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Audit Report Lag, Audit Problems related to delays in the publication of financial reports
Opinion, Financial from year to year are still found in several companies listed on the
Distress, Profitability, Indonesia Stock Exchange (IDX). This research aims to determine
Public Accounting Firm the determinants or influences of profitability, financial distress,
Reputation. public accounting firm reputation, and audit opinion on audit report
Article informations lag. The population used in this study are State-Owned Enterprises
Received: (SOE) companies listed on the IDX for the 2012-2021 period. The
2023-01-07 sampling technique used was purposive sampling and the research
Accepted: analysis used multiple linear regression analysis. The conclusions of
2023-03-04 data testing using SPSS version 23 show that profitability and
Available Online: financial distress affect audit report lag, in contrast the public
2023-03-16 accounting firm reputation and audit opinion does not affect audit

report lag.

INTRODUCTION

Stakeholders in entities in both developing and developed countries can use the facilities
provided by the capital market, including in Indonesia. The Indonesia Stock Exchange (IDX)
provides listed entity data, annual and interim financial reports, market data, and so on its
official website. To find out the condition of the company, investors can take appropriate steps
before investing their funds, one of these steps is to analyze the financial statements. Financial
reporting is a medium of notification presented by entities regarding internal and external
conditions during a specified year. The International Accounting Standard Board (IASB)
describes that financial reports have the prospect of giving financial information about reporting
entities that is useful for potential investors, lenders, and creditors in making decisions about
delivering resources to companies (IFRS, 2021).

Companies that are included in going public must publish audited financial reports by
auditors to the wider community. According to 1Al, the characteristics of financial information
that has a use value must be relevant, faithful representation, comparable, verifiable, timely,
and understandable (1Al, 2016). If financial statements dominate the determination of managers
or users of financial statements and can change or justify their contemplation of the effects of
the selected actions, then financial reports can be identified as relevant information (Abdillah
etal., 2019).

Among the qualitative characteristics that have a high value in financial information, of
them is the accuracy of the deadline. The unavailability of information used by decision-makers
can eliminate their capability to make judgments if the information is not timely when needed
(Agyei-Mensah, 2018). Quoting Al Daoud et al. (2014) and Hassan (2016) timeliness is
considered to help suppress trading that occurs internally within the company (insider trading),
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leaks, and unfavorable issues that have an influence on the health and financial operation of
entities. The view of Raweh et al., (2019) consider timeliness as a mirror that reflects the value,
reliability, and openness of the financial information presented. The reality that occurs in the
corporate world is that it is faced with one of the obstacles to publishing financial reports
promptly. The accuracy of releasing the company's financial information is influenced by the
timeliness factor of the annual audit by the auditor. The audit examination process aims to
obtain credible and accountable financial reporting information (Kusumah & Manurung, 2017).
On the other side, without an audit of financial statements, there will be a lack of accuracy and
transparency in the published financial reports. Whether or not the speed of publication of
financial reports refer to the length of time it takes the auditor to fulfil the audit process (Oussii
& Boulila Taktak, 2018).

Dyer et al., (1975) revealed that audit lag is divided into three characteristics, namely:
1) Preliminary Lag or initial lag is the lag between all days at the end of the fiscal year to the
preliminary that has been obtained by the stock exchange, 2) Auditor's Signature Lag or
Auditor's Report Lag (ARL) or auditor's report lag is the lag between the number of days at the
end of the fiscal year until the independent auditor's report, and 3) Total Lag is the lag between
the total days at the end of the fiscal year and the issuance of the entity's financial statements.
The audit lag criterion used in this research is ARL because there are still many problems or
phenomena of delays in the declaration of financial reports as a result of the audit process
requiring a longer time. Referring to Public Accountant Professional Standards, when
practicing in the field, you must have careful planning and if you use an assistant, proper
supervision can be carried out.

Audit lag that is too long can harm the standard of financial reports because it does not
present factual information according to the timeframe to investors and potential investors (N.
O Dibia; J, 2013). This can result in a decrease in the level of investor loyalty to the capital
market. Therefore, Bapepam and OJK enforce the regulations contained in the Submission of
Annual Reports of Issuers or Public Companies. Based on the decision of the Chairman of
Bapepam and Financial Institutions Number KEP-431/BL/2012 Year 2012 and OJK Regulation
Number 29/POJK04/2016 concerning Submission of Annual Reports Article 7 of the Year 2016
which declares that public companies or issuers are required to present financial reports entity's
annual report to Bapepam and LK no later than the end of the fourth month (120 days) later
than the end of the entity's fiscal year. From year to year, it is always found that companies
listed on the IDX experience delays in the issuance of audited financial reports. The following
is the total data of registered companies that experienced delays from 2015 to 2020.

Total Listed Companies on the IDX that are Late in
Submitting Audited Financial Statements

30
18 17
10
2015 2016 2017 2018 2019 2020
Figure 1
Total Listed Companies on the IDX that are Late in Submitting Audited Financial
Statements

Source: www.idx.co.id (reprocessed)
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Among the companies listed on the IDX, the following are the number of SOE companies
and non-SOE companies that have not issued annual financial reports for 2015-2020.

Number of SOE and Non SOE that are Late in
Submitting Financial Reports

70

o 18 0 17 0 0 pro 0 1

2015 2016 2017 2018 2019 2020

u SOE w NonSOE

Figure 2
Number of SOE and Non SOE that are Late in Submitting Financial Reports
Source: www.idx.co.id (reprocessed)

The interesting thing that can be seen in the bar chart is that from 2015 to 2020 there
were no SOE companies that were bound to submit audited financial reports, but in 2020 one
of the 20 SOE companies was found, namely PT Garuda Indonesia (Persero) Tbk. Reporting
from an online news site, stated that until June 3, 2021, Garuda had not issued a financial report
that had been audited by an independent auditor (Jannah, 2021). Saputro (2021) also explained
that the annual financial reports of PT Garuda Indonesia (Persero) Tbk., received a disclaimer's
opinion or the auditor did not give his opinion. A disclaimer opinion from KAP Tanudiredja,
Wibisana, Rintis & Rekan affiliated with PwC Indonesia was given to one of these state
companies because the auditor did not obtain sufficient and relevant audit evidence. This
becomes the auditor's consideration in the aspect of business continuity in the midst of efforts
to restructure the company's performance recovery. This is also supported by Pratama (2021)
statement that GIAA again suffered a loss of USD 2.44 billion or the equivalent of 34.45 trillion
in 2020 which increased compared to 2019, namely a total loss of USD 38.93 million. Another
phenomenon that has hit state-owned companies is the Indonesian Armed Forces Social
Insurance Company (ASABRI). Accessed through an online news portal written by Ramli
(2021), the 2020 financial reports experienced delays and received a fair opinion with
exceptions.

Research related to profitability conducted by Puat et al. (2015), Khoufi & Khoufi
(2018), Alfraih (2016), Fujianti & Satria (2020), Habib et al. (2019), Abdillah et al. (2019),
and Akingunola (2018) revealed that profitability is indicated to have a significant positive
effect on Audit Report Lag (ARL). Studies conducted by Angruningrum & Wirakusuma
(2013), Alkhatib & Marji (2012), Saputra (2017), and Muda et al. (2020) is inversely
proportional, namely, profitability has no effect on ARL. Observations made by Nopayanti &
Ariyanto (2018), Habib et al. (2019), Abdillah et al., (2019), Habib (2014), and Ratnasari, I.
K. (2016) found significant results that company financial distress has a positive direction
towards ARL. However, this research is not in line with Arianti (2021), Sari et al., (2019),
Wicaksono & Wahyono (2019), and Budiasih & Saputri (2017) interpreting that financial
distress has no relationship to ARL.

Based on the analysis applied by Nurkholik & Amaliyah (2021) and Angruningrum &
Wirakusuma (2013) found public accounting firm reputation does not affect ARL. In contrast
to the research output of Gaol & Sitohan (2021), Ariani & Budiartha (2014), Affifah &
Susilowati (2021), and Puat et al. (2015) who detected public accounting firm reputation had a
significant and positive impact on ARL. Ulfah & Triani (2019), Puat et al. (2015), Walker &
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Hay (2013), Khoufi & Khoufi (2018), Al Daoud et al. (2014), Ismail (2015), and Carslaw &
Kaplan (1991) detected that audit opinion has a positive and significant effect. Previous
research is not in line with the findings of Alfraih (2016), Baatwah & Ahmad (2015), Vuko &
Marko (2014), and Natonis & Tjahjadi (2019), namely the implementation of audit opinions
was not identified as having a significant effect on ARL.

Antecedent studies regarding the determinants of ARL have been carried out. Depend
on the previous study mentioned above, it can be concluded that there are still gaps and
contradictions regarding the elements that influence the occurrence of ARL so there is a need
for a re-examination by testing the variables of profitability, financial distress, public
accounting firm reputation, and audit opinion. Apart from finding study gaps, one of the
interesting reasons for conducting research by selecting SOE companies objects listed on the
IDX in connection with supporting data is that from 2015 to 2019 no delays in financial
information were found, but in 2020 there was one entity that was not on time when publishing
audited financial reports. In this research, the authors extended the research period in the hope
of knowing the company's performance. SOE companies are a sector under the auspices of the
government that should be more obedient and compliant, but it is still found that the publication
of financial reports is not timely after being audited. This study is a replication of research from
Affifah & Susilowati (2021) by distinguishing the independent variables, namely profitability,
financial distress, and audit opinion. The author considers that measuring financial distress uses
the Zmijewski model which has not been widely used in SOE companies objects and is
supported by the statement of Coleman & Wu (2021) that this model has been used in predicting
financial difficulties and evaluating the financial position of entities so that it can have a
stronger significance than other models. selection of different data analysis techniques and
statistical test tools as well as combining research variables related to internal companies,
namely profitability and financial distress as well as those related to external ones such as audit
opinion and public accounting firm reputation. Thus, some of the urgency of this research can
provide novelty studies on the determinants of ARL.

HYPOTHESIS DEVELOPMENT
Profitability Relationship with Audit Report Lag

Companies can provide an assessment of their economic resources through profitability.
In reference to Tiono & JogiC (2013) one of the delays in the publication of financial reports
lies in reporting profit or loss which is a parameter of good news or bad news in the
implementation of managerial performance. On the basis of the Signaling Theory, which is a
guide given by the company to stakeholders which functions as a form of assessing the entity's
capacity. This form of company capacity assessment is carried out by market players who have
received information and then proceed with reviewing and interpreting the news into good
signals (good news) and bad signals (bad news). Entities that are indicated to bear losses tend
to slow down the time of publication through the auditors to arrange a slower time for auditing
financial statements. Meanwhile, companies that get high profitability score audits are to be
carried out more quickly because entities want to hasten the publication of financial reports to
stakeholders. This is following research from Abdillah et al. (2019), Ulfah & Triani (2019),
Ariningtyastuti & Rohman (2021), Shinta & Satyawan (2021), Nurkholik & Amaliyah (2021),
Indriyani & Supriyati (2012) argued that profitability has a significant positive effect on ARL.
Ha: Profitability has an effect on ARL in SOE companies listed on the IDX for the 2012-

2021 period.
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Financial Distress Relationship with Audit Report Lag

Each entity must know how the performance of its financial condition during a certain
period so that the selection of decisions is by the target. Managers can find out the position that
occurs in the company's financial statements, one of which is through indicators of analysis of
ROA, leverage, and liquidity ratios which are components of the Zmijewski Model. This can
show an indication of good news or bad news that is in line with the signal theory. If a company
has financial difficulties, of course, there will be a risk of bankruptcy. Through these signals,
the auditor as an examiner of financial statements can look for findings that can reveal business
continuity in terms of the entity's financial condition. Carrying out a difficult audit process
certainly requires additional time to produce an audited financial report that is informative and
can be tested for reliability. The additional time needed by the auditor can influence the
company's ARL and have an affect on whether or not the timing of the publication of financial
reports is used by stakeholders. Thus, according to research carried out by Ratnasari, I. K.
Ardiati (2016), Habib et al. (2019), Abdillah et al., (2019), Nopayanti & Ariyanto (2018), Habib
(2014) detected that financial distress has a significant effect on ARL.
H.: Financial Distress has an effect on ARL in SOE companies listed on the IDX for the

2012-2021 period.

Public Accounting Firm Reputation Relationship with Audit Report Lag

A Public accounting firm that is proficient in holding the trust of the public, of course,
has a high quality of performance. This is based on the agency theory that when providing a
service, public accounting firm has the determination to perform a better service to maintain its
reputation so that the output of the audit has a reliable quality. Evidence of the attribute of
performance can be seen through the audit results provided. Public accounting firms that have
foreign affiliations certainly have qualified and competent human resources in their fields,
supported by sophisticated technology, and can complete the audit process to be too shortly so
that the company's annual financial reports can be released on time (Gaol & Sitohan, 2021).
The ability to complete the audit process is also indicated to preserve the good name of the
public accounting firm through entities that require audit services to increase the credibility of
financial reports. Foreign non-affiliated public accounting firms are considered to lack
independence when carrying out audit procedures because they still lack experience (Affifah &
Susilowati, 2021). In addition, this auditor's reputation is in line with agency theory because he
can mediate conflicts that may occur between agents and principals. This is also confirmed by
the opinion of Godbey & Mahar (2004), namely that it can minimize the existence of
information gaps between management (agents) and investors (principals) as a form of
maintaining the good name of the auditor. This presentation is following the research of Gaol
& Sitohan (2021), Affifah & Susilowati (2021), and Puat et al. (2015) who detected public
accounting firm had a significant and positive influence on ARL.
Hs: Public accounting firm reputation has an effect on ARL in SOE companies listed on

the IDX for the 2012-2021 period.

Audit Opinion Relationship with Audit Report Lag

The unqualified auditor's opinion statement on the entity's finance reports tends to
provide faster audit audits because there are minimal issues that must be negotiated between
the auditor and the client (Ulfah & Triani, 2019). In addition, if the company gets a qualified
opinion, it is considered bad news which may occur due to the company not responding
immediately to the auditor's request (Puat et al., 2015). This is under the signal theory of
decisions given by the auditor for decision-making. The foundation for giving an opinion is
adjusted to the audit findings. Certain criteria supported by audit evidence must be met to obtain
an unqualified opinion (Ulfah & Triani, 2019). If the auditor faces problems in fulfilling these
criteria, then there is an indication of a lack of cooperation with management in providing
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attributes so that it can prolong the time for giving an opinion and of course further increase the
ARL period. The outcome of the auditor's statement are also considered as a view of the
company's finances, as a result, the company spends longer time receiving the publication of
the audited report and requires additional time to negotiate with the auditor which results in a
delay in the audit process (Khoufi & Khoufi, 2018). This agrees with studies from Ulfah &
Triani (2019), Habib et al., (2019), Khoufi & Khoufi (2018), and Handoyo & Maulana (2019)
showing that auditor opinion has a significant affect on ARL.

Has: Audit Opinion has an effect on ARL in SOE companies listed on the IDX for the 2012-

2021 period.

RESEARCH METHODOLOGY

This type of study belongs to quantitative research which is causality. The type of data
used is in the form of quantitative data in form of audited annual report data. The annual report
data of state-owned enterprises companies that have been audited have become a source of
research data. The population determined in this research is state-owned enterprises companies
listed on the IDX from 2012 to 2021 with a total of 20 companies. Selection of the sample using
a technique that is purposive sampling. The sample group used is state-owned enterprises. The
following determines the sampling criteria applied in the study.

Table 1
Sampling Criteria

Criteria Total
Total of state-owned enterprises companies 20
State-owned enterprises companies that were not consistently listed on the IDX during the (1)
research period from 2012 to 2021
State-owned enterprises companies that have a fiscal year-end period of December 31 19
Does not have the required qualification information for variable measurement in this study  (2)
Total of companies studied in 2012-2021 17
Multiplied by the research period of 10 years 170
Research data outliers (49)
Samples during the observation period 121

Source: Data processed by the author (2022)

Research Variables and Variable Measurements
Audit Report Lag (ARL)

The selection of the dependent variable in this research is ARL. Carslaw & Kaplan
(1991) explain that ARL is the time period used by independent auditors to complete an audit
procedure to examine the company's financial reports after the book closing date until the
auditor's opinion is issued. ARL can be measured using the measurement model from Abdillah
et al., (2019) which was obtained from January 1 to the signing date of the Independent
Auditor's Report and included in the audited finance statements.

Audit Report Lag = Audit Report Date — Book Closing Date ....................... 1)

Profitability

Profitability is the entity's capability to produce profits by utilizing the assets owned by
the entities. Profitability is estimated by applying the profitability ratio, namely ROA. The
greater the ROA value, the company's profits show the more efficient use of company assets to
create profits (Abdillah et al., 2019). This profitability has a role to support the assessment of a
change that can be controlled in the future to the entity's resources. If a company has high
profitability, it indicates that the management process is going well (Ariani & Budiartha, 2014).
In accordance with research by Habib et al., (2019), profitability is proxied by ROA.
Net Profit )

ROA = ——— 2
Total Assets
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Financial Distress
A condition in which a company is faced with a financial recession and operating cash
flow is unable to pay off its obligations which threaten the continuity of its business processes,
this is called financial distress (Budiasih & Saputri, 2017). Financial distress is caused by a
decline in the entity's financial condition that occurred before bankruptcy. The measurement
indicator used in assessing financial distress is using the Zmijewski Model (Abdillah et al.,
2019). This model uses the basis of financial ratios such as ROA, namely the return on assets
obtained from investments (Habib & Muhammadi, 2016) with the calculation of profit to total
assets, financial leverage (FINL) is a measure of an entity's capability to pay debts according
to a predetermined deadline with the formula for total debt divided by total assets, and liquidity
(LIQ) credit analysis which is useful for projecting corporate capabilities in complying with
short-term obligations (Subramanyam, 2017:38) through the formula for current assets divided
by current liabilities (Zmijewski, 1984). The following is Zmijewski's model for measuring
financial distress.
ZFC = 4,336 — 4,513(ROA) + 5,679(FINL)-0,004(LIQ) ........ceeven.... (3)

Public Accounting Firm Reputation

The reputation of a public accounting firm is the trust that the auditor has and is obtained
from the public because of the hard work he has built to produce a trusted audit quality. The
reputation of public accounting firms is divisible into two, namely foreign non-affiliated Public
Accounting Firms and Foreign Public Accounting Firms. In comparison to the research by
Abdillah et al., (2019) which was later developed because almost all state-owned enterprises
are affiliated with foreign public accounting firms, the public accounting firm reputation
variable is proxied through a dummy variable. When a corporation uses audit assistance from
a foreign public accounting firm affiliated with the Big Four, it earns point of 1. Meanwhile, an
entity audited by a foreign public accounting firm that is not affiliated with the Big Four gets a
poin of 0.

Audit Opinion

Based on the studies of Khoufi & Khoufi, (2018) and Ulfah & Triani (2019), the
auditor's opinion is proxied by utilizing a dummy variable. When an entity receives an
Unqualified Opinion paragraph on the independent auditor's statement, it is classified as dummy
point 1. Meanwhile, when a company receives an opinion paragraph other than Unqualified
Opinion, it is categorized as a dummy point 0.

Data Collection and Analysis Techniques

In this study, the technique of collecting data uses the documentation method by
utilizing secondary data. Secondary data in this research were obtained through books, scientific
journals, online news sites, government regulations, and official websites managed by the
government such as entity annual reports which can be downloaded via www.idx.co.id and the
legal sites of related entities that are the object.

The actualization of data analysis techniques in this study uses multiple linear regression
analysis. This data analysis was assisted by using statistical software, namely IBM SPSS
Statistics 23. The formula for the multiple linear regression equation in this investigate is by
developing Sugiyono's (2019:258):

ARL = o + B1ROA:1 + B2ZFC2 + BsKAP3 + B40As + € ..o, 4)
Annotation:
ARL = Audit Report Lag
o = Constant

Bi-Ba = Regression Coefficient of Each Variable
ROA: = Profitability
ZFC, = Financial Distress
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KAP3 = Public Accounting Firm Reputation
OAs; = Audit Opinion
e = Error

RESULT AND DISCUSSION
Descriptive Statistics Test

Descriptive statistics function to explain related to the distribution between variables in
the research sample. Descriptive statistics have a central tendency which is classified into 4,
namely mean, median, and mode as well as a measure of dispersion, for example, the standard
deviation which is useful for describing data descriptions (Wandrianto et al., 2021).
Table 2
Descriptive Statistic

N Minimum Maximum Mean Std.Deviation
ROA 121 -0,03 0,11 0,0228 0,02071
ZFC 121 -9,60 -6,21 -8,3501 0,94056
KAP 121 0 1 0,60 0,493
OA 121 0 1 0,41 0,494
ARL 121 16 104 53,75 21,194
Valid N
(listwise) 12l

Source: Process data using SPSS 23

Based on Table 2, the number of ARL days with a minimum value of 16 days and a
maximum of 104. The mean is 53,75 days and a standard deviation is 21,194 with a total of 121
observations. The profitability variable measured using ROA has a minimum value of -0,03
and a maximum of 0,11. Meanwhile, the mean value is 0,0228 and the standard deviation is
0,02071. The results of the descriptive analysis of the financial distress variable as measured
using the Zmijewski F-Score have a minimum value of -9,60 and a maximum of -6,21.
Meanwhile, the mean is -8.3501 and the standard deviation is 0.94056. The KAP reputation
variable has a minimum value of 0 and a maximum of 1. Meanwhile, the mean is 0,60 and the
standard deviation is 0,493. Audit Opinion shows a minimum value of 0 and a maximum of 1.
Meanwhile, the mean is 0,41 and the standard deviation is 0,494.

Classic Asumption Test
Normality Test

This test is intended to detect either data is normal or not, namely using the
Kolmogorov-Smirnov Test. If the significance score (p-value) is > 0,05, the presentation of the
data in the study is categorized as normally distributed. While the significance score (p-value)
is <0,05, therefore the data in this examine are categorized as not normally distributed.
Table 3
One-Sample Kolmogorov-Smirnov Test

Unstandardized Residual

N 121

Normal Parameters®? Mean 0,0000000
Std. Deviation 19,45633729

Most Extreme Differences  Absolute 0,069
Positive 0,069
Negative -0,056

Test Statistic 0,069

Asymp. Sig. (2-tailed) 0,200¢4

Source: Process data using SPSS 23
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Referring to Table 3, the outcomes of the normality test using the Kolmogorov-Smirnov
technique reveal that the observational data are normally distributed as evidenced by the Sig
value of 0,200 > 0,05.

Multicollinearity Test

This testing technique is meant to indicate the presence or absence of multicollinearity
through the Tolerance and Variance Inflation Factor or VIF. If the data value Tolerance Value
> 0,10 and VIF < 10, then multicollinearity does not happen. While the Tolerance Value < 0,10
and VIF > 10, then there is multicollinearity.
Table 4
Coefficients?

Collinearity Statistics

Tolerance VIF
1 (Constant)
ROA 0,958 1,044
ZFC 0,971 1,030
KAP 0,806 1,240
OA 0,791 1,264

Source: Process data using SPSS 23

The proceeds of the multicollinearity test through Table 4 show that all independent
variables have a Tolerance value of > 0,10 and VIF < 10 so a conclusion can be drawn between
the independent variables not representing multicollinearity.

Heteroscedasticity Test
In this examination, the Heteroscedasticity Test implements the Glejser Test to detect
whether or not heteroscedasticity is present in the research data.
Table 5
Coefficients®

t Sig.
1 (Constant) 2,545 0,12
ROA -1,296 0,198
ZFC 0,639 0,524
KAP 1,059 0,292
OA -1,571 0,119

Source: Process data using SPSS 23

Based on the Glejser Test, the Sig value of ZFC, KAP, OA, ROA is greater than 0,05.
So that concluding the regression pattern in this research does not have heteroscedasticity.

Autocorrelation Test

Used to identify whether there is a interrelation between the disruptor errors that occur
every year tested on the regression formula. Testing this study using the Cochrane-Orcutt to
detect the presence of autocorrelation in research data with the provisions of the value
DU<DW<4-DU.
Table 6
Model Summary®

Model Std. Error of the Estimate Durbin-Watson
1 15,85865 1,894

Source: Process data using SPSS 23
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A good form of data is if the data has a score of DU<DW<4-DU. Information can be
obtained from the table, the DW value is 1,894. A total of 121 research samples with four
independent variables, and a sig score of 0.05, obtained a multiplied DU is 1,7721 and 4-DU
is 2,2279. Thus, it can be concluded that through the application of the Cochrane-Orcultt test
the data of this research does not indicate any symptoms of autocorrelation based on the details
is1,7721 < 1,894 < 2,2279.

Multiple Linear Regression
Multiple linear regression analysis is intended to test how much determine the independent
variables have on the dependent variable (Sugiyono, 2019).

Table 7
Coefficients®?
Model Unstandarized Coefficients Standarized Coefficients
B Std. Error Beta
1 (Constant) 122,688 16,691
ROA -223,529 89,152 -0,218
ZFC 7,193 1,950 0,319
KAP -4,125 4,082 -0,096
OA -3,191 4,108 -0,074

Source: Process data using SPSS 23

The test results can be formulated as follows:
Y =122,688-223,529R0OA+7,193ZFC—4,125KAP-3,191O0A+€ wcevriireriineiiinrennrcnnncones )
Through the outcome of the formulation of the multiple linear regression equation, it
produces an analysis namely, 1) Y is the dependent variable, namely Audit Report Lag. 2)
Constant (a) of 122,688 indicates that if Profitability (ROA), Financial Distress (ZFC), Public
Accounting Firm Reputation (KAP), and Audit Opinion (OA). If zero causes the ARL value to
be 122,688 or 123 days. 3) The Profitability level variable (ROA) has a regression coefficient
score of -223,529, so every increase in ROA by 1 unit will trigger ARL to decrease by 223,529
with speculation that other independent variables are considered zero (constant). 4) The variable
level of Financial Distress (ZFC) obtains a regression coefficient value of 7,193 so every
increase in financial distress by 1 unit will cause ARL to increase by 7.193 assuming the other
independent variables are interpreted as zero (constant). 5) The Public Accounting Firm's
Reputation (KAP) level variable has a regression coefficient of -4,125 that for every increase
in public accounting firm reputation by 1 unit will result in ARL decreasing by 4,125 assuming
other independent variables are considered zero (constant). 6) The Audit Opinion (OA) level,
variable contains a regression coefficient value of -3,191, and any increase in audit opinion by
1 unit will cause ARL to decrease by 3,191 with estimates of other independent variables being
equal to zero (constant). 7) e is another variable that has not been examined in this research.

Hypothesis Testing
T Test (Individual Parameter Significance Test)

This test aims as a form of estimating how extensive there is an impression of an
independent variable as an individual explaining the type of dependent variable. The probability
level in this research is a significance of 0,05. When the value of Sig. <0,05 then the hypothesis
is approved and the independent variables affect the dependent variable. Meanwhile, if the Sig.
> 0,05 then the hypothesis is denied and the independent variable does not affect the dependent
variable.
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Table 10
Coefficients?
Unstandarized Standarized
Model Coefficients Coefficients
B Std. Error Beta t Sig.

1 (Constant) 122,688 16,691 7,351 0,000
ROA -223,529 89,152 -0,218 -2,507 0,014
ZFC 7,193 1,950 0,319 3,690 0,000
KAP -4,125 4,082 -0,096 -1,010 0,314
OA -3,191 4,108 -0,074 -0,777 0,439

Source: Process data using SPSS 23

Represented in table 10, the variables that affect ARL are profitability (ROA) and
financial distress (ZFC). Obtained a probability grade of 0,014 below 0.05. Then the significant
negative profitability variable (ROA) and H1o are accepted while H1,is rejected. Based on the
calculations, a probability score of 0,000 is obtained below 0,05, the financial distress variable
(ZFC) is significant and H2o is accepted while H1a is rejected. The probability value is 0,314
above 0,05 so the public accounting firm reputation variable is not significant and H3p is
rejected while H3, is accepted. A probability value of 0,439 is obtained above 0,05, so the audit
opinion variable is not significant and H4o is rejected while H4, is accepted.

Discussion
The Effect of Profitability on Audit Report Lag

Founded on the test findings of the research, H1 is accepted, namely, profitability has
an effect on ARL in SOE entities listed on the IDX for the 2012-2021 period. These results are
in line with the signal theory which states that good news will bring profit to an entity. Spence
(1973) suggests that entities that have high-performance quality will give signals to the market
through information in the form of financial reports. The high profitability of the company
provides good news for investors so that the company can more quickly announce audited
financial reports to the society. The corporation will encourage the external auditor to
immediately accomplish the audit process so that it can affect the ARL timeframe. This is
supported by research data in 2014 at PT Semen Baturaja (Persero), Tbk. which has a ROA
value of 0,11 which requires an audit period of 44 days while in 2020 PT Perusahaan Gas
Negara (Persero), Tbk. a ROA value of -0,03 with a longer audit time of 98 days. Studies
conducted by Angruningrum & Wirakusuma (2013), Saputra (2017), and Muda et al. (2020)
are inversely proportional, namely, profitability does not affect ARL. Despite that, the test
results in this research are in line with those of Puat et al. (2015), Khoufi & Khoufi (2018),
Alfraih (2016), Abdillah et al. (2019), Habib et al. (2019), Fujianti & Satria (2020), and
Akingunola (2018) reveal that profitability influences ARL.

The Effect of Financial Distress on Audit Report Lag

The outcome of the research test that H is accepted, namely, financial distress has an
affect on ARL in SOE companies listed on the IDX for the 2012-2021 period. The form of
company capacity assessment is carried out by market players who have received information
and then proceed with reviewing and interpreting the news into good and bad signals. If the
notification presented is classified as good news, then the level of circulation of shares will
certainly change (Gantino et al., 2019). On the basis of the results of this research test, it is in
line with the signal theory that entities experiencing financial distress will make a destructive
response to investors. This is because there is bad news in the entity's financial reports so these
instructions can be accepted by investors and auditors and also require a lot of time. The auditor
needs to finish the audit process so that it runs well, such as gathering supporting documents or
sufficient evidence so that in giving an audit opinion it is also appropriate. Thus, the length of
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the process can affect ARL. Research data also support the existence of test results, namely at
PT Aneka Tambang (Persero), Tbk. has a high score of -6,63 requiring an audit time of 104
days, while PT Adhi Karya (Persero), Tbk. has a low value of -9,29 which requires a long audit
of 36 days. Research that is equal to with this study, namely Habib et al. (2019), Abdillah et
al., (2019); Habib & Bhuiyan (2011), Habib (2014), and Ratnasari, I. K. Ardiati (2016) found
significant results that company financial distress affects ARL. In contrast to Arianti (2021),
Wicaksono & Wahyono (2019), Sari et al., (2019), dan Budiasih & Saputri (2017) interpret that
financial distress has no relationship to ARL.

The Effect of Public Accounting Firm Reputation on Audit Report Lag

Based on the results of statistical testing in this study, no influence was found between
the public accounting firm reputation variable and ARL so the formulation of the Hs hypothesis
was rejected, namely, public accounting firm reputation did not affect ARL in SOE corporations
listed on the IDX for the 2012-2021 period. In agency theory, the creation of an agency
relationship that arises is outlined in a contract between one or more people as principals
utilizing people who are trusted as agents to carry out services through their identities involved
in delegating some decision-making authority to agents (Jensen & Meckling, 1976). This result
is contrary to agency theory, which is to minimize the information gap between management
(agent) and investors (principal) as a form of maintaining the good name of the auditor. This
happens because, over time, the level of competition to get a good reputation with the public is
also getting tougher both for foreign non-affiliated public accounting firms and Big Four
foreign public accounting firms. Of course, both types of offices always strive to show superior
professionalism. Thus, public accounting firm reputation is not solely based on its big name,
but on the quality of the resulting audit. If the resulting audit is effective and efficient and able
to be completed on time, then the auditor has a good reputation. Evidenced by research data,
namely PT Pembangunan Perumahan (Persero), Tbk in 2019 using KAP Hartanto, Grace,
Karunawan affiliated with The International Accounting Group (TIAG) it only took 51 days
while PT Krakatau Steel (Persero), Tbk. in 2012 using the services of KAP Purwantono,
Sungkoro, & Surja in collaboration with Ernst & Young it took 101 days to complete the audit.
The findings of this study agree with Nurkholik & Amaliyah (2021) and Angruningrum &
Wirakusuma (2013) stating that public accounting firm reputation has no influence on ARL and
contradicts the research outputs of Gaol & Sitohan (2021), Affifah & Susilowati (2021) and
Puat et al. (2015).

The Effect of Audit Opinion on Audit Report Lag

The projection on the outcomes of testing the fourth hypothesis reveals that the audit
opinion variable has no affect on ARL so Hs is rejected, namely audit opinion has no effect on
ARL in SOE corporations listed on the IDX for the 2012-2021 period. Based on these results,
it is contrary to the signaling theory that bad news regarding entities that get opinions other than
unqualified opinions will be overdue in publishing their financial reports. This is because the
audit processes performed by the auditor will not change even if the entity gets an unqualified
opinion or other than an unqualified opinion. Authority from the public accounting firm is an
independent agencies and has a responsibility to the public in providing its opinion according
to the condition of the corporation's financial statements. Auditors who have high
professionalism when they find concrete attributes to strengthen their opinion, then the entity
can publish their financial statements promptly. Not all entities that obtain opinions other than
unqualified opinions go through a longer audit procedure than companies that obtain
unqualified opinions. Thus, whatever opinion is given does not affect the length of time for
completing audit procedures so that entities that receive opinions other than unqualified
opinions can still publish audit decisions on time. Reflected in the 2020 research data PT Bank
BNI (Persero), Tbk. obtained a unqualified audit opinion paragraph with an audit process length
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of 90 days, in contrast to PT Bank BRI (Persero), Tbk. in 2014 received an audit opinion
paragraph other than unqualified with audit procedures for 16 days. This study is in accordance
with Sunarsih et al. (2021), Apitaningrum (2017), Alfraih (2016), Vuko & Marko (2014), and
Natonis & Tjahjadi (2019), namely the implementation of audit opinions was not identified as
having a significant influence on ARL. The conclusion of this research differs from Alfraih
(2016), Baatwah & Ahmad (2015), and Natonis & Tjahjadi (2019), namely that the
implementation of audit opinions was not identified as affecting ARL.

CONCLUSION

Following the results of the data test for any independent variable on the dependent
variable in this research, it can be concluded that profitability has an influence with a negative
relationship and financial distress has a significant effect on ARL in SOE companies listed on
the IDX for the 2012-2021 period. However, it is different from the public accounting firm
reputation and audit opinion which has no influence on ARL in SOE companies listed on the
IDX for the 2012-2021 period.

The constraints during the research process were that the independent variables only
explained 8% and the other 92% were interpreted by other variables outside the study. This is
because SOE companies have strict regulations, however, in 2020 some companies have cases
of fraud, namely corruption, which affects the results of data tes.

Based on research related to the effect of ARL on companies, it is expected to review
suggestions that can add other independent variables such as auditor characteristics, operational
complexity, company size, auditor switching, and so on, this is because in this research the
value of Adujusted R? is still low. Thus, it is necessary to pay concern to the characteristics of
the company in selecting research variables and it is advisable to choose different research
objects such as mining, manufacturing, or all entities listed on the IDX so that they have many
variations in the number of research samples. In addition, it is also recommended to use
financial distress variable measurements with other models such as Altman, Springate, and
Grover so that research results can be used to predict financial distress in the future.

The output of this study has implications for several parties, such as SOE companies, to
be able to consider this research variable in anticipation of increasing the period for publication
of annual reports so that they can develop strategies to increase the level of society trust. For
potential investors, if they wish to invest in the capital market business, they can review the
results of this research to make decisions related to profitability and financial distress which
have proven to have an impact on ARL. For auditors, they can use the outcomes of this study
as recommendation material in examining the causes of audit reports that take too long to be
able to formulate a strategy in selecting audit procedures so that the execution of audit results
is timely.
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