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Abstract

Timeliness of financial reporting is important to shareholders and investors for
investment decision-making. In Malaysia, timeliness of financial reporting is lagging
compared to other countries such as Australia, New Zealand, Indonesia, China, and
USA. This research examines three audit committee (AC) characteristics to enhance
the timeliness of financial reporting. Timeliness of financial reporting is proxied by
audit report lag (ARL). This study investigates the relationship between AC
characteristics and audit report lag (ARL) among Malaysian public listed companies
after the implementation of the Malaysian Code on Corporate Governance 2017
(MCCG 2017). The AC characteristics examined are AC’s policy on the cooling-off
period of at least two years for former auditors before being appointed as AC members
(ACPOL), AC comprising solely of independent directors (ACIND), and proportion of
AC members with accounting expertise (ACEXP). The sample of this study consists of
411 companies (excluding financial companies) listed on Bursa Malaysia with a year-
end closing of 31 December 2017. The regression analysis method is employed to
examine if ACPOL, ACIND, and ACEXP have any relationship with ARL. The results
of this study showed that AC’s policy on the cooling-off period has a negative
relationship with ARL, whereas AC comprising solely of independent directors has a
positive relationship with ARL. Meanwhile, AC members with accounting expertise
were positively related to ARL. Thus, Bursa Malaysia can enhance the timeliness of
financial reporting by introducing ACPOL in the Bursa Malaysia Listing requirements.
Besides, this study showed that ACIND and ACEXP did not improve ARL.

Keywords: Audit committee (AC), audit report lag (ARL), timeliness of financial
reporting, Malaysian Code on Corporate Governance 2017 (MCCG 2017).



Abstrak

Ketepatan masa laporan kewangan sangat penting kepada pemegang saham dan pelabur
untuk membuat keputusan pelaburan. Ketepatan masa laporan kewangan di Malaysia
adalah kurang memuaskan jika dibandingkan dengan negara lain seperti Australia, New
Zealand, Indonesia, Negara China dan Amerika Syarikat. Penyelidikan ini mengkaji
tiga ciri jawatankuasa audit untuk meningkatkan ketepatan masa laporan kewangan.
Ketepatan masa laporan kewangan diproksi oleh kelewatan laporan audit (ARL).
Kajian ini meneliti hubungan antara ciri-ciri jawatankuasa audit dan kelewatan laporan
audit (ARL) di kalangan syarikat yang tersenarai di Bursa Malaysia selepas
perlaksanaan Kod Tadbir Urus Korporat Malaysia 2017 (MCCG 2017). Ciri-ciri
jawatankuasa audit yang dikaji ialah polisi jawatankuasa audit terhadap tempoh
bertenang (cooling-off period) sekurang-kurangnya dua tahun bagi bekas juruaudit
sebelum dilantik sebagai ahli jawatankuasa audit (APCOL), jawatankuasa audit yang
terdiri daripada pengarah bebas sepenuhnya (ACIND), dan peratusan jawatankuasa
audit yang mempunyai kepakaran perakaunan (ACEXP). Sampel kajian terdiri daripada
411 buah syarikat (tidak termasuk syarikat kewangan) yang tersenarai di Bursa
Malaysia untuk tahun perakaunan berakhir pada 31 Disember 2017. Kaedah analisis
regresi digunakan untuk mengkaji hubungan antara ACPOL, ACIND, dan ACEXP
dengan ARL. Hasil kajian menunjukkan bahawa jawatankuasa audit dengan polisi
tempuh bertenang mempunyai hubungan negatif dengan kelewatan laporan audit,
manakala jawatankuasa audit yang mempunyai pengarah bebas sepenuhnya
mempunyai hubungan positif dengan kelewatan laporan audit. Sementara itu,
jawatankuasa audit yang mempunyai kepakaran perakaunan adalah berkait secara
positif dengan kelewatan laporan audit. Oleh itu, Bursa Malaysia boleh meningkatkan
ketepatan masa laporan kewangan dengan memperkenalkan jawatankuasa audit yang
ada polisi tempoh bertenang dalam Syarat-Syarat Penyenaraian Bursa Malaysia. Kajian
ini menunjukkan jawatankuasa audit yang mempunyai pengarah bebas sepenuhnya dan
jawatankuasa audit yang memiliki kepakaran perakaunan tidak meningkatkan ARL.

Kata Kunci: Jawatankuasa audit, kelewatan laporan audit (ARL), ketepatan masa
laporan kewangan, Kod Tadbir Urus Korporat Malaysia 2017 (MCCG 2017).

vi



Acknowledgements

I would like to take this opportunity to express my heartfelt gratitude to my supervisor,
Professor Dr. Wan Nordin Wan Hussin for his careful guidance and insightful criticism
which helped to improve the writing of this thesis in innumerable ways. Professor Dr.
Wan Nordin had consistently provided me with valuable comments and directions and
contributed significantly in guiding me to complete this thesis.

I am very grateful and owe my success to my parents, wife, and children for their
understanding, patience, and encouragement. I dedicate this thesis to them. May God
bless them.

Finally, I wish to express my gratitude to the academic and administrative staff of
UUM, classmates, and close friends who provided moral support in a variety of ways

to help me achieve my goal. Thank you once again.

vil



Table of Content

THELE PAGE ..ttt h ettt ettt e bt e e h e et e et b e e atesbteeateenteebeen i
Certification of DissSertation WoOTK...........cocveriiieiiniiieie et il
PermiSSion 10 USE ......eeuiiiuiiiieiiitieitetee ettt sttt ettt ettt v
F N o1 5 2 T OO O STOPTUPRRRRRR v
ADSEIAK ..ttt ettt et e e bt e sht e et e et e e b e be e bt e naeas vi
ACKNOWIEAGEIMENLS........eeiiiiiiiii ittt st ettt ettt e st e et eebe e e e neenns vii
Table Of COMECIL ..ottt ettt ettt es et e bt e et e st e eeeseeneeseeeneeneens viii
LSt OF TADIES ...ttt ettt b et ettt e e et e e e be et e aeeneenne s Xiii
LSt OF FIGUIES ..ottt ettt ettt sa et sat e st e e bt eteesbeesheeeateeabeenbeeseenns XV
LiSt Of ADDIEVIALIONS .....eiiteeitiiitieiiie ittt ettt ettt sb et sate st e ete et e ebeesbeesaneenneeaee XVi
Chapter 1: INtrOAUCHION .........eevieiieciiecieeceeie ettt et e ette et e ebeesteestbessseesbeesseessaessaesssensneans 1
1.0 INErOAUCTION ...ttt ettt ettt ettt et e te et enee e et ente st eneeneeeneensesseeneans 1
1.1 Research Background ............coocioiiiiiiiiieie ettt 1
1.2 Problem StateImMENT ........cueeuieiieiieiierite ettt ettt et et e et e et e bt e sbeesseesateenseenteeseesseessnesnneens 5
1.3 ReSEArCh QUESTIONS .......eeiivieiiieeettie et eeee e ettt e ettt e et e ee e e et e e eaaeeeeteeeeaeeeebeeeesseesaseeeeseeeeaseean 8
1.4 RESCAICH ODJECHIVES .. .vicvviieiieiieiieiiecieesteete et e steesttesetessbeeebe e teesssesssesssessseasseesseesseessaensnenns 8
1.5 Significance Of STUAY .......cccveciieriiiiieiieeie ettt st e eteeteesseessaesnne e 9

1.5.1 Literature CONIIDULION ......eiuiruieriiriieiiitietenieetesie sttt sttt s 9

1.5.2. Theoretical CONtIrIDULION .........ceviiiieeieieriieieie ettt enes 10

1.5.3. Practical CONITDULION ......ceiuiiuieieiieeieie ettt 11
1.6 SCOPE OF STUAY ..veeetieiieeiieceee et ettt e st et et eseenbeesnnesnseenseenseas 11

viil



1.7 Definition 0f K@Y TeIMS .....ccccuiiiiiiieiiieciie ettt ettt e et eesreeesaaeeseraeesvaeeenas 12

1.8 Organisation of the STUAY ........cooiiiiiiiiiii e 12
Chapter 2: Literature REVIEW .......c.cccvieciieiieiierie ettt ste e sse et essee e e ssaesnsesssaensens 14
2.0 INETOAUCLION. ...ttt ettt ettt e ae et bt et e e sat e tesbeeaeenbesaeenee 14
2.1 Theoretical Background.............cccooiuiiiiiiiiiiie et 14
2.1.1 AGENCY TREOTY.....eiiiiiiiiiie ettt ettt ettt e beesbe e 14
2.1.2. Resource Dependency ThEOTY .......cccveevieiieiieriieriesiesee e ere ettt seeesreere e eseees 17
2.2 Empirical Studies on Financial Reporting Timeliness..........ccccccvevveeveeriienieecreecieeieeseeenees 19
2.2.1 Audit Report Lag (ARL)....cccioiiiieiieeee ettt 19
2.2.2 Determinants 0f ARL .........cooiiiiiiiiieeee ettt 21
2.3 Overview of Corporate GOVEINANCE .......c.veeveereereerrierieereressessseeseessaessesssessseassessseesseessns 28
2.4 Audit Committee (AC) and Audit Report Lag (ARL) .....ccoovveviiiivieieiiecece e 31
2.4.1 Audit COMMILEEE (AC) weerueerieeiieieeniiesiieeieeieeseesseeseeesasesssesnsessseessaesseesnsesseesseesseenses 32

2.4.2 AC’s Policy on Cooling-Off Period for Former Auditors before Appointment as AC

MEMDETS (ACPOL)....iciiiiiiiiicie ettt ettt ettt tb e e b e e b e e beesteestaessbessseesbeesseenens 34
2.4.3 Audit Committee Comprises Solely of Independent Directors (ACIND) .................. 39
2.4.4 AC Members with Accounting Expertise (ACEXP) ......cccoceeviniriinininninieicnenens 44
2.5 Chapter SUMIMATY .....cceecveeiveeireerreesieeseesteereeseesseesseesssesssessessessseessessssesssesssessessseesseesses 49
Chapter 3: MethOAOIOZY ......ccviiiiiiieiictieeeste ettt et e s re e veebeebeesbeesaaessaeeeseesseesseas 50
IO U118 e LT o) FO TSRS 50
3.1 Research Philosophies, Paradigm and Approaches ..........cccceeeveevveciiecieniinienieeieeieenen 50
3.1.1 Research PhiloSOPIIES .......cc.eecuieiieiiiiiieiieeie ettt es 50
3.1.2 Research Paradigim.........cc.cocviiiiiiiiiiiciic ettt eve e ve et seveeaveeanaas 52

X



3.1.3 Research ApPProaches........ccciiuiiiiiiiiiiiieiicce ettt ve ettt eaveeaves 52

3.1.4 The Chosen MethodOlOZy .........cooueeriiiriiiiiiie ettt 53
3.1.4.1 The Researcher Philosophy of this Study ........cccccevevireiiiiierieriesie e 53
3.1.4.2 The Research Paradigm of this Study ........cccecvevieriiiiiiiiieeriecee e 53
3.1.4.3 The Research Approach of this Study..........cccceiiiiiiiiiiii e 54

3.2 Theoretical Framework ..........ccooouiiiiiiiiiiie e 54
3.3 Conceptual FrameWOTK .........ccoecviiiviiiiiiiieiie ettt re et eaessaeseseesseenses 56
3.3.2. AC Comprises Solely of Independent Directors (ACIND).........ccceevvevverrenrenrennnnn 60
3.3.3 Proportion of AC Members with Accounting Expertise (ACEXP)........cccccevevvriennen. 62
3.4 ReSCAICH DESIZN. .. .uiiiiiiieiiiieiecie ettt ettt ettt ettt st et enee s 63

34,1 SAMPLE oviiiiiiii ettt e et e saa et e et e e tbeebe e st etaensaeeereenreenraas 63

3.4.2 Data COIECHOMN «...eviuieieieieieete ettt ettt et eete e et enbe st e e s e steeseeteseeeneeneeeneenes 64

3.4.3 SCOPE OF STUAY ..ottt sttt sttt ettt s et st 66

3.4.4 Measurement Of Variables .........cccoeriiiiiiiiiiiiieieeeecee e 66

3.4.5 Measurement of the Dependent Variables ..........cccovvevieriieiieiicnieieseecreere e 66

3.5 Measurement of the Independent Variables............cccovevierieniiiciieiecceeeseecre e 67

3.5.1 Audit Committee CharaCteriStICS ......eevueerirriirieerieerieesieeeteeteeteete et eseeeseeeseeeeneeeneeas 67

3.5.1.1 AC’s Policy on Cooling-Off Period of Two Years for Former Auditors before

Appointment as AC Members (ACPOL).......cccioviiiieiieiiicieceeeeiee ettt 67
3.5.1.2 AC Comprises Solely of Independent Directors (ACIND).........cccccevverievreeneenne. 68
3.5.1.3 Proportion of AC Members with Accounting Expertise (ACEXP).................... 68

3.6 Model 0f the StUAY......cooiieiieiicie ettt ettt seseenseeneees 69
3.6.1 Multiple Regression ANALYSIS ........ccvevveiieiieerieerieesieeseesireereereereesseesssessresssessessees 69



3.6.2 Measurement Of @ll the VariabIes .......cooovoeeeeeeeeeeeeeeeeeeeee e eeeeeeee e e e 69

3.6.2.1 ARL Regression Model ..........cooiiiiiiiiiiiiieeieeee e 71

3.7 DAt ANALYSIS ..ecuveeiieiiesiiestieeie ettt eteesee st e saeebeebeesseessaessaessaessseanseanseenseestessseasseensaenres 73
3.8 ChaAPLEr SUMIMATY ...eccveeviereieeieerietiereesseeseteseeeseesseesseessaesseesssesssessseesseesseessessssssssesssenssees 75
Chapter 4: Results and DISCUSSION.........ccuieiiieeciieeiiieciieeriieeereeeeieeesreeesteeeereeesseeeseseesseeensnes 76
4.0 INETOAUCEION . ...ttt ettt ettt e bt e s b e sat e st e eateebeesbeesatesateeabeenbeebeens 76
4.1 SAMPIE ProOfIle.....viiiiiiiiciecie ettt b ettt eb e s eb e e neesnaeees 76
4.2 Distribution 0f ARL ....c.ooiiiiiieee et st 79
4.3 DESCIIPLIVE StALISTICS ..uveevieruieriiieteeiteesteeeieete et et ettesteesttesateeateeteesbeesseesaeesateeabeeseenseennes 81
4.4 RegresSion ASSUIMPLIONS ..cc.eerueteieeieesteeniieetteeteeteeteesttesttesatesnseeseesseesseesnsesnsesaseenseesseesnes 87
O B O 1011 (<) 4T O O SO SRR SRPRI 87
4.4.2 NOTINALIEY «..eveeuiieiiieiieeee et et este e eestesreeebe e see st essaesaseesseenseesseesssessassssessseesseessennens 88
4.4.3 Linearity, Homoscedasticity and HeteroScedastiCity ........ocuerrverreereeseesieeenreenieeneeennes 91
4.4.4 MUIICOINEATILY ....cuveiiiieiieiie ettt ettt st ete et esteesaaesnneeabeenbeeneens 92
4.5 Multiple Regression ANALYSIS ........ccveiierierrierieieesiesieesreseresreesseesseesssesssesssesssesssessssesens 96
4.6 Results of Hypothesis TESHING ....c.ccvvverieriieiiieiieiieieesieesre e sre e esreesteesenesevesereesseeseaeens 99

4.6.1 AC’s Policy on Cooling-Off Period of Two Years for Former Auditors before being

Appointed as AC Members (ACPOL) ......cc.oiiiiieieieieeee et 99
4.6.2 AC Comprises Solely of Independent Directors (ACIND)........ccccccvevveevieeieccreeneenne. 99
4.6.3 Proportion of AC Members with Accounting Expertise (ACEXP).......ccccecvevveennnnns 100
4.6.4 Natural Logarithm of Internal Audit Function (LNIAF) .......cccocvviiinieniinieeieens 101
4.6.5 Natural Logarithm of Non-audit Services (LNNAS)......cccccevviiriiriiereeeeseeeie e 102
4.6.6 Natural Logarithm of Total Assets (LNTASSET) ....ccccoveviiiiiiiieieeieecieesee e 102

X1



4.6.7 Natural Logarithm of Market Capitalisation (LNMCAP) ........cccoeevveviivienieiieenens 103

4.6.8 Return on Equity (ROE) ...cco.ciiiiiiiieeee ettt 103
4.6.9 Big 4 Audit Firms (BIG4) ......ooeoiiiieiee ettt 104
4.7 Robustness Tests for Regression Model ..........c.cccvvvevieciieieniiniiiiieieeieeieesee e sne e 105
4.7.1 Summary of Robustness Tests ..........ccecceereerienienenne Error! Bookmark not defined.
4.8 Chapter SUMIMATY .....ccueeruieitiertieiie et et et esteesttestte et e bt ebe e bt esbeesbtesatesateenteebeesseesseesnneans 109
Chapter 5: Conclusion and Recommendation..............ccceecueeevieiieniienienieeiieieesieeseeesneseneens 110
5.0 INErOAUCTION. ...ttt ettt sttt et ee et e st e est e te e st et e bt eneenseeneeneesaeeneans 110
5.1 Overview Of the StUAY ......ccoeiiiie e 110
5.2 Summary and Conclusion of Hypotheses H1, H2 and H3............ccooconiiniiiiiininee 111

5.2.1. AC’s Policy on Cooling-Off Period of Two Years for Former Auditors before being

Appointed as AC Members and ARL ..........cocoiiiiiiiiioii et 111
5.2.2 AC Comprises Solely of Independent Directors and ARL .............coccoveniniinnnennnn. 113
5.2.3 AC Members’ Accounting Expertise and ARL ...........ccceoveviiiiiniiiieeeesee e 116
5.3 Contributions 0f the StUAY ........cciiiiiiiiiiiiiieeece e st eene e 119
5.3.1 Contribution to the Academic Field..........cccccoeriiiniiiiiiiiiieeeeeeeeee e 119
5.3.2 Practical IMPIICAtION .....ccueeiuieiiieiieiie ettt ettt sttt e s 120
5.4 Limitations 0f the StUAY.......cccveeiiiiiiiiiiiie ettt sene e 121
5.5 Suggestions for Future RESEarch ..........ccccooveviiiiiiiieiiicieceeeeee e 123
5.6 CONCIUSION ...ttt ettt ettt e et ettt et e s et et e teestenteeseeseenseeseeneenseensanseeneensesseeneans 124
5.7 CRAPLET SUMIMATY ....c.vveeuveeiierieiierieeseteeteeteeteesseessaesssessseanseenseesseesssesssesssesssesssessseesseans 124
RETETEICES ...ttt ettt sttt et ebeeaees 126
F N o] 0153116 1 SO OO OO O U SU O SRUUROUPRURPRRUINt 158

xil



List of Tables

Pages
Table 2.1 Determinants of ARL by Categories 21
Table 2.2 MCCG 2017 vs Bursa Malaysia Listing Requirements 31
Table 3.1 Sources of Data 65
Table 3.2 Variables Measurement with Supporting Literature 72
Table 3.3 Definition of Independent and Dependent Variables and Measurement 74
Table 4.1 Sample Selection of Bursa Malaysia Listed Companies 77
Table 4.2 Breakdown of Malaysian Listed Companies by Industry 79
Table 4.3 Audit Report Lag Distribution 80
Table 4.4 Descriptive Statistics 82
Table 4.5 Descriptive Statistics for Control Variables 83
Table 4.6 T-test for mean ARL 84
Table 4.7 T-test for mean ARL 85
Table 4.8 Descriptive Statistics 86
Table 4.9 T-test of mean ARL 86
Table 4.10 Residual Statistics for Outliers 88
Table 4.11 Normality Test for Variables 89
Table 4.12 Testing for Multicollinearity using Pearson Correlation Matrix 95

xiil



Table 4.13

Table 4.14

Table 4.15

Table 4.16

Table 4.17

Table 4.18

Table 4.19

Table 4.20

Table 5.1

Multicollinearity Test using VIF

Model Summary for AC Characteristics on LNARL
ANOVA

Multiple Regression Results

Summary of Robustness Test

Summary of Robustness Test

Summary of Robustness Test

Summary of Results

Expected Results vs Actual Results

Xiv

Page
96
97
98
98
106
107
108
109

118



List of Figures

Figure 1
Figure 2
Figure 3

Figure 4

Conceptual Framework

Histogram of Dependent Variable

Normal Probability Plot of Dependent Variable

Scatter Plot of Residuals

XV

Pages
57
90
90

92



List of Abbreviations

AC

ACCA

ACEXP

ACIND

ACPOL

AF

AFA

ARL

BAFIA

BIG4

BOD

CEO

CFO

CG

CA

CIA

CIMA

CPA

ICAEW

KPMG

LNARL

LNIAF

LNMCAP

LNNAS

Audit Committee

Association of Chartered Certified Accountants
Audit Committee Accounting Expertise

Audit Committee Independence

AC’s Policy on Cooling-Off Period for Former Auditors
Audit Function

Audit Firm Alumni

Audit Report Lag

Banking and Financial Institution Act 1989

Big 4 Audit Firms

Board of Director

Chief Executive Officer

Chief Financial Officer

Corporate Governance

Chartered Accountant

Chartered Institute of Accountant

Chartered Institute of Management Accountants
Certified Public Accountant

Institute of Chartered Accountants in England and Wales
Klynveld Peat Marwick Goerdeler

Natural Logarithm of Audit Report Lag

Natural Logarithm of Internal Audit Function Fees
Natural Logarithm of Market Capitalisation

Natural Logarithm of Non-Audit Service Fees

xvi



LNTASSET

MASB

MCCG2017

MICPA

PwC

REIT

ROE

SC

SEC

Natural Logarithm of Total Asset

Malaysian Accounting Standard Board

Malaysian Code on Corporate Governance 2017
Malaysian Institute of Certified Public Accountants
PricewaterhouseCoopers

Real Estate Investment Trust

Return on Equity

Securities Commission

Securities and Exchange Commission

xvii



Chapter 1: Introduction

1.0 Introduction

Chapter 1 addresses the introduction (Section 1.0), background of research (Section
1.1), problem statement (Section 1.2), research questions (Section 1.3), research
objectives (Section 1.4), significance of research (Section 1.5), scope of study (Section
1.6), definition of key terms (Section 1.7), and layout of chapters (Section 1.8). The
background of research will help readers to understand the corporate governance issues,
while the problem statement will help clarify the reasons for exploring the research
topic. Objectives of research will identify the study purpose whereas research questions
will guide the arguments and inquiries. Next, significance of study describes the
contributions and importance of research. Finally, the layout of the chapters will outline

each chapter to give a clear picture regarding the essentials of this study.

1.1 Research Background

Corporate governance plays a vital role in promoting timeliness of financial reporting.
Great efforts have been made to restore public confidence after several financial crises
in Asia in the 1980s. Consequently, there is a need to restore and improve the structure
of corporate governance. Afify (2009) has stated that a good corporate governance
structure would enhance the monitoring of management and minimise mismanagement
or erroneous reporting and delays in publishing financial statements. Corporate
governance characteristics have been found to be significantly associated with the
timeliness of financial reporting (Abdelsalam & Street, 2007).

Financial reports supply information about the financial performance of companies to
help external users assess and evaluate their investment in the companies (Hashim &
Rahman, 2011). Timeliness of financial reporting is an important pillar of a strong and

transparent financial system (Basuony, Mohamed, Hussain, & Marie, 2016). It
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Appendix

Appendix 1

(4) Association between auditor or engagement characteristics and the ARL
Variable No of results  + sig -sig insignificant
BIG4 56 9 16 31
SPEC 6 2 1 3
AUDIT OPIN 69 45 8 16
AF 35 22 2 11
NAF 19 1 13 5
AUDIT TENURE 18 6 5 7
AUDITOR _CHANGE 22 12 1 9
BUSY 56 17 8 31
ICW 15 13 - 2

(B) Association between corporate governance characteristics and the ARL

Variable No of results + sig -sig insignificant
ACFE 7 0 3 4

ACSIZE 8 0 4 4

ACMEET 7 1 1 5

BSIZE 6 2 1 3

BMEET 3 1 1 1

BIND 8 1 4 3

CEO DUAL 8 2 1 5
OWN_CON 27 4 10 13

Source: Habib, A., Bhuiyan, M. B. U., Huang, H. J., & Miah, M. S. (2018). Determinants of

audit report lag: A meta-analysis. International Journal of Auditing.

Appendix 2
Independent No of No. of No. of No. of
Variable results significant (+) significant (-)  insignificant
1. Auditor business risk and ARL
Loss 45 34 0 11
Return on Asset 21 4 4 13
Leverage 30 14 0 16
Financial 15 12 0 3
condition index
Contingencies 7 0 5
(A/R+INV)/TA 4 1 0 3
Institutional 6 6 0
ownership
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Ownership 11
concentration

Audit fees 19
Abnormal audit 7
fee

Restatement 15
2. Audit complexity and ARL
Reportable 25
segment

Foreign operation 11
Subsidiaries 10
Geographical 4
segment

Merger and 8
acquisition

High growth 4
industries

High tech 10
industries

Financial 26
industries

3. Corporate governance and ARL
AC financial -
expertise

AC independence 4
AC meeting 4
AC size 4
Board size 5
Board 8
independence

CEO duality 6
4 Audit opinion
Going concern 19
Qualified opinion 37
IC weakness 13
5. Auditor related factors and ARL
Busy season 30
March- June year 6
ends

Extraordinary 39
items

Audit firm size 40
auditor tenure 8
long

Auditor tenure 8
short

Auditor tenure 6
Changed auditor 16
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Non audit fees 12 2 6 4
Industry specialist 5 1 1 3
6. Client size and ARL

Total assets 54 2 33 19
Total sales 4 1 0 3

Accelerated filer 6 0 3
Large accelerated 4 0 3 1
file

Source: Durand (2019). The determinants of audit report lag: a meta-analysis. Managerial

Auditing Journal.

Appendix 3
Summary of independent variables used in ARL research

GOVERNANCE

VARIABLES NO OF STUDIES

Audit committee financial reporting experience 4
Audit committee independence 4
Audit committee meetings

Audit committee size

Other audit committee characteristics
Board independence

Board meetings

Board size

Board tenure

CEO Duality

Other CEO characteristics 6

AN — L N O o~ N~ N

SOURCE: Durand (2019). The determinants of audit report lag: a meta-analysis. Managerial
Auditing Journal.
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Appendix 3 continued

AUDITOR CHARACTERISTICS

VARIABLES NO OF ANALYSES
Audit firm size 40
Auditor office size 2
Long auditor tenure 8
Short auditor tenure 8
Auditor tenure 71
Changed auditor 16
Changed auditor early in the year 1
Changed auditor late in the year 1
Changed to auditor with unstructured approach 1
Non-audit fees 12
Auditor industry specialist 6
Auditor provides advisory services 1
Auditor provides tax services 1
Auditor independence 2
Former Arthur Andersen client 4

Source: Durand (2019). The determinants of audit report lag: a meta-analysis. Managerial
Auditing Journal.
Appendix 4

Model 1 Descriptive Statistics

n Minimum Maximum Mean Std. Dev.

LNARL 411 3.61 4.96 4.52 0.21
ACPOL 411 0.00 1.00 0.78 0.41
ACIND 411 0.00 1.00 0.68 0.47
ACEXP 411 0.20 1.00 0.45 0.19
LNIAF 411 0.00 16.75 11.56 1.71
LNNAS 411 0.00 16.39 9.69 3.20
LNTASSET 411 8.91 18.35 13.15 1.62
LNMCAP 411 9.55 17.94 12.67 1.69
ROE 411 -142.73 182.90 5.14 22.02
BIG4 411 0 1 0.44 0.50
LOSS 411 0 1 0.26 0.44
Valid n 411
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Appendix 5

Model 1 Multiple Regression Results

Model 1 Unstandardised Standardised t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 5.168 0.086 60.379  0.000%**
ACPOL -0.022 0.021 -0.045 -1.070 0.285
ACIND 0.025 0.019 0.056 1.317 0.189
ACEXP 0.084 0.045 0.077 1.875 0.062*
LNIAF -0.028 0.007 -0.234 -3.942  0.000%**
LNNAS -0.001 0.003 -0.016 -373 0.710
LNTASSET 0.043 0.012 0.338 3.648  0.000%**
LNMCAP -0.070 0.011 -0.571 -6.399  0.000%**
ROE -0.001 0.000 -0.078 -1.539 0.125
BIG4 -0.054 0.020 -0.131 -2.718  0.007***
LOSS -0.014 0.024 -0.030 -0.595 0.552
R? 0.335
F. stat. 22.129%**
Dependent Variable: LNARL *p<0.10; **p<0.05; ***p<0.01
Appendix 6
Model 2 Multiple Regression Results
Model 2 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.150 0.092 55.952  0.000%**
ACPOL -0.022 0.021 -0.045 -1.070 0.285
ACIND 0.025 0.019 0.058 1.355 0.176
ACEXP 0.086 0.045 0.079 1.912 0.057*
LNIAF -0.029 0.007 -0.238 -4.018  0.000%**
LNNAS -0.001 0.003 -0.016 -0.363 0.717
LNTASSET 0.044 0.021 0.345 2.128 0.034**
LNMCAP -0.068 0.011 -0.562 -6.315  0.000%**
ROE -0.001 0.000 -0.065 -1.421 0.156
BIG4 -0.055 0.020 -0.133 -2.770  0.006%**
LEVERAGE -0.001 0.013 -0.006 -0.048 0.962
R? 0.334
F. stat. 22.076%**

Dependent Variable: LNARL

*p<0.10; ** p<0.05; *** p<0.01
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Appendix 7

Model 3 Multiple Regression Results

Model 3 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.133 0.084 61.261  0.000%**
ACPOL -0.024 0.021 -0.048 -1.143 0.254
ACIND 0.024 0.019 0.055 1.304 0.193
ACEXP 0.088 0.045 0.080 1.951 0.056*
LNIAF -0.028 0.007 -0.235 -3.972  0.000%**
LNNAS -0.001 0.003 -0.016 -0.366 0.715
LNTASSET 0.042 0.012 0.331 3.563  0.000%**
LNMCAP -0.067 0.011 -0.554 -6.285  0.000%**
ROE -0.001 0.000 -0.066 -1.434 0.152
BIG4 -0.052 0.020 -0.125 -2.574  0.010%*
AUDBUSY 0.003 0.003 0.040 0.935 0.350
R? 0.336
F. stat. 225207 S
Dependent Variable: LNARL *p <0.10; #* p <0.05; *** p <0.01
Appendix 8
Model 4 Multiple Regression Results
Model 4 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.149 0.088 58.614  0.000%**
ACPOL -0.022 0.021 -0.045 -1.069 0.286
ACIND 0.025 0.019 0.057 1.335 0.183
ACEXP 0.086 0.045 0.079 1.914 0.056*
LNIAF -0.029 0.007 -0.238 -4.022  0.000%**
LNNAS -0.001 0.003 -0.016 -0.360 0.719
LNTASSET 0.043 0.012 0.339 3.655  0.000%xx*
LNMCAP -0.068 0.011 -0.560 -6.350  0.000%x**
ROE -0.001 0.000 -0.066 -1.415 0.158
BIG4 -0.055 0.020 -0.132 -2.756  0.006%**
INVREC 0.004 0.043 0.004 0.099 0.921
R? 0.334
F. stat. 22.077%**

Dependent Variable: LNARL
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Appendix 9

Model 5 Multiple Regression Results

Model 5 Unstandardised Standardised t Sig.
Coefficients Coefficients

Beta Std. Error Beta
(Constant) 5.185 0.081 63.680  0.000%**
ACPOL -0.021 0.021 -0.042 -1.002 0.317
ACIND 0.027 0.019 0.060 1.412 0.159
LNIAF -0.029 0.007 -0.239 -4.022  0.000%**
LNNAS -0.001 0.003 -0.012 -0.277 0.782
LNTASSET 0.043 0.012 0.336 3.613  0.000%**
LNMCAP -0.068 0.011 -0.560 -6.361  0.000%**
ROE -0.001 0.000 -0.059 -1.274 0.203
BIG4 -0.054 0.020 -0.130 -2.698  0.007%*x*
ACCHAIREX 0.006 0.020 0.012 0.297 0.766
P

0.328
R? 22.769%**
F. stat.

Dependent Variable: LNARL *p<0.10; ** p<0.05; *** p <0.01
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Appendix 10

Model 6 Multiple Regression Results

Model 6 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.162 0.121 42.564  0.000%**
ACPOL -0.022 0.021 -0.045 -1.064 0.288
ACIND 0.025 0.019 0.057 1.353 0.177
ACEXP 0.086 0.045 0.079 1.911 0.057*
LNIAF -0.028 0.008 -0.235 -3.758  0.000%**
LNNAS -0.001 0.003 -0.015 -0.341 0.734
LNTASSET 0.044 0.014 0.345 3.194  0.002%**
LNMCAP -0.068 0.011 -0.562 -6.385  0.000%**
ROE -0.001 0.000 -0.066 -1.425 0.155
BIG4 -0.055 0.020 -0.133 2770 0.006%**
LNAUDITFEE -0.002 0.016 -0.009 -0.115 0.908
R? 0.334
F. stat. 22.078%**

Dependent Variable: LNARL

*p<0.10; **p<0.05; ***p <0.01
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Appendix 11

Model 7 Multiple Regression Results

Model 7 Unstandardised Coefficients Standardised t Sig.
Coefficients

Beta Std. Error Beta
(Constant) 5.143 0.082 63.001  0.000%**
ACPOL -0.023 0.021 -0.045 -1.086 0.278
ACIND 0.024 0.019 0.055 1.296 0.196
ACEXP 0.084 0.045 0.076 1.857 0.064*
LNIAF -0.028 0.007 -0.233 -3.949  0.000%**
LNNAS -0.001 0.003 -0.016 -0.363 0.717
LNTASSE 0.043 0.012 0.337 3.650  0.000%**
T
LNMCAP -0.068 0.011 -0.561 -6.404  0.000%**
ROE -0.001 0.000 -0.072 -1.561 0.119
BIG4 -0.054 0.020 -0.131 2,741 0.006%**
AUDCHA 0.020 0.018 0.045 1.085 0.279
NGE

0.336
R? 22.252%%*
F. stat.

Dependent Variable: LNARL * p <0.10; ** p <0.05; *** p <0.01

Appendix 12

Model 8 Multiple Regression Results

Model 8 Unstandardised Standardised t Sig.
Coefficients Coefficients

Beta Std. Error Beta
(Constant) 5.141 0.081 63.722  0.000%**
ACPOL -0.026 0.021 -0.052 -1.259 0.209
ACIND 0.025 0.019 0.056 1.337 0.182
ACEXP 0.084 0.045 0.077 1.881 0.061%*
LNIAF -0.028 0.007 -0.236 -4.035  0.000%**
LNNAS -0.001 0.003 -0.022 -0.508 0.611
LNTASSET 0.046 0.012 0.366 3.961 0.000%*
LNMCAP -0.072 0.011 -0.589 -6.721  0.000***
ROE -0.001 0.000 -0.059 -1.294 0.197
BIG4 -0.048 0.020 -0.116 -2.426 0.016**
BURSASECT 0.065 0.024 0.112 2.714 0.007 %
OR

0.346
R? 21.182%**
F. stat.

Dependent Variable: LNARL * p <0.10; ** p <0.05; *** p <0.01
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Appendix 13

Model 9 Multiple Regression Results
Model 9 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.246 0.091 57.665  0.000%**
ACPOL -0.023 0.021 -0.046 -1.103 0.271
ACIND 0.026 0.019 0.059 1.394 0.164
ACEXP 0.078 0.045 0.072 1.750 0.081*
LNIAF -0.030 0.007 -0.251 -4.249  0.000%**
LNNAS -0.001 0.003 -0.020 -0.456 0.649
LNTASSET 0.039 0.012 0.307 3302 0.001%**x*
LNMCAP -0.072 0.011 -0.594 -6.718  0.000%***
BIG4 -0.054 0.020 -0.129 2716 0.007%**
ROE 0.000 0.000 -0.052 -1.138 0.256
BUSSEGME 0.018 0.008 0.115 2.247 0.025**
NT
0.342
R? 20.834%%*
F. stat.
a. Dependent Variable: LNARL * p <0.10; ** p <0.05; *** p <0.01
Appendix 14
Model 10 Multiple Regression Results
Model 10 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.218 0.093 56.385  0.000%**
ACPOL -0.019 0.021 -0.038 -0.898 0.370
ACIND 0.019 0.019 0.044 1.006 0.315
ACEXP 0.079 0.045 0.072 1.742 0.082*
LNIAF -0.027 0.007 -0.226 -3.797  0.000%**
LNNAS -0.001 0.003 -0.014 -0.320 0.749
LNTASSET 0.042 0.012 0.333 3.601  0.000%**
LNMCAP -0.068 0.011 -0.554 -6.322  0.000%**
ROE -0.001 0.000 -0.062 -1.348 0.179
BIG4 -0.053 0.020 -0.128 -2.675  0.008%**x*
ACSIZE -0.025 0.017 -0.066 -1.476 0.141
R? 0.338
F. stat. 20.403%**

Dependent Variable: LNARL

*p<0.10; ** p<0.05; ***p <0.01
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Appendix 15

Model 11 Multiple Regression Results

Coefficients
Model 11 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 5.150 0.083 62.278 0.000%***
ACPOL -0.022 0.021 -0.045 -1.067 0.287
ACIND 0.025 0.019 0.058 1.357 0.175
ACEXP 0.086 0.045 0.079 1.917 0.056*
LNIAF -0.029 0.007 -0.239 -3.979 0.000%***
LNNAS -0.001 0.003 -0.016 -0.371 0.711
LNTASSE 0.043 0.012 0.337 3.627 0.000%***
T
LNMCAP -0.068 0.011 -0.561 -6.384 0.000%***
ROE -0.001 0.000 -0.065 -1.410 0.159
BIG4 -0.055 0.020 -0.133 -2.767 0.006%**
ACMEET 0.001 0.008 0.007 0.153 0.879
R? 0.334
F. stat. 20.079%**

Dependent Variable: LNARL

*p<0.10; ** p<0.05; ***p<0.01

Appendix 16

Case Summaries for mean ARL

Mean

BURSASECTOR ARLDAYS

Construction 99.62
Consumer products & services 92.02
Energy 93.00
Industrial products & services 95.21
Plantation 90.73
Property 94.72
Technology 98.44
Trading & services 90.11
Transportation and logistic 95.00
Total 93.64

168



Appendix 17

Model 12 Descriptive Statistics

n Minimum  Maximum Mean Std. Dev.
LNARL 131 3.61 4.96 4.52 0.21
ACPOL 131 0.00 1.00 0.78 0.41
ACIND 131 0.00 1.00 0.68 0.47
ACEXP 131 0.20 1.00 0.45 0.19
LNIAF 131 0.00 16.75 11.55 1.71
LNNAS 131 0.00 16.39 9.69 3.20
LNTASSET 131 8.91 18.35 13.15 1.62
LNMCAP 131 9.55 17.94 12.67 1.69
ROE 131 -142.73 182.90 5.14 22.02
BIG4 131 0.00 1.00 0.44 0.50
LNSTAFFSTRE 131 0.00 4.16 1.84 0.85
N
Appendix 18
Model 12 Multiple Regression Results
Model 12 Unstandardised Standardised t Sig.
Coefficients Coefficients
Beta Std. Error Beta
(Constant) 4921 0.206 23.859 0.000%#*+
ACPOL -0.059 0.049 -0.088 -1.194 0.235
ACIND 0.009 0.036 0.017 0.245 0.806
ACEXP 0.217 0.102 0.153 2.127 0.035%*
LNIAF -0.014 0.012 -0.091 -1.120 0.265
LNNAS -0.006 0.006 -0.079 -1.022 0.309
LNTASSET 0.102 0.030 0.603 3.429 0.00 ] =
LNMCAP -0.118 0.024 -0.850 -4.957 0.000%*x*
ROE -0.001 0.001 -0.083 -0.978 0.330
BIG4 -0.047 0.041 -0.083 -1.135 0.259
LNSTAFFS -0.061 0.027 -0.205 -2.225 0.028%*
TREN
0.463
R? 10.333%**
F. stat.

a. Dependent Variable: LNARL * p <0.10; ** p <0.05; *** p <0.01
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Appendix 19

Model 13 Descriptive Statistics

n Minimum Maximum Mean Std. Dev.

LNARL 122 3.61 4.96 4.52 0.21
ACPOL 122 0.00 1.00 0.78 0.41
ACIND 122 0.00 1.00 0.68 0.47
ACEXP 122 0.20 1.00 0.45 0.19
LNIAF 122 0.00 16.75 11.55 1.71
LNNAS 122 0.00 16.39 9.69 3.20
LNTASSET 122 8.91 18.35 13.15 1.62
LN _MCAP 122 9.55 17.94 12.67 1.69
ROE 122 -142.73 182.90 5.14 22.02
BIG4 122 0.00 1.00 0.44 0.50
IHHDQUAL 122 0.00 2.00 1.32 0.66

Model 13 Multiple Regression Results

Model 13 Unstandardised Standardised t Sig.
Coecfficients Cocfficients

Beta Std. Error Beta
(Constant) 5.219 0.199 26.292 0.000%***
ACPOL -0.080 0.054 -0.115 -1.495 0.138
ACIND 0.007 0.038 0.014 0.186 0.853
ACEXP 0.253 0.105 0.179 2411 0.018**
LNIAF -0.017 0.012 -0.115 -1.381 0.170
LNNAS -0.003 0.006 -0.041 -0.511 0.610
LNTASSET 0.095 0.031 0.544 3.084 0.003***
LNMCAP -0.136 0.026 -0.942 -5.261 0.000%***
ROE -0.001 0.001 -0.053 -0.602 0.548
BIG4 -0.079 0.043 -0.137 -1.826 0.071*
IHHDQUA -0.020 0.029 -0.052 -0.696 0.488
L

0.463
R? 9.584***
F. stat.

a. Dependent Variable: LNARL  * p <0.10; ** p <0.05; *** p <0.01
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