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Abstract

The relevance of timely release of audited financial statements cannot be overemphasized as
it stands as one of the indicators of financial reporting quality. This is surely the major reason
why issues relating to audit report lags have continued to attract massive research interest.
This study examined the impact of accounting manipulation on audit report lag in Nigeria.
The generalized method of moments regression technique was used in analyzing the data.
The results showed that tax planning measured by Effective Tax Rate (ETR) was found to
impact negatively and significantly on audit report lag. The result also showed that when
financial reports are restated, it reduces audit report lag in quoted non-financial firms in
Nigeria. The results further revealed that financial distress has a significant impact on audit
report lag in quoted non-financial firms in Nigeria. The study has established that approaches
like restatements and tax planning can increase audit report lag since both activities usually
occur at the end of the accounting year as tax expense. The study recommends that tax
authorities can begin to look at the dynamics of reporting in companies because in detecting
cases of tax planning manipulations, investigating timeliness of such reports can become part
of the broader investigative tools that tax authorities can employ.

Keywords: Accounting Manipulation, Effective Tax Rate, Accounting Restatements,
Financial Distress and Audit Report Lag.
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1. INTRODUCTION

Timeliness of published audited annual reports and account is one of the
essential qualitative attributes desired of any good accounting information (Ogbaisi,
Izedonmi & Dabor, 2016). Timeliness of accounting information is about the
availability of accounting information when it is needed (Leventis, Weetman, &
Caramanis, 2005). Therefore, it is plausible that managers have incentives to delay
financial reporting to the public. Oladipupo and Izedonmi (2013) support this view
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indicating that management delay contributes to audit report lag. Therefore, this
study argues that management intention and proclivity to manipulate financial
statements in order to present a desirable financial perspective to shareholders is a
verified incentive for distorting audit report lag. Accounts manipulations in the
context of this study are defined as opportunistically used discretion over accounting
numbers with intention to mislead users of the information. According to Balaciu
and Pop (2013) manipulation is defined as when the managers of an organization
intentionally misstate their financial information to favorably represent the entity’s
financial performance.

Trueman (1990) suggests that the actions, planning, and waiting involved in
managing earnings invariably requires time and effort, which could lead to delays.
Another explanation for the possible association between accounting manipulation
and financial reporting timeliness can be derived from the time consumed and the
effort required by the auditors to avoid the risk of signaling bad news, resulting from
manipulated financial reports. Companies engaged in accounting manipulations are
likely to extend the time of releasing their financial statements. This view is
consistent with Lee and Son (2009) who attributed such results to the increasing
effort performed by auditors to scrutinize earnings management activities.
Timeliness is among the key determinants of the quality of any financial report.
Delay in rendition of reports have raised several issues regarding: Why would
organization delay in presenting its reports? What caused the delay? Who is
responsible for the delay (Management or Auditor)? Is financial reporting delay
intentional? Do Management delay financial reporting in order to buy time to
manipulate earnings? Does early reporting depict the absence of accounting
manipulation following ‘the good news early and bad news late framework’ Are
there incentives for financial reporting delay? Several studies have been carried out
on this research area in developed climes (Cohen, Dey, Lys, & Sunder, 2007;
Johnson & So, 2018; Noh, So, & Verdi, 2020; Kim, Pierce & Yeung; 2020;
Mayapada, Biswas & Roberts, 2024). However, studies in this subject area in
developing economies are few. To the best of the researcher’s knowledge,
accounting research targeted at empirically unveiling the implications of accounting
manipulations on audit report lag is at its very nascent stage and particularly
inadequate for emerging economies.

Ogbaisi, Dabor and Omokhudu (2022); Ogbaisi and Aronmwan (2022);
Ogbaisi (2021), Ogbaisi and Dabor (2020) document that in a market that is not
entirely efficient like in developing climes such as Nigeria, the capital market does
not disclose all the information correctly and quickly. Thus, an inefficient market
enhances the use of accounting manipulation as it will be possible to mislead users
of financial information because investors will not be able to see through the market
in identifying such manipulations. Ezat (2018) and Kim, Pierce, and Yeung (2020)
examined the implications of accounting manipulation on financial reporting
timeliness. However, some fundamental limitations were observed in their studies.
Firstly, the studies examined only one measure of accounting manipulation.
Secondly, the studies used only core accounting indicators. This study goes a step
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farther by incorporating other core accounting models such as tax planning and
accounting restatements which have scarcely been used in prior studies. The use of
both accounting manipulation proxies is premised on the fact that prior studies
suggest that both approaches can impact on audit report lag. This assertion is
misleading because both activities usually occur at the end of the accounting year,
as tax expense is one of the last accounts to be closed and audited before firms
announce their earnings, making it an ideal account to carry out earnings
manipulation. Hence, suggesting that both approaches can increase audit report lag.
This study also incorporates statistical model (Altman Z score financial distress
indicator model) which is also a determinant of audit report lag. This is premised on
the fact that distressed firms may try to delay reporting bad news to their
stakeholders, for instance, in order to avoid a reduction in trade credit and bank loans
or customer trust. Section two is on literature review and hypotheses development,
section three is on methodology, section four is on data presentation, analyses, and
implications of findings while section five is on conclusion and recommendations.

2. LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

2.1. TAX PLANNING AND AUDIT REPORT LAG

Gontara and Khlif (2020) examined the association between audit report lag
(ARL) and tax avoidance and test whether external auditor type affects this
relationship. ARL is measured as the number of days from fiscal year-end to the date
of the auditor’s report, while tax avoidance is measured using effective tax rate.
Using a sample of 45 South African companies over the period of 2010-2013, the
authors document that ARL is positively associated with tax avoidance and this
relationship remains positive when the company is audited by a Big-4 audit firm and
not significant when the company is audited by a non-Big-4. The authors’ findings
have important implications for auditors aiming to reduce audit risk as they may
consider the impact of tax avoidance and pay more attention to companies with a
high degree of tax avoidance. Fourati and Mardessi (2020) investigates the effect of
Book-Tax Conformity (BTC) on audit report lag in Canada. Panel data analysis was
used to assess the hypotheses raised. The findings revealed a positive relationship
between BTC and audit report lag. Furthermore, the findings revealed that BTC
impact on audit quality and that the results are relevant to stakeholders.

Asiriuwa, Adeyemi, Uwuigbe, Uwuigbe and Ozordi (2021) explored the
effect of tax aggressiveness on the timeliness of financial reporting. This research,
comprising a survey of 50 companies operating in Nigeria's financial sector, gained
insights from the stakeholders’ theory to investigate the impact of tax aggressiveness
on the timeliness of financial reporting. Tax aggressiveness was measured using
variables such as tax avoidance, taxable income, book-tax difference, and book
effective tax rate. The authors analyzed the data using the logistics regression
method. Empirically, the results showed that there is a significant positive
association between tax avoidance and the timeliness of financial reporting. Taxable
income revealed a positive and significant relationship with timeliness of financial
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reporting. Book-tax difference indicates a negative and insignificant relationship
with the financial reporting timeliness. While book effective tax rate revealed a
positive and insignificant association with the timeliness of financial reporting.
Overall, this indicates that Nigerian financial firms' tax aggressiveness has a bigger
effect on the timeliness of financial statements.

Mulia and Wilsen (2020) aims to find the empirical evidence about the
factors that affect the timeliness of financial reporting in companies listed on the
Indonesian Stock Exchange. The factors assessed in this study are tax avoidance,
audit opinion, and leverage ratio. The samples consist of 100 manufacturing
companies listed on the Indonesian Stock Exchange from 2014-2017. The 400 total
observed cases are comprised of annual reports from the selected companies are
analyzed using logistic regression. The results of this study identified that audit
opinion affects the timeliness of financial reporting, while tax avoidance have no
effect on the timeliness of financial reporting of companies listed on the Indonesian
Stock Exchange. Christianus and Thia (2020) examined the effect of tax avoidance
measured by the effective tax rate on timeliness of financial reporting. The
population observed in this study were manufacturing companies listed on the
Indonesia Stock Exchange (IDX). The sample used is a manufacturing company
registered in 2013 to 2017 using the purposive sampling method, which is the
method of determining the sample that provides the data needed in this study. Sample
selection includes companies that publish data or information needed to calculate all
the variables needed. The sample selection criteria are first, companies listed on the
Indonesia Stock Exchange from 2013 to 2017. Second, companies that publish
annual reports and financial reports. The sample companies used were 83 with a total
observation of 220. The samples were analyzed using multiple linear regression.
From the results of the study, tax avoidance proxied by ETR has a positive effect on
timeliness. Flowing from the foregoing, we, therefore, hypothesize that.

HOI: Tax planning strategies have no significant impact on audit report lag
of quoted non-financial firms in Nigeria.

2.2. ACCOUNTING RESTATEMENTS AND AUDIT REPORT LAG

Gerayli (2018) examines the effect of irregular audit result lags on potential
financial restatement of corporations, which is used as a proxy for accounting fraud.
To accomplish this, a random sample of 82 companies listed on the Tehran Stock
Exchange from 2010 to 2014 was chosen, and the study hypotheses were evaluated
using logistic regression models. The findings show that excessive audit report lags
increase the probability of potential financial restatements. Additionally, the results
indicate that the impact of irregular audit report lags on financial restatements is
amplified by the auditor's economic bonding with clients. Ma, Du, and Zhang (2018)
examined the relationship between Chinese accounting restatements and annual
report timeliness using manually gathered data from 2004 to 2014. The findings
show that after an accounting restatement occurs, a corporation takes longer than
expected to file annual reports, implying a negative correlation between Chinese
accounting restatements and annual report timeliness. Additionally, they discovered
that this finding holds true regardless of whether the CEO/chairman or auditor is the
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same during the misstatement and restatement periods. When alternative methods of
timeliness are used, the findings remain robust. Further examination of the
relationship between different restatement characteristics and annual report
timeliness revealed a general negative relationship between restatement intensity and
annual report timeliness.

Chiudini, Cunha and Marques (2017) examined the relationship between
financial restatements and the audit delay. Consist of descriptive research, of the
document type with quantitative approach. Companies with Audit Report between
2011 and 2016 were selected for the survey. The data were analyzed through means
and correlation test in SPSS® software. The results indicate that there is a
relationship between the financial restatements and the audit delay in the years 2011,
2012, 2015 and 2016, while for the years 2013 and 2014 this relationship could not
be confirmed. In 2013, there was no significant difference in the audit delay of the
companies that published or republished the financial statements. Already, in 2014,
there was an inverse relation to the expected, a smaller audit delay related to the
financial restatements. It is concluded, therefore, that in the Brazilian market a
greater delay in the release of the auditor's report may signal greater risks for the
audit, giving indications that the statements can be republished. Blankley, Hurtt and
Macgregor (2014) investigated the relationship between future financial statement
restatements and audit report lags. Audit report lags are defined as the number of
days between the fiscal year-end and the date of the audit report. Ex ante, it is not
clear whether there should be a relationship and, if there is, whether that relationship
would be negative or positive. The authors first discuss the underlying conceptual
rationale for both negative and positive associations, then the authors use a two-stage
approach to empirically examine the relationship. The results showed that compared
to non-restating firms, firms that eventually restate their financial statements have
longer abnormal audit report lags.

Hirschey, Smith, and Wilson (2015) examined whether prompt discovery
and disclosure of earnings restatements is associated with greater post-restatement
financial reporting credibility in US firms. The study measured the timeliness of
restatement detection by the length of time between the end of the misstated period
and the subsequent restatement announcement. The results showed that shorter
detection periods are significantly associated with characteristics of restatements.
The results also show that firms with shorter detection periods exhibit a more
moderate decline in the information content of earnings following restatement
announcements relative to firms with longer detection periods, and that detection
period length has an incremental effect on the information content of earnings
relative to executive and/or auditor turnover alone. In addition, the results showed
that restatement disclosures are timelier following the implementation of the SOX-
era reforms, and that only firms with shorter detection periods experience more
moderate post-restatement declines in the information content of earnings following
the implementation of the SOX-era reforms. Qiu, He, and sheng (2019) examined
whether restatement announcements imply increased fraud risks in Chinese firms in
the context that up to one quarter of listed companies have restated their financial
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reports in China, and explore the implications of the content, severity, and reasons
for restatements with respect to fraud. In this paper, firms with financial restatements
prove to be more likely to be labelled as fraudulent by regulators in China. Second,
the following results also are revealed: (1) financial statements, except Financial
position restatements, provide insights into the revelation of fraudulent behaviors,
(2) the severity of restatements is positively correlated with future fraud disclosures,
and (3) restatements due to negligence are positively correlated with future fraud
occurrences. These results imply that restatement announcements and their different
characteristics provide important information for detecting financial statement fraud.
Flowing from the foregoing, we, therefore, hypothesize that.

HO2: Accounting restatements have no significant impact on audit report
lag of quoted non-financial firms in Nigeria.

2.3. FINANCIAL DISTRESS AND AUDIT REPORT LAG

Luypaert, Tom, Van and Steve (2016) conducted a study using firms quoted
in Belgium using a distress risk model from 1982. The result revealed that there is
evidence to substantiate that higher distress risk leads to a longer delay in financial
reporting. The practical implication of this study is that distressed firms try to delay
reporting bad news in order to avoid a reduction in trade credit and bank loans or
customer trust. Oliver and Maria-del-Mar (2019) investigated whether firms’
reporting delays are interconnected with bankruptcy risk measured using the Altman
Z-score and its financial determinants in Estonia. The findings revealed that firms
with lower values of liquidity and profitability are likely to delay financial reporting.
However, leverage had no relationship with reporting delays. Furthermore, firms
with a higher risk of bankruptcy are likely to delay financial reporting.

In a more recent study, Oliver and Maria-del-Mar (2021) examined which
factors best explain why SMEs delay their annual reports (DAR). Relying on various
theoretical streams, the study examined the effect of financial distress measured
using the Altman score. The study is based on the whole population data from
Estonia, with a total 59,294 unique firms. Two types of DAR, i.e., short- and long-
term delays, are used as dependent variables in the logistic regression analysis. The
paper indicates that both types of today’s DAR are best explained by the previous
DAR behavior of managers, especially in the nearest past. Financial distress has a
lower, but still acceptable explanatory power, while it remains weak for the corporate
governance characteristics. The linkage of DAR and financial distress suggests the
inclusion of the former into credit scoring models. Meinarsih, Yusuf and Hamzah
(2019) examined how bankruptcy possibility impacts on audit delay and timeliness.
This research studies manufacturing firms listed in Indonesian Stock Exchange
(IDX) in the period of 2012-2016. Data are taken from official website of IDX. This
study is quantitative research that seek to find out relationship between independent
variable and dependent variable. External secondary data used are annual reports
accessed from IDX website. Measurement used is Z-Score Altman model prediction,
while simple linear regression is employed as technical analysis. This study finds
that bankruptcy possibility which is measured by Z Score is negatively influence
audit delay and timeliness. Any decrease in Z-Score shows the possibility of a
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company experiencing bankruptcy and therefore causing audit delay and timeliness.
Flowing from the foregoing, we, therefore, hypothesize that.

HO3: Financial distress has no significant impact on audit report lag of
quoted non-financial firms in Nigeria.

3. METHODOLOGY

This study employed an ex-post facto research design. The population of the
study comprises of non-financial firms quoted on the Nigerian Exchange Market. As
of December 2019, there were 112 non-financial firms quoted on the stock exchange
(NGX, 2020). The data for the study were hand-collected from the reports of the
firms used in the study. The sample for the study is seventy-five (75) firms. Filters
were conducted to arrive at the sample size (Ukarin, Ogbaisi & Omokhudu, 2025,
Ogpbaisi, Dabor & Omokhudu, 2022; Ogbaisi & Aronmwan, 2022). In view of the
filters, 37 firms were eliminated and the remaining 75 firms were found to have
satisfied all the filters and therefore constituted the sample size of the study. The data
was retrieved from corporate annual reports of the sampled non-financial firms
quoted on the Nigerian Exchange Market for the period 2010-2019 financial years.

Panel data regression is chosen because of the multidimensional nature of
the data which has both time or periodic dimension and also cross-sectional
dimension. In addition, the technique has other advantages and strengths such as its
ability to incorporate and account for individual-specific heterogeneity, provide
more data variation and degrees of freedom and also ensure the presence of minimal
less collinearity.

MODEL SPECIFICATION

The model used for this study was adapted from the model of Ezat (2018)
which examined financial statements timeliness and real earnings management in
the Egyptian context. The model is presented below:

Ezat (2018) Model
FST =0+, ABCFO + SSize + piLev+ BiLoss + fsAud+ fsTun + [,0pn +g
FST = p0+; ABPROD + p,Size + f:Lev+ f4Loss + fsAud+ fsTun + [,0pn +e

The Ezat (2018) model above however employs a narrow evaluation of
manipulation using only real earnings management and this is a limitation of the
model which has been corrected for in this study. This study examines three
dimensions of accounting manipulation using a combination of both financial
indicators of manipulation such as tax planning and accounting restatements which
are all accounting approaches and the statistical model which is the Altman Z-score.
In line with literature, the study controlled for some auditor-related control variables
which prior studies (Lee & Jahng, 2008; Pradipta & Zalukhu, 2020) show have
strong impact on different financial reporting quality proxies, including audit report
lag. To that effect, two of such variables audit fee and audit firm type was included
in the composite model as control variable. Therefore, the functional form of the
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model showing the delay effect of accounting manipulation proxies on audit report
lag is presented below:

ARL=f (ACCM, control variables)

Thus, decomposing the ACCM proxies and the control variables into the
adapted model employed in the study, the composite model is presented below.

Model 1:
ARL = f (ACRESTAT, TAXPLAN, FINANCIAL DISTRESS, Control Variables)

The econometric model is thus presented below:

ARLi= 0y + O1ACREST, +3,TAXPLAN, + O:FINDIS, + XX 8;AudVi;, + e +

Table 1 Definition and Measurement of Variables

Variables Definition Measurement Source
Dependent Variable
Period between end of zﬁdg;?éhgg(%%y
ARL Audit Report Lag accounting year end and Ogbaisi. Tzed .7
date of auditor’s report gbaisi, Izedonmi
and Dabor (2016)
Independent Variables
Tax planning Ratio of tax expense to pre- | Aditama and
TAXPLAN (Effective tax rate) tax income. Purwaningsih (2014)
Measured as a dummy
Accountin variable of 1 if a company
ACREST & restates financial statement Gunny (2010)
restatement . .
for a particular year and 0 if
otherwise
FINDIS Financial distress Altman Z-score Model Altman (1968)
AUDFEE Audit fee Log of total audit fees Edosa & Ogbaisi
(2024)
Dummy variable of 1 for big . .
AUDFT Audit firm type 4 audit firms and 0 for non- | Loifunmilola &
. Ogbaisi (2024)
big 4 firms

Source: Researchers Compilation (2025)

Measurements of the statistical model-based accounting manipulation
proxy Altman Z-score:

The Altman (1968) formula for computing financial distress prediction
model is given as:

Z=12X1+14X2+3.3X3+0.6X4 +1.0X5

where: Z = Overall index, X1 = Working Capital / Total Assets.

X2 = Retained Earnings / Total Assets.
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X3 = Earnings before Interest and Tax / Total Assets.
X4 = Market Value of Equity / Book Value of Total Liabilities.
X5 = Sales/ Total Assets.
The benchmarks are:
Z>2.67 “safe” zone
1.81 <Z <2.67 “grey” zone

Z < 1.81 “distress” zone

4. DATA PRESENTATION, ANALYSES, AND
IMPLICATIONS OF FINDINGS

Descriptive Statistics and Correlation

Table 2 shows the descriptive statistics of the variables used in this study.

Table 2: Result of the Descriptive Statistics

ARL ACREST TAXPLAN FINDIS AUDFEE AUDFT
Mean 112.7640 0.053333 0.55782 2.78831 4.07172 0.5733
Median 89.00000 0.000000 0.56000 2.40335  4.07515 1.0000
Maximum 934.0000 1.000000 0.99000 16.8480 5.79550 1.0000
Minimum 20.00000 0.000000 0.00000 -3.2031 2.54410 0.0000
Std. Dev. 79.25013 0.224847 0.19528 2.53333  0.57324 0.4949
Skewness 4.512159 3.975719 -0.0806 1.61561 0.22755 -0.2965
Kurtosis 33.23714 16.80634 2.41873 829411 3.40782 1.0879
Jarque-Bera 31116.35 7932.510 11.3707 1202.14  11.6696 125.242
Probability 0.000000 0.000000 0.00339 0.00000  0.00292 0.0000
Sum 84573.00 40.00000 418.364 2091.23  3053.79 430.00
Sum Sq. Dev. 4704157. 37.86667 28.5629 4806.89  246.121 183.467
Observations 760 760 760 760 760 760

Source: Researcher’s Computation using EViews, 2025

On the variable of ACREST, the mean value showed 0.53, which indicates
that about 5.3% of the sampled companies restated their financial statements within
the 10-year study period. The result also showed a mean value of 0.558 for the
variable of TAXPLAN which implies that the average effective tax rate of the
sampled companies is about 56%. This shows that a huge proportion of the sample
are less tax aggressive. The median value of 0.56 also corroborates that more than
half of the sample engage less in tax avoidance practices. But surprisingly, the
minimum value is zero and that means that some of the firms are high tax
manipulators. Also, the variable of FINDIS (Altman z-score) has a mean value of
2.788 which, in line with the original Altman (1968) financial distress model, implies
that the sampled companies are averagely on the ‘Grey zone’. The median value of
2.4 also corroborates that about 50% of the sample are in the grey financial distress
region. The standard deviation of 2.53 is close to the mean value which implies that
the financial distress prediction score among the sampled did not disperse (+£) much
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across the distributions. However, the negative minimum value of -3.2 indicates that
most of the firms are already in the “distress zone” while the maximum value of
16.84 is a sign that a handful of the sample can be classified as “non-bankrupt” or
financially healthy.

Evaluating the characteristics of the control variables, AUDFEE measured
in its log form stood at 4.073 with maximum and minimum values of 5.79 and 2.54
and with standard deviation of 0.576, respectively. The last control variable of
AUDFT has a mean of 0.573 indicating that about 57% of the sampled firms utilize
the services of the Big4 audit firms, while about 43% employed the services of
smaller auditing firms within the 10-year period captured by the study. On the
normality of the data, which can be ascertained by the Jarque-Bera statistics of the
variables and their corresponding probability values, it can be observed from the
result that the probabilities of the Jarque-Bera statistics for all the series are less than
5% which indicate that the variables are not normally distributed. Accordingly,
although a major assumption of linear model (the normality assumption) was not
satisfied, it poses no major problem in panel data analysis with large firm-year
observations in line with the Central Limit Theorem (Ghasem & Zahediasl, 2012).

4.1. CORRELATION ANALYSIS

The correlation analysis of the variables is presented in Table 3 in order to
observe the associations among the variables and to also check for high correlations
which could be a sign of multicollinearity.

Table 3: Result of the Correlation Analysis
ARL ACREST TAXPLAN FINDIS AUDFEE AUDFT

ARL 1.0000

ACREST 0.019738  1.0000

TAXPLAN 0.027325 0.010255  1.0000

FINDIS -0.07391 0.015546  0.089522 1.0000

AUDFEE -0.12433  0.013340 -0.07836 0.07569 1.0000

AUDFT 0.09053 0.012797  -0.05769 -0.01939 0.558616  1.0000

Source: Researcher’s Compilation (2025)

From Table 3, the result of the correlation matrix revealed mixed coefficients
of both positive and negative values. Specifically, two of the variables (that is,
ACREST and TAXPLAN) have positive correlation coefficients of 0.0197, and
0.027, respectively. This means that they all move in the same direction with our
variable of interest, ARL. It also implies that the higher the accounting restatements
and tax aggressiveness, the longer the level of audit report lag. On the other hand,
FINDIS has inverse relationships with the variable of ARL — owing to its negative
correlation coefficients of -0.0739. This means that FINDIS move in the opposite
direction with the variable of ARL. The implication of this outcome is that, holding
other variables constant, greater levels of FINDIS are associated with lower audit
report lag (ARL)
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4.2. MODEL ESTIMATION

The Panel Generalized Method of Moments technique was used to estimate
the effect of accounting manipulation on audit report lag in Nigeria. The results are
summarized in Table 4

Table 4: Summary of the Panel GMM Results (Dep. Var. TFR)

Variables Diff GMM coefficient
ARL -1 0.56427 *** (210.27)
ACREST -13.1509*** (-8.73)
TAXPLAN -18.40689*** (-5.05)
FINDIS 1.566652*** (3.59)
AUDFEE 2.182181 * (0.72)
AUDFT 17.53265 *** (6.60)
-Cons 35.95295 *** (2.58)
No. of observations 675

Wald chiz 98626.97

Groups / instruments 76/60

AR2 0.699191

Source: Author’s computation (2026)
Note: *** ** * are statistical significance at the 1%, 5% and 10% levels respectively; z —
statistics are (in parenthesis)

Table 4 above shows the GMM results on the effect of accounting
manipulation proxies on audit report lag in Nigeria. On how the variable of ACREST
affects the ARL variable, the result showed that ACREST has a negative coefficient
of -13.15 and a z-statistic of -8.73. This means that, holding other variables constant,
one percent increase in accounting restatement is associated with 13.15% positive
change in audit report lag in the short run at 1% level of significance on average —
meaning they exhibit an elastic relationship. Hence, increases in accounting
restatement will lead to a more than proportional increase in audit report lag, ceteris
paribus. On the interpretation of the effect of TAXPLAN (tax planning) on the
variable audit report lag (ARL), it can be observed from the result that TAXPLAN
possesses a negative coefficient of -18.41 and an absolute z-statistic of 5.05. This
means that a one percent change in tax aggressiveness is associated with 18.4%
change in audit report lag in the short run at 1% level of significance on average,
ceteris paribus. Hence an increase (decrease) in aggressive tax planning activities
will lead to a more than proportionate decrease (increase) in ARL and thus exhibiting
an elastic relationship.

It can also be observed from the outcome of the effect of FINDIS (Altman
z-score measure of financial distress) on audit report lag (ARL), that a one percent
change in the Altman z-score is associated with 1.57% change in audit report lag in
the short run at 1% level of significance on average, ceteris paribus. Hence, an
increase (decrease) in the likelihood of financial distress will lead to a more than
proportional increase (decrease) in audit report lag. Since the effect of FINDIS on
TFR exceeds the 1% level of significance, it means that they exhibit an elastic
relationship, holding other variables constant. On the effects of the control variables
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on the variable of interest, the result showed that both AUDFEE and AUDFT possess
positive coefficients (2.18 and 17.53) with z-statistic values of 0.72 and 6.60,
respectively. This means that, on the one hand, one per cent change in audit fee is
associated with a 2.18% increase in ARL in the short run, at the 10% level of
significance on average, ceteris paribus. On the other hand, a one percent change in
audit firm size is associated with 17.5% change in audit report lag in the short run at
1% level of significance on average, ceteris paribus. Hence, an increase in
engagement of the Big4 audit firms will lead to a more than proportionate increase
in ARL and thus exhibiting elastic relationship, while an increase in audit fees will
lead to a more than proportional increase in ARL at the 10% level and thus exhibiting
an inelastic relationship.

4.3. HYPOTHESES TESTING
Test of Hypothesis One

Hoyi. Tax planning strategies have no significant impact on audit report lag of quoted
non-financial firms in Nigeria. From Table 4, the analysis of the estimation reveals
that TAXPLAN (proxied using the effective tax rate) has an absolute z-statistic value
of 5.05 and a significant probability value of 0.000 which is lesser than the
benchmark significance level of 5%. Therefore, the study rejects the null hypothesis
(Hos) that tax planning strategies has no significant effect on audit report lag in
quoted non-financial firms in Nigeria.

Test of Hypothesis Two

Ho2: Accounting restatements have no significant impact on audit report lag of
quoted non-financial firms in Nigeria. From the composite GMM panel estimation
result in Table 4, the variable of ACREST shows an absolute z-statistic value of 8.73
and a small probability value of 0.000 which is lower than the benchmark of 0.05
(5%) level of significance. Therefore, we reject the null hypothesis two which
implies that accounting restatements have no significant effect on audit report lag in
quoted non-financial firms in Nigeria.

Test of Hypothesis Three

Hys. Financial distress has no significant impact on audit report lag of quoted non-
financial firms in Nigeria. From Table 4, the result in Table 4 showed a z-statistics
of 3.59 for the variable of FINDIS (proxied using Altman Z-score) while probability
value as can be observed from Appendix 5 is 0.000 which is less than 0.5 and thus
statistically significant at the 1% level of confidence. Therefore, in line with decision
rule, the study rejects the null hypothesis (Ho3) that financial distress (Altman Z-
score) has no significant effect on audit report lag in quoted non-financial firms in
Nigeria.

5. DISCUSSION OF FINDINGS
5.1. TAX PLANNING AND AUDIT REPORT LAG

From the outcome of the first hypothesis, the result showed that the variable
of tax planning has a significant negative effect on audit report lag. This is due to the
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negative coefficient of -18.41 and low probability value of 0.000 (p-value < 0.05).
Going the measure of tax planning (that is, effective tax rate — where high ETR
means less tax aggressiveness), the negative effect of tax planning (that is, ETR) on
audit report lag implies that high tax aggressive companies are associated with lower
audit report lags. This result is not in line with theory and equally negates our apriori
expectation of a positive impact. The underlying assumption, based on our reviews,
is that complex tax structures usually stimulates further enquiry during auditing
process which causes audit report lag (Asiriuwa et al, 2021). Thus, our expectation
is that highly tax aggressive firms will be associated with longer reporting delays
due to the complexities associated with corporate aggressive tax planning. Kim et al
(2021) also states that tax expense is among the last accounts to be closed and audited
before firms announce their earnings and makes it an ideal account to identify
earnings management. However, the unfavorable outcome can be attributed to the
divergences in the measurement of effective tax rate while some of the reviewed
studies used natural log of current cash ETR (Asiriuwa et al, 2021; Gontara & Khlif,
2020). Our study used the GAAP ETR. More so, Crabtree and Kubick (2014)
clarified that “effective tax rate measures are arguably noisy and, not surprisingly,
do not exhibit a relation to financial reporting delay” (p.12). However, when
compared with the outcome of prior related studies, it can be observed that the
finding is in tandem with Crabtree and Kubick (2014) which studied 16,340 firm-
years in the U.S. from 1993 to 2010 and found that tax avoidance (through ETR and
BTD) are negatively associated with audit report lag (ARL). Lee and Jahng (2008)
also provide evidence that abnormal audit hours and the provision of tax services,
and services relating to the design of internal control systems, significantly reduce
ARL. In contrast, the result on tax planning is at variance with the recent studies of
Fourati and Mardessi (2020) and Asiriuwa et al (2021) which found that there is a
significant positive association between tax planning and audit report lag. It also
does not agree with that of Christianus and Thia (2020) which found that tax
avoidance, proxied by ETR, has a positive effect on timeliness. The result of Mulia
and Wilsen (2020) which identified that tax avoidance has no effect on the timeliness
of financial reporting of companies listed on the Indonesian Stock Exchange also
negates our finding on tax planning and timeliness. And lastly, the result is also at
variance with Gontara and Khlif (2020) which sampled 45 South-African companies
from 2010-2013 and found that audit report lag is positively associated with tax
avoidance but only when the firm is being audited by a Big-4 audit firm — which
suggests that it takes a top-audit firm to promptly complete auditing process in highly
tax aggressive firms.

5.2. ACCOUNTING RESTATEMENTS AND AUDIT REPORT LAG

On the second hypothesis, the null hypothesis that accounting restatements
have no significant effect on audit report lag was rejected which means that
accounting restatements significantly affects audit report lag. Of particular note is
the negative coefficient of the accounting restatement variable which implies that
firms with restatements are associated with less reporting timeliness. This outcome
is of variance with our apriori expectation which projects that the correction of
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accounting errors through restatements results in delays in the presentation of
subsequent financial statements. The implication of this result, therefore, is that
financial restating of non-financial Nigerian firms is associated with shorter audit
report lag. The possible reason for this outcome could be because not all accounting
restatements are due to fraudulent malpractice (Abbott et al., 2004); hence majority
of those caused by human errors are usually detected by the regulators (which then
prompts restatements) after the firms must successfully file in their audited reports
within the allowable regulatory deadlines. In such situations, the restated accounting
numbers usually manifest in the next accounting year.

In relating this result with prior extant studies, it can be observed that it
tallies with that of Gerayli (2018) which confirmed the effect of irregular audit result
lags on potential financial restatement of corporations. The result is also similar with
those of Hirschey, Smith and Wilson (2015) which showed that restatement
disclosures are timelier following the implementation of the SOX-era reforms, and
that only firms with shorter detection periods experience more moderate post-
restatement declines in the information content of earnings following the
implementation of the SOX-era reforms. It also supports the outcome of the study of
Ma, Du, and Zhang (2018) which examined the relationship between Chinese
accounting restatements and annual report timeliness using manually gathered data
from 2004 to 2014 and found that after an accounting restatement occurs, a
corporation takes longer than expected to file annual reports in the following year.
Ma et al. (2018) finding corroborates our explanation above for the obtained negative
coefficient as the delay occasioned by restatements are more likely to be evident in
the subsequent years and not on the year of occurrence. Conversely, the result
negates those of Chiudini, Cunha and Marques (2017) and Blankley, Hurtt and
Macgregor (2014) which showed that, compared to non-restating firms, firms that
eventually restate their financial statements have longer abnormal audit report lags.
Overall, our explanation for the defiance of the result from our aprori expectation
still subsists holds because, except for Ma et al. (2018), none of the reviewed studies
indicated whether the delays attributable to restating firms occur in the same
financial year or subsequently; our position based on our result supports the latter.

5.3. FINANCIAL DISTRESS AND AUDIT REPORT LAG

On the third hypothesis, the outcome of the hypothesis testing showed that
the variable of FINDIS (measured using the Altman z-score) has a positive
coefficient and a small probability value of 0.000 (p-value < 0.05). This led to the
rejection of the Hos. The interpretation of this result is that z-score values has positive
effect on audit report lag which can be translated to mean that firms with high z-
score values are associated with higher audit report lag. The implication of this result,
considering that high z-score value depicts less distress likelihood, is that less
distressed firms (healthy firms) are strongly associated with longer audit report lag,
and vice versa. This outcome is at variance with our expectation of an inverse
relationship. It also negates the theory of “good news early and bad news late”
schools of thought as given by Cohen et al (2007) and Nor et al. (2020). The possible
reason for this disparity between the obtained and predicted result is the
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characteristics of the sample — which showed that the sampled companies, on the
average, have mean z-score value of 2.79 which slightly lower than the benchmark
value of 2.99 indicating that majority are in the grey zone (not financially distressed).
This also justifies the obtained average reporting lag of 113 days, which is lower
than the 120 days statutory due date required by SEC.

Despite the explained justifications for the result of z-score in relation to
audit report lag, the obtained strong positive impact is at variance with the recent
study of Khamisah, Listya, and Saputri (2021) which found that financial distress
has negative and significant effect on audit report lag of Indonesian manufacturing
companies. The finding also negates that of Meinarsih Yusuf and Hamzah (2019)
which showed that bankruptcy possibility, which is measured by z-score, negatively
influence audit delay. Also, Luypaert et al. (2016), using firms from Belgium,
equally found certain evidence using a distress risk model stating that higher distress
risk leads to a longer delay in reporting. Oliver and Maria-del-Mar (2019) and Oliver
and Maria-del-Mar (2021) findings equally indicated that firms with a higher risk of
bankruptcy were more likely to delay the submission of their annual reports.

5.4. IMPLICATION OF THE FINDINGS

The result shows that accounting restatement is associated with shorter
reporting delay holds two implications for practice and research. Firstly, the result
neutralizes that conventional view that restarting firms report late due to time taken
in making alterations. That may not be so as the result suggests that it could be the
quickened reporting process by restating firms that resulted in the errors that then
prompted accounting restatement in the following year. This holds implications for
both investors and regulators on looking beyond accounting restatements as a sign
of fraud. Secondly, and from research view, the result that restatement reduces audit
report lag could be methodologically shortcoming considering the study did not
regress the preceding year restatement against the following year audit report lag. If
the latter view holds, then companies would be left with options of striking a balance
between aligning with regulatory requirements on timely disclosure and ensuring
accuracy in the reported numbers. The latter position buttresses the relevance of
engaging top-auditing firms and paying high audit fees which would increase the
audit effort towards minimizing human error. Lastly, on the variable of corporate
financial distress and its observed positive impact on audit report lag, the implication
could come from the premise it provides for investors on how to tailor their market
reactions in cases where there are extended reporting delays, and for literature to
always control for either profit or loss as the underlying drivers of reporting
timeliness.

6. CONCLUSION AND RECOMMENDATIONS

The relevance of timely release of audited financial information cannot be
overemphasized as it stands as one of the indicators of financial reporting quality.
This is surely the major reason why issues relating to the determinants of audit report
lag have continued to attract massive research interest. The study took an empirical
approach with focus on listed non-financial quoted firms in Nigeria using secondary
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data. The empirical findings throw up a number of important research outcomes that
are worthy of note. ETR was found to impact negatively and significantly on audit
report lag. Hence, higher effective tax rate reduces audit report lag. The result also
showed that when financial reports are restated, it reduces audit report lag in quoted
non-financial firms in Nigeria. Financial distress has a significant impact on audit
report lag in quoted non-financial firms in Nigeria. The outcome of this research has
established that audit report lag can be affected by accounting manipulation which
is in turn driven by managerial incentives. However, the study has established that
certain approaches to accounting manipulation particularly using restatements and
tax planning can increase audit report lag. As explained earlier, both activities
usually occur at the end of the accounting year as tax expense “is one of the last
accounts to be closed and audited before firms announce their earnings, making it an
ideal account to carry out earnings manipulation. Additionally, lags lengthen when
restatement entails numerous, long-standing, or significant errors. The study
recommends that tax authorities can begin to look at the dynamics of reporting in
companies because in detecting cases of tax planning manipulations, investigating
timeliness of such reports can become part of the broader investigative tools that tax
authorities can employ. The study also recommends that there is the need for relevant
stakeholders to put the search light on the real motives for restatement by Nigerian
companies. Particularly, IFRS standards are quite silent on the materiality of an error
that should necessitate a restatement and hence the ease with which restatements
can be used as a tool of manipulation and delay also.
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