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factors that are expected to affect the delay of the audit report are
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EXTENDED ABSTRACT

Introduction

One of the main reasons mentioned by companies for delay in submitting the annual
financial statements is the need to perform audit services. In other words, lengthened
publication time of financial statements and audit operations are intertwined and used
synonymously in financial reporting literature. Therefore, factors such as knowing the
reasons for the audit report lag, solutions to this phenomenon in capital markets, and the
models which can predict this phenomenon are of great importance to capital market
managers who are always searching for the prosperity of this market through attraction of
stagnant funds. Making reasonable economic decisions and optimal allocation of limited
and scarce resources are not possible without timely, valid and reliable information. Audit
reports include the auditor's opinion on reliability of financial statements. Thus, the shorter
the time interval between the end of the financial year and the publication date of financial
statements of commercial units, the greater the usefulness of the audited financial
statements of commercial units. Lengthened time interval between the end of the financial
year and the publication date of financial statements increases the probability of
information disclosure to the benefit of a group of users and to the detriment of others.
Audit report lag (ARL) is the length of time from a company's fiscal year-end to the audit
report date, and is one of the few observable audit output variables that allow people
outside the company to evaluate audit performance.

Methodology

Normality test of the distribution of research variables
In order to estimate the parameters of the model, ordinary least squares method was
used. The Jarque and Bera method was applied in the present study.
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According to Table 3, the significance level of the Jarque and Bera test was less than the
error level of 0.05. As a result, the null hypothesis indicating normality of error was rejected.
However, according to the central limit theorem and considering n=30, the distribution of
the variables was assumed to be normal.

Stationary test

Before estimating the model, stationary (constancy of variable distribution over time)
of the studied variables should be checked because if the variables are not stationary, they
cause false regression. For this purpose, the method of Levin, Lin and Chow was used in
this research.

The significance level obtained for the Levin, Lin and Cho test for all variables was less
than the error level of 0.05. Thus, it can be concluded that the research variables were
stationary. Therefore, due to the stationary level of the variables in the regression analysis,
there was no problem of false regression.

Table 3. t-Statistic

ETR -45.8940 0.0000
ARL -10.1492 0.0000
INDEP -20.9861 0.0000
LEV -13.7043 0.0000
INV -11.3003 0.0000
SIZE -31.1531 0.0000

The results of Limer's F test

The summary of the results of Limer's F test is presented in Table 5. As can be observed, the
probability value (p-value) in both Limer and Hausman F test was less than 0.05, as a result of
which the fixed effects method was accepted.

Table4. Model 1.
Effects Test Statistic d.f. Prob.
Cross-section F42.793191(104,624)0.0000

Table 5- Model 2.
Effects Test Statistic d.f. Prob.
Cross-section F42.749739(104,622)0.0000
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Testing hypotheses
Table 6. Hypotheses 1.

Variable Coefficient Std. Error t-Statistic Prob.
ETR 0.100381 0.046108 2.177094 0.0298

SIZE 0.019115 0.009201 2.077367 0.0382

LEV -0.004228 0.006664 -0.634489  0.5260

INV 0.010099 0.014764 0.684020 0.4942

LOSS 0.024023 0.006798 3.533609 0.0004
INDEP 0.072311 0.028242 2.560415 0.0107

C 4.060332 0.150779 26.92904 0.0000
R-squared 0.888571 Mean dependentvar9.034463

Adjusted R-squared 0.868928 S.D.dependentvar 8.331760
S.E. of regression 0.217926 Sum squaredresid 29.63493

F-statistic 45.23630 Durbin-Watson stat 1.937175
Prob(F-statistic) 0.000000
R-squared 0.709944 Mean dependentvar4.391373

Sum squaredresid  31.97927 Durbin-Watson stat 1.754657

Tabl3 7. Hypotheses 2
Variable CoefficientStd. Error t-Statistic Prob.

ETR 0.096179 0.023192 4.147027 0.0000
ATYPE 0.087176 0.025826 3.375536 0.0008
ETR*ATYPE 0.065747 0.002959 22.22269 0.0000
SIZE 0.022049 0.010198 2.162095 0.0310
LEV -0.003025 0.006357 -0.475780 0.6344
INV 0.004292 0.013088 0.327950 0.7431
LOSS 0.024181 0.006638 3.642618 0.0003
INDEP 0.069643 0.026988 2.580548 0.0101
C 4.000768 0.158724 25.20580 0.0000

R-squared 0.888858 Mean dependentvar9.031918
Adjusted R-squared 0.868845 S.D.dependentvar 7.823907
S.E.ofregression 0.217988 Sum squaredresid 29.55661
F-statistic 44.41456 Durbin-Watson stat 1.927855
Prob(F-statistic) 0.000000
R-squared 0.711069 Mean dependentvar4.391373
Sum squared resid 31.85531 Durbin-Watson stat 1.750267

Results and discussion

Based on the above, F-statistic was used to test the total significance of the model, and t-
statistic was used to test the significance of the regression coefficients. In addition, adjusted
coefficient of determination was used to examine the relationship between dependent and
independent variables. Estimation results of the first model are presented in the above tables.
Considering the probability value obtained for the F statistic (< 0.05), the null hypothesis
(indicating that the whole model is not significant) was rejected, the research model was
significant. The model’s adjusted coefficient of determination was equal to 0.86, indicating that
86% of the changes in the dependent variable was explained by independent variables.
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Coefficient value of the variable of the multiplicative effect of tax avoidance and the auditor
size (ETR*ATYPE) is an indicator for evaluating the second hypothesis. If the mentioned
coefficient is significant, it confirms this hypothesis. The probability value of statistic t for this
variable was equal to 0.0000, which is less than the error level of 0.05 and it can be said that
the second research hypothesis was accepted at the error level of 5%. Thus, the second
hypothesis of the research was accepted at the error level of 5%. The coefficient sign of this
variable was positive, indicating that the auditor size strengthens the positive effect of tax
avoidance on the audit report lag.

Conclusion

Tax avoidance is a risky activity which might affect inherent and audit risks. On the one hand,
corporate tax avoidance can be related to costs similar to legal costs or intangible costs such as
large risks and company reputation. Tax avoidance is risky and has significant impact on the
costs of companies and their managers, and can reduce company transparency through complex
transactions. This will force auditors to perform more audit tests to reduce tax risks related to
this issue, resulting a longer audit lag. Therefore, it can be expected that tax avoidance has a
positive effect on audit report lag.

Auditing provides added value to reported financial statements because it reports the
relevance and reliability of the contents of financial statements. In the literature of financial
reporting, delay in the presentation of financial statements and audit report lag are closely
related to one another, and in most cases, timely presentation of financial statements is discussed
along with timely presentation of the audit report. Among the factors affecting the audit report
lag is the size of the audit firm.

Larger audit firms provide higher quality audit services because they are interested in
gaining a better reputation in the labor market and since they have a large number of employers,
they are not worried about losing them. Hence, these firms spend greater amounts of time to
provide audit reports so that they can provide a better audit quality and maintain their
reputation and credibility.
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