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1 Introduction

The objective of financial statements is to providi@rmation about
the entity that is useful to a wide range of userglecision making. In
order to be useful for decision making, financitesments should be
understandable, relevant, reliable, and comparafleneliness of
financial statements is one of the important deteamts of their
relevance.lrrespective of whether one chooses to call tineslen an
objective of accounting or an attribute of useftd@unting information, it
is clear that both the disclosure regulations anthrge part of the
accounting literature adopt the premise that tiness is a necessary
condition to be satisfied if financial statements @ be useful.

Timely financial reporting is an essential ingredidor a well-
functioning capital market. Undue delay in relegdimancial statements
increases uncertainty associated with investmecisidas. The increase
in the delay reduces the information content ankvemcy of the
information. Entities should balance the relativendfits of timely
reporting with the reliability of information proded in the financial
statements. To provide information on a timely basimay often be
necessary to report before all aspects of a trénsacr other event are
known, thus impairing reliability. Conversely, ggorting is delayed until
all aspects are known, the information may be lyighliable but of little
use to users who have had to make decisions imtem.

This paper empirically examined the relationshiptwieen the
timeliness and both company specific and audittedlaactors in a
developing country, Turkey. The objectives of thtady are two-fold.
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First, to measure the extend of timeliness in aeligmg country,
Turkey. Second, to establish the impact of both mamy specific and
audit related factors on timeliness of financigdading in Turkey. This
study may be the first which attempts to estallighassociation between
both company specific and audit related factors tred timeliness in
Turkey. In order to meet these objectives, firsg wetermine the
companies that report at the regulatory deadlirs¢ thport before the
regulatory deadline, and that report after the legguy deadline. Next, we
investigate the effects of both company specifid andit related factors
such as company size, sign of income, industryit apehion, and auditor
firm on timely financial reporting practices.

2 The Regulatory Framework for Timely Reporting in
Turkey

The reporting obligations of Turkish listed compmmirelating to
timeliness of annual financial statements are foundwo regulatory
sources issued by the Turkish parliament: (i) TashkCommercial Code,
1956 (Turk Ticaret Kanunu, 1956) and (ii) Law ofp@tal Market. The
Turkish Commercial Code was published in the Cdfidiournal dated 29
June 1956 and numbered 9353. Turkish CommerciakGoduse 327)
requires annual reports be prepared at least 15 lfpre the date of the
annual general meeting.

The communiqué “Rules and Principles Related toafdral
Statements in the Capital Market” included in theviLof Capital Market
is the other regulatory source that obliges congmato publish financial
statements in a defined period of time. This comioué was enacted in
1989. Capital Market Board (CMB) of Turkey publisheseveral
communiqués related to financial reporting betw&889 (SPK, 1989)
and 2003. There were no changes related to tinsglired financial
statements in these communiqués. In 2003, the Beawdd a broad set
of financial reporting standards that are mostlgnpatible with IASs and
IFRSs (SPK, 2003). These standards became effedtive listed
companies from the beginning of 2005. In order wmkenharmonization
of accounting standards within the country, CMBTafkey abolished its
accounting standards by issuing a communiqué ir8 28PK, 2008).
Currently, Turkish Accounting Standards Board (TASB the only
organization that published accounting standardgtwhre compatible
with IASs and IFRSs.
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According to communiqué enacted in 1989, compathiasare listed
on the stock-exchange must publish their auditedualn financial
statements by the 10th week after their financedryend. According to
communiqué enacted in 2003, separate financiabragits must be
published within 10 weeks of the financial year-esmtd consolidated
financial statements must be published within 1£&kseof the financial
year-end.

3 Review of the Relevant Literature

Timeliness requires that information should be mastailable to
financial statement users as rapid as possible ingl a necessary
condition to be satisfied if financial statemente # be useful. It has
been argued that the shorter the time betweenntieokthe accounting
year and publication date, the more benefit candbéeved from the
audited annual reportdowever,t is not possibléo release annual reports
unless it is certified as accurate by professiamartered accountant(s).
One of the most material reasons for late pubbcatif annual reports by
public limited companies is that the accounts neetle audited before
the release of financial statements. Time lag marfcial report release
and audit delay are intertwined and used interobably in financial
reporting literature. As a result, in many caseeetiness has been studied
together with actually dealt with audit delays (Bais et al., 1998).

The existing literature on timeliness and auditgles very extensive.
Most of these studies have been focused on thdirtiess of corporate
and audit reports. There are studies which emplyicaxamined the
relationship between the audit delay/timeliness aedleral company
characteristics and audit related factors in theetigped countries as well
as in developing countries. These studies are echrout in the US,
Australia,CanadaSpainNewZealandFrance(GreeceChinaBangladesh,
India and Pakistan.

During the last four decades, the literature oreliness in general has
become an established area of research in finaaciedunting. Here,
some of these studies are reviewed which facistatackground to
formulate the hypotheses which have been usedsrstidy.

Bonson-Ponte et al. (2008) analyzed the factorsdétermine delays
in the signing of audit reports on the Spanish iomoius market for the
period from the year 2002 to the year 2005. Themdbthat classification
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to sectors that are subject to regulatory pres§imancial and energy
sector) and the size of company affect the audaydéd/ariables such as
audit firm, qualifications or regulatory change whamo significant

relationship with audit delay in Spain. The resufisow that the
companies of larger relative size sign the augtibrein fewer days. Also
the companies classified to sectors that are reglleternally and are
subject to regulatory pressures also sign the awgiort before those
companies that belong to sectors that are not aislil

Owusu-Ansah and Leventis (2006) investigated tlotofa that affect
timely annual financial reporting on the Athens &tdExchange. The
results indicate that large companies, service eones and companies
audited by the former Big-5 audit firms have shofieal reporting lead-
time. According to the results companies in the stmmttion sector,
companies whose audit reports were qualified amdpamies that had a
greater proportion of their equity shares direethd indirectly held by
insiders do not promptly release their auditedrfeial statements.

Ahmad and Kamarudin (2003) investigated the deteaints of audit
delay in the Kuala Lumpur Stock Exchange duringgéeod 1996-2000.
The results suggests that the audit delay is sogmfly longer for
companies classified as non-financial industry,engng other than
unqualified audit opinions, incurring losses andvih@ higher risk.
Financial companies and companies audited by thgebBend to have a
shorter audit delay.

Owusu-Ansah (2000) analyzed the timeliness of dnmyerts on the
Zimbabwe Stock Exchange in 1994. The results ofatiiaysis indicate
that 98% of the companies in the sample reportechptly to the public.
Also the results show that company size, profitgbénd company age as
statistically significant explanators of the di#aces in the timeliness of
annual reports in Zimbabwe.

Haw and Wu (2000) examined the relation between fierformance
and the timing of annual report releases by listéihese firms for the
period from the year 1994 to the year 1997. Themdbthat good news
firms release their annual reports earlier than bews firms, and loss
firms release their annual reports the latest.

Hossain and Taylor (1998) examined the relationdiepveen the
audit delay and several company characteristid3akistan in 1993. The
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corporate attributes examined in this study are sfzhe company, debt-
equityratio,profitability, subsidiarie®f multinationalcompaniesauditfee,
industry type and audit firm size. The results shdwhat audit delay was
significantly related to the subsidiaries of mutional companies only.

Carslaw and Kaplan (1991) analyzed the determinaingdit delay
in New Zealand for the period from the year 198Thi year 1988. The
results suggested that both company size and $igic@me significantly
affect audit delay far the two years examined. Aditw to the results,
there was a negative association between the detiy and company
size and also the audit delay and the sign of ircom

Ashton et al. (1989) examined the determinantsuditadelay on the
Toronto Stock Exchange from 1977 to 1982. The tesuldicate that
company size is inversely related to audit deldyeyTalso indicate that
financial service companies, as well as companids year-ends in their
“busyseasonhaveshorterdelays And alsoBig-9 auditorsare consistently
associated with shorter audit delays than are smallditing firms.

Ashton et al. (1987) analyzed the determinantsuditalelay in USA
in 1982. They found that audit delay is signifidgmbnger for companies
that receive qualified audit opinions, are in thdustrial as opposed to
financial industry classification, are not publicthaded and have a fiscal
year-end other than December, have weaker inteamdiols, employ less
complex data-processing technology, and have aagrealative amount
of audit work performed after year-end.

Mostof theprior studies have focused primarily @eveloped markets.
To date, rare studies have systematically examinedelative effects of
factorson timely reporting behavior of companiesimerging economies.
The present study contributes to the literatur@tmyiding such evidence.

4 Research Methodology
4.1 Aim of the Research

The aim of this research is to investigate theoffef both company
specific and audit related factors such as comsazs; sign of income,
industry, audit opinion, and auditor firm on timeiyancial reporting
practices for companies listed on Istanbul Stoc&haxnge (ISE).
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4.2 Sample Selection and Data Collection

The sample covers the listed Turkish companiestieryear 2007.
Because of the need to obtain information from ahneports, the study
was restricted to public companies. There were @ffipanies listed on
the Istanbul Stock Exchange as at 31 December 20@&7.chose our
sample on the basis of the following criteria. Einge eliminated 102
financial companies because of the major differebetween such
companies’ disclosure requirements and audit proesdand also those
companies are subject to additional regulationsosecwe excluded
5 companies having financial year-end other thaib8&ember because,
as suggested in the literature, the month of firdn®@ar-end influences
timely reporting behavior. Third 1 company was exed because of lack
of audit report. The final sample consists of 2binpanies, representing
about 66% of all companies listed on the markebldd reports the
sampling design. In our sample companies, six efahdit reports were
dated as 2007 but we assume that it was writtemistake so we count
them as a sample.

Tab. 1: Summary of Sample Criteria

Description No. of LisFec Percentage _of
Companies| Total Populatiof

Companies listed on ISE as of 31 319 100.00

December 2007

Deduct:

Companies in the financial sector 102 31.p7

Companies with financial year-end other 5 1.57

than December

Companies lacking some data of intenest 1 0.31

Companies with usable data (the sample 211 66.15

size)

Source: author’'s own presentation.

The data for each of the 211 sample companies taken from their
annual reports. Using 211 company reports from IBIE companies
during 2007, this paper analyses the timelinesmahcial reports by first
determining the reporting lags, and then by usingmaltivariate
regression to identify the determinants of repgrtags.
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4.3 Hypotheses

To better understand how Turkish companies responitie timely
reporting requirements, it is necessary to relatrttimely reporting
practices to certain factors. While there may benynfactors, company
specific and audit related ones have been propasddtested in prior
studies as being particularly important. This stuayestigates some of
these factors that are relevant to the socio-ecanoamditions in Turkey
and for which data were available. The audit reldtectors include the
audit firm (AUDITOR), audit opinion QPINION), and company specific
factors include company siz&IZE), sign of income INCOME), and
industry (NDUSTRY. Therefore, the hypothesis of this study is drawn
below;

H1: Reporting lead time is a function of a companys size.

Company size has been the variable studied magpidrgly by many
studies and measured by the year-end total ascetschb company as in
prior studies (Abdulla, 1996; Ashton et al., 198&rslaw et al., 1991;
Courtis, 1976; Davies et al., 1980; Gillings, 19R&wton, 1989). Most
prior studies found a negative association betwabe audit
delay/timeliness and the company size. Both pasitand negative
relationship can be found between the companyaizethe lead time of
the financial statements. Usually, large compaarestimely reporters for
several reasons. First, large companies have meseurces, more
accounting staff, and sophisticated accountingrmédion systems that
result in more timely annual reports. Second, lacgmpanies tend to
have strong internal control systems with the cqueace that auditors
spend less time in conducting control tests. Delays, therefore
minimized and this enables the companies to repomptly to the
public. Third, large companies tend to be followsda relatively large
number of financial analysts who usually rely andly release of annual
reports to confirm and revise their expectationsarhpanies’ present and
future economic prospects. And also management waags to reduce
the probability of increased regulative control ovheir reporting
activities. (Larger firms have taken less timedpart, which is expected
because they are more in the public eye). On contitacan be argued
that large companies publish their financial staets later than the small
ones since the financial transactions in large onigs are more
complex. In other words, there may be a positiV&imnship between the
size of the company and the lead time.
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H2: Reporting lead time is a function of an auditor

Auditors are classified into the Big 4 and the mg-4. The Big 4
refers to Pricewaterhouse Coopers, KPMG, Ernst&gouand
Deloitte&Touche. The Big 4 audit firms are assigrdeand the others are
assigned 0. Most of the prior research about thigest (Ahmad et al.,
2003; Ansah et al., 2006; Ansah, 2000; Ashton.ett8B9; Bonson-Ponte
et al.,, 2008; Carslaw et al., 1991; Hossain et H98) investigates
whether audited by Big audit firms have any positeffect on the lead
time of financial statements. It is expected thatlead time for the Big 4
firms will be lesser than the lead time for the Bemafirms. This is
because the former are large firms and thus issimed that they are
able to audit more efficiently and have greatexiBigity in scheduling the
audits so that it can be completed on time. Howewv@egative effect can
also be expected since the numbers of Big fountdi@are much more
than small auditing firms. In other words, it cae lexpected that
companies that are audited by big four publishrthieancial statements
later than other companies that are audited bylsaoaglit firms. Larger
audit firms have larger clients, and the latterramge likely to have “on-
going” audits than small companies; or that thgdarauditing firms are
more efficient. Big 4 firms, because they are lafgens, might be able to
audit more efficiently, and have greater flexilyilitn scheduling to
complete audits on a timely basis.

H3: Reporting lead time is a function of sign of icome.

Sign of income is selected as a determinant of lyimeporting in
most of the studies (Ahmad et al., 2003; AnsaHh.eP806; Ashton et al.,
1989; Ashton et al., 1987; Bamber et al., 1993;slaar et al., 1991;
Hossain et al., 1998). In this study, the compangg®rting an income
will be assigned 1 whereas the remaining will bsigmed 0. The
companies reporting an income for the period aneeeted to have a
shorter lead time compared to the ones reportiltgga Thus, a negative
association is expected between the lead time #wed companies
reporting an income. Loss announcements take lotgeeach to the
public than income announcements. It is suggestet earnings
announcements containing good news might be addarael, in
particular, that earnings announcements contaibam) news tend to be
delayed (Givoly et al., 1982).
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H4: Reporting lead time is a function of audit opinon.

The previous studies suggested that the lead tsm&niincreasing
function of the audit opinion (Ahmad et al., 20@&hton et al., 1989;
Ashton et al., 1987; Bonson-Ponte et al., 2008si@er et al., 1991). The
qualified audit opinion is viewed as bad news amastslows down the
reporting process. Companies not receiving standadit opinions are
expected to have a longer lead time compared tooties receiving a
standard (clean) report. In this study, a standamjualified) audit
opinion will be assigned 1, and the rest are assign

H5: Reporting lead time is a function of industry.

Industry is selected as a determinant of timelyripg in most of the
studies (Ahmad et al., 2003; Ansah et al., 2006htés et al., 1989;
Ashton et al., 1987; Carslaw et al.,, 1991). Thigdgt classifies the
companies into manufacturing and non-manufactunagstry based on
the ISE classification. In this study, the manufacg companies were
coded 1 and others were coded 0. It is expectddthiaindustry of the
companies has effect on the lead time of finarst@lements. Put another
way, the companies in some industries are expetiegublish their
financial statements earlier than other industries.

4.4 Model Specification

As in prior studies, we define “timeliness” as thember of days
between a company’s financial year-end and thedddie audit report.
As in Owusu-Ansah (2000) and in Owusu-Ansah ancehés (2006), we
prefer to use “lead time” instead of “delay”, whishgenerally used in the
literature, to denote timeliness. If a company asés its financial
statements within regulatory deadline, then, itnoanbe said that the
company has delayed in releasing its financiakstants. Therefore, we
describe the number of days that elapses betweemaany’s financial
year-end and the date of audit report as its reygpread time. We
computed the lead time for each company by countiaghumber of days
that elapsed between its financial year-end anddidie of the audit
report.

To investigate the influence of the selected compspecific and
audit-related factors on timely reporting behawbthe companies in our
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sample, we estimated the following cross-sectiaegiression model.
Table 2 shows the explanation of the explanatadgpendent variables.

LEADTIME = b, +b, [SIZE+b, [ AUDITOR+b, [ INCOME

1
+Db, [DPINION+b, INDUSTRY+ e S

Tab. 2: Definitions of Independent Variables

O

A

Indgpendent Explanation

Variables

SIZE Total assets of company

AUDITOR Type of audit firm represented by a dummy variable:
“Big -4 audit firms” assigned a 1, otherwise a 0.

INCOME Sign of current year income represented by a dumm
variable: companies with “positive net income” gesd
a 1, otherwise a 0.

OPINION Type of audit opinion represented by a dummy véeia
“standard opinion” assigned a 1, otherwise a 0.

INDUSTRY Industry classification represented by a dummyalde:
“manufacturing” companies assigned a 1, otherwiBe

Source: author’'s own presentation.
5 Results

5.1 Summary Statistics

The reporting obligations relating to timelinesssefparate financial

statements and consolidated financial statementsTwkish listed

companies are different. Separate financial statésn@ust be published
not later than 73 days, and consolidated finansiatements must be
published not later than 101 days after the firdngear end. Therefore,
the model was tested for two groups separatelyeimg of descriptive

statistics. The lead time of audited financial esta¢nts can be seen in
Table 3-A and Table 3-B below.
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Tab. 3-A: Pattern of Publication Dates of Separate
Audited Financial Statements

Lead-Time of Frequency| Percentage Cumulative
Publication Percentage
0-30 1 1.00 1.00
31-40 1 1.00 2.00
41-50 9 9.00 11.00
51-60 10 10.00 21.00
61-72 37 38.00 59.00
73 13 13.00 72.00
74-80 15 15.00 87.00
81-90 4 4.00 91.00
91-100 4 4.00 95.00
101-110 4 4.00 99.00
111-120 0 0.00 99.00
121-130 1 1.00 100.00
TOTAL 99 100.00

Source: author’s own calculation.

As shown in Table 3-A about 59% of the companigomed earlier
than the expected ?3lay after a company’s financial year-end. Thirteen
percenbf thecompanieseleasedheir auditedinancialstatements exactly
on the 75 day.About 28% of the ISE listed companies reported, latth
the maximum delay being 56 days. The analysisstisws that while the
shortest lead time was as early as 14, the longesas late as 129.

Tab. 3-B: Pattern of Publication Dates of Consolidiged
Audited Financial Statements

Lead-Time of Frequency| Percentage Cumulative
Publication Percentage
0-30 0 0 0
31-40 0 0 0
41-50 3 2.68 2.68
51-60 8 7.14 9.82
61-70 15 13.40 23.22
71-80 12 10.71 33.93
81-90 15 13.40 47.33
91-100 21 18.75 66.08
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Lead-Time of Frequency| Percentage Cumulative
Publication Percentage
101 20 17.85 83.93
102-110 17 15.17 99.10
111-120 1 0.90 100.00
TOTAL 112 100.00

Turel, A. G.:Timeliness of Financial Reporting in Emerging CapMarkets: Evidence

Source: author’s own calculation.

As shown in Table 3-B about 66% of the companigemted earlier
than the expected 19Hay after a company’s financial year-end. About
18% of the companies released their audited firdrstatements exactly
on the 101 day. About 16% of the ISE listed companies rembitee,
with themaximum delaypeingl2days.The analysis also shows that while
the shortest lead time was as early as 43, theekinvgas as late as 113.

Tab. 4-A: Summary Statistics (Separate Financial $ttements)

Summary Statistics

: - , Standard | ,, +
Variables |[Minimum | Maximum Mean Deviation Yo
LEADTIME 14 129 69.68 15.44
SIZE 2877495 3037 876 731233 689 115418 125 146
AUDITOR 39.39
INCOME 71.73
OPINION 83.84
INDUSTRY 78.79

" % of companies whose dummy variable was coded as 1

Source: author’s own calculation.

Table 4-A presents summary statistics of the véglnsed in this
study. As is evident, it takes ISE listed compairfibat prepares separate
financial statements) approximately 70 days, orrages to report to the
public after the end of their financial year-entieTstandard deviation for
the LEADTIME variable is 15 days, suggesting considerable biitiain
timely reporting by the companies. It is found tBat39% of the sample
was audited by big four audit firms and 71.72% hed tompanies audit
report was standard. 83.84% of the companies remarincome for the
year 2007 and 78.79% of the companies were operating in the
manufacturing industry.

124



European Financial and Accounting Journal, 2010,5/mo. 1, pp. 113-133.

Tab. 4-B: Summary Statistics (Consolidated FinanciaStatements)

Summary Statistics
: - , Standard | ,, +

Variables Minimum | Maximum Mean Deviation Yo
LEADTIME 43 113 86.3( 17.13

SIZE 11 457 411 9 770 052 000L012365604 1985386917
AUDITOR 45.54
INCOME 75.89
OPINION 84.87
INDUSTRY 80.34

*
% of companies whose dummy variable was coded as 1

Source: author’s own calculation.

Table 4-B presents summary statistics of the visalbised in this
study. As is evident, it takes ISE listed compan(#sat prepares
consolidated financial statements) 86 days, onaaesrto report to the
public after the end of their financial year-entieTstandard deviation for
the LEADTIME variable is 17 days, suggesting considerable bi#itiain
timely reporting by the companies. It is found th&t54% of the sample
was audited by big four audit firms and 75.89% ke tompanies audit
report was standard. 84.82% of the companies remarincome for the
year 2007 and 30.36% of the companies were opgraitn the
manufacturing industry.

Tab. 4-C: Summary Statistics

Summary Statistics

. - . Standard | ,, «
Variables Minimum | Maximum Mean Deviation %
LEADTIME 14 129 78.50 18.32
SIZE 2877 495 9770 052 000647 015 024 104 786 332
AUDITOR 42 .64
INCOME 73.99
OPINION 84.34
INDUSTRY 79.64

*
% of companies whose dummy variable was coded as 1

Source: author’s own calculation.
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Table 4-C presents summary statistics of the viesabhsed in this
study. As is evident, it takes ISE listed compaiiggroximately 79 days,
on average, to report to the public after the dritiar financial year. The
standard deviation for theEADTIME variable is 18 days, suggesting
considerable variability in timely reporting by tbempanies. . It is found
that 42.65% of the sample was audited by big fawditafirms and
84.36% of the companies audit report was standa8®3% of the
companies report net income for the year 2007 a9®2% of the
companies were operating in the manufacturing itrgus

Tab. 5: Table for Mean Differences for Dichotomoud/ariables

LEADTIME Independent Variables
Big 4 Audit Firms Others
LEADTIME (Mean) 80.76 76.83
Standard Deviation 16.83 19.25
Standard Opinion Others
LEADTIME (Mean) 77.16 85.76
Standard Deviation 18.48 15.78
Net Income Loss
LEADTIME (Mean) 76.25 84.87
Standard Deviation 18.12 17.51
Manufacturing Others
LEADTIME (Mean) 78.43 78.77
Standard Deviation 18.76 16.67

Source: author’s own calculation.

Table 5 shows the results from comparison of mdaetaieen the
dichotomous variables. From the table, it can le® $kat on average, the
delay in financial reporting increases with thesarece of a loss, qualified
audit opinion while reduces for companies auditgdsimall audit firms.
As for AUDITOR the mean delay for Big 4 audit firms are highgr b
about 4 days than those for small audit firms vaitmean delay of only
76 days. RegardintNCOME, companies suffering from losses seem to
have a longer mean delay than those gaining aiy®sitet income.
Companies receiving a qualified audit opinion alsem to take on
average of 8 days more than those receiving a chaatit report.
However, there is no significant difference of fimancial reporting delay
between companies in manufacturing industry orratigustries.
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5.2 Regression Analysis

The reporting obligations relating to timelinesssefparate financial
statements and consolidated financial statementsTwkish listed
companies are different. Separate financial statésn@ust be published
not later than 73 days, and consolidated finansiatements must be
published not later than 101 days after the fir@ngear end. This
difference was eliminated in order not to reachoinect regression
results. Instead of days, a ratio was used as andept variable in
regression analysis. In order to calculate thisorahe lead time of
financial statements were divided to obligatoryedahd the result was
multiplied by hundred. For instance, if a companyplshes its separate
financial statements 45 days after the year erelddpendent variable is
calculated as 61.64 (45/180)

Tab. 6: Regression Model

MODEL: LEADTIME=h, +b, [SIZE+b, [ AUDITOR+b, [INCOME
' +b, [OPINION +b, INDUSTRY+e
Coefficient t-value
INTERCEPT 87.19 21.027
SIZE —-1.23 E-009 -1.421
AUDITOR 5.687 2.128
INCOME —6.786 —2.215
OPINION —-7.520 -2.037
INDUSTRY 12.385 3.944
Summary of the Regression Output
Sample Size 211
F Ratio 6.297
Significant F 0.000
R’ 0.133
Adjusted R 0.112

*Significant at 0.05

Source: author’s own calculation.

Table 6 above presents the multiple regressiortsefu the sample.
As seen in the table, the F-statistic of modelgsificantly different from
zero, indicating that a subset of the independanables does explain the
variation in LEADTIME about its mean. The value of the adjustéd R
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indicates that only 13% of the variationLiBEADTIME is explained by the
model. The coefficient estimates #UDITOR INCOME, OPINION and
INDUSTRY are all statistically significant. Lead time wassjtively
associated witPAUDITOR INDUSTRYand negatively associated with
INCOME and OPINION This means that lead time decreases with the
presence of income and standard audit report. @nother hand, an
increase in lead time was observed with Big 4 awdfirms and
manufacturing industry. Th8IZE coefficient is negative but statistically
not significant.

It was also found that companies receiving a geadlifudit opinion
seem to suffer from a longer lead time than theseiving a standard
(clean) audit report. Logically, it can be arguéa@ttauditors need to
spend considerable amount of time and effort inspug audit
procedures to confirm the qualification or maybegbly to avoid such
qualification. Manufacturing companies were hypsthed to have a
longer lead time than other companies as the formoemally have a
higher level of inventory or fixed assets. As weokn the audit of
inventory is normally the most time consuming ahdst more tentative
audit work is required. According to our resultee tmanufacturing
industries report a longer lead time (12 days) thathe rest.

According to these results, companies that aretediddy big four
audit firms publish their financial statements 6ysidater than other
companies that are audited by relatively small tafidns. This result
contradicts with the prior researches (Gilling, Z9®Williams et al.,
1982). With the assumption that big four audit Brare more efficient
and are more likely to have “on-going” audits tisamall companies, they
found that companies audited by big four publisteirthfinancial
statements earlier than other companies. Besidgsalstudy conducted
in China (Ng et al., 1994) reports similar reswdtghis study. The small
auditor companies will make special efforts to dvalelays in the
auditing, with the result that the audit delay v less for these auditors.

The other finding of this study is that companibattreport net
income for the period publish their financial stagnt 7 days earlier than
other companies that report loss for the perioddadition, it is found that
companies that have standard audit reports publir financial
statements 8 days earlier than other companieshiénad qualified or
adverse opinions. Finally, this study finds thatmpanies that are
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operating in the manufacturing industry publishitfieancial statements
12 days later than other industries.

The nature and degree of multicollinearity among #xplanatory
factors andLEADTIME were assessed. Table 7 presents the correlation
matrix of the independent variables. Neverthelgsseems that in this
study, multicollinearity does not pose a problem imterpreting the
regression results as the highest value of coioelas 0.30 represents the
correlations betweeiNCOME andOPINION

Tab. 7: Pearson Correlation Matrix

Variables SIZE AUDITOR INCOME OPINION [INDUSTRY
SIZE 1

AUDITOR 0.243 1

INCOME 0.185 0.141 1

OPINION 0.049 0.213 0.309 1

INDUSTRY| —0.097" | -0.039 0.075 0.041 1

’ Significant at 0.01 " Significant at 0.05 Significant at 0.10

Source: author’'s own calculation.

Conclusions, Limitations and Implications for Future
Research

It is not only necessary that users have finanofarmation which is
relevant to their predictions and decisions; tHermation should also be
current in nature rather than relating only to priperiods. The
information used by investors and creditors shdadcturrent at the time
of making the predictions and decisions. The acdatiom and
summarization of accounting information and its lmattion should be as
rapid as possible to assure the availability ofrenir information to the
users. Timeliness is recognized as an importantractexistic of
accounting information by the accounting professitine users of
accounting information, and the regulatory agencies

This paper investigates the effects of both comsegific and audit
related factors such as company size, sign of iegcamdustry, audit
opinion, and auditor firm on timely financial refiag practices in a
developing country, Turkey. For this objective,alitial statements and
audit reports of 211 listed companies which are opérating in the
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financial industry were analyzed. The descriptimalgsis indicates that
59% of the companies that prepares separate falastatements and
66% of the companies that prepares consolidatezhdial statements
release their financial statements less than theimmen time allowed
after the financial year-end. 28% of the compaties prepares separate
financial statements and 16% of the companiespttegtares consolidated
financial statements exceeded the regulatory deadli

According to empirical results; 13.30% of the vaoa in the lead
time in our model is explained by variations in g@amy size, auditor
firm, sign of income, audit opinion, and industryhe coefficient
estimates foAUDITOR INCOME OPINION andSECTORare all found
statistically significant. TheSIZE coefficient is found negative but
statistically not significant.

The findings indicate that the companies that repet income, have
standard audit opinion release their financialesteants earlier. On the
other hand, it is found that the companies thataardited by big four
audit firms and operating in manufacturing industrg late reporters.

The analysis provides strong support for the noti@t the financial
statements are delayed when a loss is reportedqorkfied opinion is
given. The possibility is that management delays rporting of bad
news by delaying the financial statement. Accordimgesults, it can be
argued that investors should expect a loss or hfigdaaudit opinion for
the period if the company does not release itsfired statements early.
In addition, it can be said that small audit firexe making special efforts
to avoid delays in the auditing. Since the big faudit firms in Turkey
have a high number of customers it is not surpyisivat there have been
some delay in their auditing.

While these conclusions are consistent with priodigs, they should
be considered in the light of these limitationgsEithe results may not be
generalizable to financial companies listed becausf companies were
excluded from our sample. Second, this study diccansider all relevant
factors that might affect timeliness in reportinginally, this study
investigates the timely reporting behavior of 1IS§eld companies at a
particular point in time. Future research may exehe same sample of
companies over a period of time to ascertain teadtrin their timely
reporting behavior.
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Timeliness of Financial Reporting in Emerging Capial
Markets: Evidence from Turkey

Asli Gunduzay TUREL
ABSTRACT

Timely financial reporting is an essential ingreditor a well-functioning
capital market. The objectives of this study are-teld. First, to measure
the extend of timeliness in a developing countryrk€y. Second, to
establish the impact of both company specific amditaelated factors on
timeliness of financial reporting in Turkey. Thitudy reports on the
results of an empirical investigation of the timeks of financial reports
by 211 non-financial companies listed on the Istérftock Exchange.
The descriptive analysis indicates that 59% of twnpanies that
prepares separate financial statements and 66%eotampanies that
prepares consolidated financial statements reletssr financial
statements less than the maximum time allowed #feefinancial year-
end. 28% of the companies that prepares sepanatecfal statements and
16% of the companies that prepares consolidateahdial statements
exceeded the regulatory deadline. The multivarragression analysis
indicates that both sign of income, audit opini@uditor firm and
industry affect timeliness. The findings indicakatt the companies that
report net income, that have standard audit opjraad that are operating
in manufacturing industry release their financtatesments earlier. On the
other hand, it is found that the companies thataardited by big four
audit firms are late reporters.

Key words: Timeliness; Financial Reporting; Accounting; Turkey
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