample: 2001 2021
Included observations: 21
Variable Coefficient  Std. Error t-Statistic Prob.
BOARD MEETINGS  6.162214 4 889069 1.260406 0.2228
C 19.90840 2207183 0.901982 0.3784
R-squared 0.077160 Mean dependent var 4690476
Adjusted R-squared 0.028590 S.D. dependent var 24 77883
S.E. of regression 24 42205 Akaike info criterion 9.319243
Sum squared resid 1133230 Schwarz criterion 9.418721
Log likelihood -95.85205 Hannan-Quinn criter. 9.340832
F-statistic 1.688624 Durbin-Watson stat 0.402077
Prob(F-statistic) 0.222783

166



Dependent Variable: AUDIT REPORT LAG DAYS

Method: Least Squares
Date: 05/06/23 Time: 08:45
Sample: 2001 2021

Included observations: 21

Variable Coefficient Std. Error t-Statistic Prob.

EXTERNAL AUDITOR TYPE -4561111 11.90999 -3.829652 0.0011

C 86.00000 11.02651 7.799389 0.0000
R-squared 0.435636 Mean dependent var 4690476
Adjusted R-squared 0.405933 S.D. dependent var 24 77883
S.E. of regression 19.09847  Akaike info criterion 8.827486
Sum squared resid 6930278 Schwarz criterion 8.926964 Q
Log likelihood -90.68860 Hannan-Quinn criter. 8.849075 O
F-statistic 14 66624 Durbin-Watson stat 0.647060
Prob(F-statistic) 0.001131

Dependent Variable: AUDIT REPORT LAG
Method: Least Squares

Date: 05/06/23 Time: 11:15

Sample: 2001 2021

Included observations: 21

DAYS

Variable Coefficient Std. Error t-Statistic Prob.
AUDITORS COMMITEE SIZE 5870262 6.255645 0.938394 0.3629
BOARD MEETINGS 6.035589 3.077383 1.961273 0.0687
BOARD SIZE -1.834654 1.600834  -1.146061 0.2697
LOG(TOTAL ASSET N TRN ) 3.972547 0.585754 6781939 0.0000
EXTERNAL AUDITOR TYPE  -27.87654 6450054 -4.321909 0.0006
C -10.14668 31.08050 -0.326465 0.7486
R-squared 0.899809 Mean dependent var 4690476
Adjusted R-squared 0866412 S.D. dependent var 24 77883
S.E. of regression 9.056575  Akaike info criterion 7.479815
Sum squared resid 1230323 Schwarz criterion 7778250
Log likelihood -72.53806 Hannan-Quinn criter. 7.544583
F-statistic 2694289  Durbin-Watson stat 2721783
Prob(F-statistic) 0.000001
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