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Abstract

The objective of the study is to determine the trends in delays in corporate financial reporting in Nigeria.
Three types of delay in financial reporting were identified: audit, management and total delays. Data were
obtained from the annual reports and accounts of Seventy Five (75) companies quoted on the Nigerian Stock
Exchange from 2000 to 2010. The trends in delay in corporate financial reporting were analysed using three-year
moving average method and simple ordinary least square regression. The results showed that on the average the
audit delay was about 163 days while management delay and total delay were 92 days and 255 days respectively.
These appeared comparatively higher than in most countries of the world. The trend analysis by three-year
moving average and simple regression showed that delays in corporate financial reporting had been on the
decline over time but audit delay declined faster than the management and total delays during the period under
study just as it was in Egypt (Akle, 2011) and Malaysia (Hashim & Abdul-Rahman, 2011). To ensure early
corporate financial reporting, it was recommended that the supervisory authorities should make the mandatory
financial reporting time to be 90 days after the balance sheet dates for all public companies. Stiffer penalties (in
terms of monetary fines) should be imposed against non-compliance.
Keywords: Audit delay, management delay, total delay, corporate financial reporting

1. Introduction

Corporate financial reporting is a means by which the management achieves their stewardship
responsibility to the stakeholders. Corporate financial reporting practice entails the compilation, auditing,
publication and presentation of audited annual reports and accounts to the stakeholders at the annual general
meeting (AGM). Each of these activities takes time. However, the essence of producing published audited
annual reports and account is to produce timely information that could permit economic decision making. Any
delay at any of the stages of producing published audited annual reports and accounts would undermine the value
relevance of the published information to the stakeholders. The consequences of delays in corporate financial
reporting could be very grievous such as loss of public confidence in the contents of delayed audited annual
reports and accounts as well as poor corporate image.

A look at the literature shows conceptual issues on delays in corporate financial corporation. Many
researchers have considered the delay in corporate financial reporting as audit delay. By audit delay, they mean
the length of time from a company’s financial- year end or the balance sheet date to the date of the auditors’
report (Abdulla, 1996; Ashton, Willington & Taylor, 1998; Ng & Tai, 1994; Whittred & Zimner, 1984). Instead
of describing this on audit delay, Dyer and McHugh (1975) refers to it as reporting delay. This reporting delay is
broken into possible financial preparation delay and audit delay (Oladipupo & Izedonmi, 2009). The financial
preparation delay is the time interval between the balance sheet date and when the management makes and
presents the draft of annual report and accounts to the auditors for auditing. The time interval between when the
management presents the draft of annual report and accounts to the auditors and the date the auditors sign — off
the audited report and accounts is considered as the audit delay.

In an attempt to capture the period after the date of audit report, researchers have talked about reporting
time lag as the time interval between the balance sheet data and the date of the annual general meeting (Curtis,
1976; & Gilling, 1977). This seems to be more of a realistic measure of timeliness of corporate financial
reporting because at the annual general meeting that audited annual reports and accounts are presented to the
public and becomes public information. Oladipupo and Izedonmi (2009) described the time interval between the
date of auditors’ report and the date of annual general meeting as the management delay. Whether audit delay or
management delay, the essence is to minimize the time lags. This is because short time lags in corporate
financial reporting present many benefits than the long time lags (Abdulla, 1996)

The need for timely corporate financial reporting has been exacerbated by rapid globalization of the
world economy and increasing adoption of a set of unified system of International Financial Reporting Standards
(IFRS). The degree of responsiveness of each economy to the timeliness in corporate financial reporting varies
over time. The question is how timely is corporate financial reporting in Nigeria? Hence, this study attempts to
examine the nature, pattern and trends in the timeliness of corporate financial reporting in Nigeria. The research
hypothesis tested in this study was that the delays in corporate financial reporting did not vary significantly with
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time in Nigeria.

2. Review of Literature

Many studies have been conducted on the timeliness of corporate financial reporting. Dyer and Mchugh
(1975) pioneered an empirical investigation into the timeliness of audited financial reporting of Australian
companies. They considered the auditors’ signature and total reporting lags over a six-year period. Courtis (1976)
examined the reporting delay of New Zealand listed companies. The results showed that it took the sampled
companies almost four (4) month after their financial year-end to report to shareholders as opposed to the three
(3) months required by law. This was attributed to lack of punctuality of the New Zealand auditors to certify
their clients’ company accounts. Gilling (1977) considered the timely reporting behavior of listed companies in
New Zealand and observed that on the average the leading audit firms took about 53 days to sign audit report as
against 90 days for the small audit firms. It was established that larger companies with larger asst base and
bigger audit firms with multinational connections have the resources to conduct and complete an audit and the
tendency for lesser audit or reporting lag.

Again Mcgee (2007°) studied the timeliness of financial reporting in the Russian energy sector. The
results showed that it took the Russian refinery companies’ longer time (an average of 146 days) to publish their
audited financial statements than the non-Russian companies (average of 70 days). Hence, it took more than two
months for Russian companies to issue their financial statements than those of the non-Russian companies. This
was partly due to non-desirability of the Russian tock in the International markets. Aktas and Kargin (2011)
considered the timeliness of annual financial reporting practices of companies listed in Istanbul Stock Exchange
(ISE), Turkey for a period of 2005-2008. The results showed that non-financial firms published their audited
reports and accounts later (79) days than the financial firms (67 days). Thus, it took non-financial firms about 12
days more to release their audited financial statements.

In addition, Akle (2011) explored the behavior of the financial reporting timeliness of 83 companies
listed in Egyptian Stock Exchange for the period from 1998 to 2007. The study showed that the average lag
period of financial reporting was on the decline from 134 days in 1998 to 72 days in 2007. Decreases in
reporting lag in the financial firms from 80 days in 1998 to 63 days in 2007 and in the non-financial firms from
154 days in 1998 to 79 days in 2007 were also observed. This showed the improvement in companies’
commitment to the disclosure and the transparency principles as part of the company’s governance principles.

Similarly, Hashim and Abdul Rahman (2011) studied the audit report behavior among 288 listed
companies in Bursa Malaysia for a three-year period from 2007 to 2009. The results showed that audit report lag
ranged from 36 days to 184 days for the three year period. It took 103 days on the average for the companies to
complete their audit reports. The results showed that the number of days that the companies took to complete
their audited annual reports reduced by 48 days from 2007 to 2009. Furthermore, Yacob and Che-Ahmed (2012)
examined the audit delay behavior in Malaysia. The results showed that the length of audit report period ranged
from 20 days to 364 days and an average audit delay of 101 days with a standard deviation of 25 days. The mean
delay was found lower than the minimum requirement of Bursa Malaysia of four months.

In Nigeria, Fagbemi and Uadiale (2011) have also considered audit report behaviour amongst 45 listed
public companies in 2007. The results showed that on the average it took about 141 days for the audited financial
reports to be ready while the earliest audit report time was 31 days after the balance sheet date. In another study,
Oladipupo (2011) examined the audit delay of 40 listed companies in 2008 in Nigeria. The results showed that
the audit delay ranged from 16 days to 284 days while it took approximately 120 days (4 months) on the average
for the companies to get their annual reports and accounts audited after the end of their financial years. Using a
three-year data from 2009 to 2011 from 20 quoted companies in Nigeria, Modugu, Erogbhe and Ikhtia (2012)
observed that audit delay ranged from 30 days to 276days.

From the foregoing, it is evidence that most studies have considered audit delay behaviour. Most of
these studies were considered over a relatively short period ranging from one year to five years. A study of audit
delay over a long period is desired. There is no study to the best of our knowledge that has considered
management delay behaviour in Nigeria. The management delay is the time interval between the audit report
date and date of annual general meeting. Management delay is an expression of management use of discretionary
power in corporate financial reporting. Thus, this study attempts to examine the behaviours of audit delay in
Nigeria over an eleven year period from 2000 to 2010. This provides us that the opportunity to examine the
phenomena of audit, management and total delays in corporate financial reporting over time.

3. Methodology
3.1 Source and Method of Data Collection

The data used in this study were collected from the audited annual reports and accounts of 75
companies out of 214 quoted companies on the Nigeria Stock Exchange as at 31% December 2010. The sample
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size represents 35% of the population. These were companies that could get complete data for the 11 years
period. The data, which were extracted from the audited annual reports and accounts, include the balance sheet
dates, the audit report dates and the annual general meeting dates of these sampled quoted companies.
3.2 Definitions and Measurement of variables
The three variables were estimated. These are the audit delay, management delay and total delay. These
measures of delay in corporate financial reporting were estimated as follows:
(i) Audit delay ( AD)

Audit delay is the number of days elapsed between the balance sheet date (BSD) and the audit report
date (ARD), when the auditors sign-off the audited annual report and accounts. This is expressed as

AD= ARD-BSD....... (1)

(ii) Management Delay (MD)

Management delay otherwise known as financial reporting delay is the number of days elapsed between
the audit report date (ARD) and the annual general meeting date (AGMD) when the audited annual report
and account are presented to the public. This is also expressed as:

MD= AGMD-ARD...... (i1)

(iii) Total Delay (TD)
The total delay is the number of days between the balance sheet date (BSD) and the annual general
meeting date (AGMD). It is the sum of audit delay and management delay expressed as follows;
TD= AGMD-BSD...... (1i1)
3.3 Model Specification

To examine the trend in the behaviour of the three phenomena of delays in corporate financial reporting
we expressed each as a function of time (year) as shown below.
ADit:U.O + alYit + Uit
where
AD;= Audit delay (in days) of firm I at time t
MD;= Management delay (in days) of firm I at time t.
TD;= Total delay (in days) of firm I at time t.
Y;= Year, e.g. 2000, 2001...2010.
U= Stochastic error term.
3.4 Methods of Data Analysis

Beside the use of description statistics such as the frequency distribution and measures of central
tendency and dispersion i.e. minimum, maximum and mean distribution and standard deviations, two analytical
techniques were employed to examine the trend in the behaviours of the three components of delays in corporate
financial reporting. These are the three- year moving average technique and simple regression analysis.

4. Data Presentation, Analyses and Interpretation of Results

We present the behavior of audit, management and total delays in corporate financial reporting in
Nigeria over the period between 2000 and 2010. The data for this study were collected from a total of Seventy —
Five (75) companies which were randomly selected from Eighteen (18) sectors of the companies quoted on the
Nigerian Stock Exchange (NSE) between the period of 2000 and 2010.
4.1. Audit Delay Behaviour

We considered the behaviour of audit delay (otherwise called audit time lag) in the companies during
the years under study.
Table 1: Frequency Distribution of Audit Delays in Days

Frequency Percent (%)
1 - 100 Days 288 34.9
101 - 200 Days 369 44.7
201 - 500 Days 145 17.6
501 - 1000 Days 16 1.9
>1000 Days 07 0.9
Total 825 100

Source: Authors’ computations (2013)

In table 1, the highest frequency of audit delay of 369 cases with 45% was in the class between 101 and 200 days.
From the above analysis, it took between 101 days and 200 days (2-3 months) to get audit reports signed. There
were instances where audits of annual reports and accounts were delayed for years with the delays running up to
1,000 days (about 3 years) and above. The variations in the minimum, maximum and mean audit delays were
graphically represented in figures la to lc respectively.
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4.2 Management Delay Behaviour

After the audit reports had been signed off by the auditors, it took some considerable period of time
again before the managements would present the audited annual reports and accounts to the public at the annual
general meetings. This showed the exercise of discretional power by management.

Table 2: Frequency Distribution of Management Delays in Days (MD)

Frequency Percent (%)
1 - 100 Days 653 79
101 - 200 Days 134 16
201 - 500 Days 24 03
501 - 1000 Days 11 1.3
>1000 Days 03 0.7
Total 825 100

Source: Authors’ computations (2012)

Table 2 showed the frequency distribution of the number of days it took managements of the various
companies under study to present their audited annual reports and accounts to the public. As observed in table 2,
managements took up to 100 days (more than 3 months) in most cases to make the audited annual reports and
accounts public at annual general meeting. The highest frequency of 653 cases with 79 % occurred in the first
class ranging between 1 — 100 days.

However, variations existed in the management delay among the companies. The graphical
representations of these variations in the minimum, maximum and mean management delays were presented in
figures 2a to 2c respectively.
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4.3. Total Delay Behaviour

Table 3 showed the frequency distribution of the total delay in corporate financial reporting amongst the

various companies in the study

Table 3: Frequency Distribution of Total Delay in Days (A3TTL)

Frequency Percent (%)

1 - 100 Days 6 N

101 - 200 Days 403 48.6

201 - 500 Days 364 44

501 - 1000 Days 37 5

1001 - 1500 Days 07 8

1501 - 2000 Days 06 N

2001 - 2500 Days 02 2

Total 825 100

Source: Authors’ computations (2012)

Table 3 showed that the highest frequency total delay (403 cases) with 49% occurred in the class
between 101 days and 200 days. Thus, in most cases the total delay took between 101 days and 200 days. The
graphical illustrations of the variations were shown in figure 3a for minimum total delay, figure 3b for the
maximum total delay and mean total delay in figure 3c.
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4.4 Trends in Delays in Corporate Financial Reporting

Two techniques were employed to examine the trends in delays in corporate financial reporting: the
moving average technique and simple regression technique.

Table 4: Three-Year Moving Averages of Delays in Corporate Financial Reporting

3-Year Moving Average of 3-Year Moving Average of 3-Year Moving Average of
Year Audit Delay (TLAR) Management Delay (TLPD) Total Delay (TTL)

2000

2001 159 118 277
2002 159 103 261
2003 167 94 261
2004 168 90 258
2005 179 83 262
2006 174 78 252
2007 177 76 253
2008 165 74 239
2009 152 74 227
2010

Source: Authors’ computations (2012)
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Fig.4: Three-Year Moving Averages of Delays in Corporate Financial Reporting

Table 4 and figure 4 showed the three-year moving averages of the various delays in corporate financial
reporting. We observed that on the average the audit delay (TLAR) experienced rapid increase from the year
2000 and reached peak in the year 2005 with 179 days. It declined in the year 2006 but rose again in the year
2007 and thereafter began to decline. We expect that this trend would continue in future. Thus, we can conclude
that there has been improvement in audit reporting practice as the audit delay is on the decline.

The management delay (TLPD) in corporate financial reporting experienced consistent decline from
2000 to 2008 and after which it began to remain relatively constant at 74 days. Also, the total delay (TTL) in
corporate financial reporting experienced decline from the year 2000 to the year 2004 but experienced an
increase in the year 2005 and thereafter began to decline. We also hope that the decline in total delay in financial
reporting would continue in the future.

The relationship between the delay in corporate financial reporting and time was negative. This was
further analysed by the simple regression technique, where we regressed time on the delays in corporate
reporting. Below are the resultant regression equations.

AD = 13,049 - 6.42173 YEAR .....coooevreir, (1)
MD =5,842 -2.871134 YEAR ......coovveeee.. ©)
TD =11,214-5.470928 YEAR .....ccvvvvven.... 3)

where,

AD = Audit delay (in days)

MD = Management delay (in days)
TD = Total delay (in days)

YEAR =2000, 2001, ..2011 etc.

The three (3) regression equations above showed that there were negative relationships between the
various delays in corporate financial reporting and time. These revealed that the delays in corporate financial
reporting declined with time. Looking at the magnitude of the regression coefficients, we can conclude that the
audit delay reduced faster than the management delay over time.

4.5 Discussion of Findings

We can now compare and contrast the results of this study with the results of the earlier studies on the
delays of corporate financial reporting across the globe. This would enable us to appreciate the discoveries made
in this study. The objective of the study was to examine the nature, patterns and trends of time lags in corporate
financial reporting in Nigeria. Within the period of 11 years under study (2000-2010); it took between 16 days
and 2,224 days to get audited financial statements signed. On the average, it took about 163 days to get audited
financial statement signed off by the auditors. However, there were some exceptional delay, which ran into years
(e.g. 1,000 days and above). The results in this study contrasted sharply with the results of Fagbemi and Uadiale
(2011) in a cross-sectional study conducted in Nigeria in 2007 using data from 45 publicly listed companies,
where minimum audit delay was 31 days and mean audit delay was 141 days. The results of the present study
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were quite distinct from the results of earlier study conducted using a cross-sectional data for 40 companies in
2008, where audit delay ranged from 16 days to 284 days and average audit delay was approximately four
months (120 days) (Oladipupo, 2011). In a similar study conducted earlier by Ibadin (2011: unpublished) using
150 companies on cross-sectional data for two separate years (2007 and 2008), the average audit delay was 118
days in 2007 and 121 days in 2008. We can see that results of this study showed higher values of audit delay
than the earlier studies conducted in Nigeria. The results of this study appeared more reliable because they were
based on long-period data of eleven years unlike one year data in the earlier cross-sectional data studies.

While the mean audit delay in India was about 64 days (Amitabh, 2005), reports from Malaysia showed
that audit delay ranged between 36 days and 184 days with a mean of 103 days (Hashim & Abdul Rahman, 2011)
and between 20 days and 364 days with the mean of 101 days and standard deviation of 25 days (Yaacob & Che-
Ahmad, 2012). Comparatively speaking, the audit delay appeared longer in Nigeria than in Malaysia, Indian and
some other parts of the world.

The management delay behaviour in Nigeria showed that it took between 10 days and 2,285 days and a
mean of 92 days after the audits reports had been signed off by auditors for management to present audited
annual reports and accounts to the stakeholders at Annual General Meetings (AGM). Compared to the results of
Amitabh (2005) in India where the mean reporting time lag (management delay) was 63 days after auditors’
report date, the management delay in Nigeria was much longer. It showed that managements took more time in
organizing annual general meetings, where they presented their published audited annual reports and accounts.
Whereas the total time lag (total delay) in India was about 127 days (Amitabh, 2005), it ranged from 82 days to
2360 days with mean of 255 days in Nigeria. This looked pretty longer in Nigeria.

The results of this study showed that the audit, management and total delay experienced decline over
the eleven year period (2000-2010).However, audit delay declined faster than the management and total delays.
This showed that there had been improvement in audit timing. This experience was similar to what was obtained
in Egypt, where it was reported that audit delay declined from 134 days in 1998 to 72 days in 2007 to show
companies commitment to the disclosure and transparency principles (Akle, 2011). The number of audit delay
also reduced by 48 days between 2007 and 2009 in Malaysia (Hashim & Abdul Rahman, 2011).

5. Summary of Research Findings, Recommendations and Conclusion
5.1 Summary of Research Findings

The results of this study show that the delays in corporate financial reporting in Nigeria had been on decline
over the years. However, the audit delay declined faster than the management delay and total delay. This showed
that there had been improvement in the timing of audit reports over time during the period under study.
5.2 Conclusion

The study had examined the nature, patterns and trends of corporate financial reporting in Nigeria.

Using appropriate statistical techniques like the three-year moving averages and ordinary least square regression
technique, it was observed that delays in corporate financial reporting practice have been on the decline over
years. The delays appeared considerably higher when compared to other countries.

The culture of late corporate financial reporting was observed amongst public companies. It could be that
the late culture of financial reporting was regulatory-induced as the regulations allowed a long period between
four and six months after the balance sheet dates for the public companies to publish their audited financial
reports.

It was expected that with appropriate increased regulatory pressures by way of reducing mandatory
reporting deadline to maximum of 90 days (3 months) after the balance sheet dates for all public companies
regardless of their sectors, they will adjust and comply appropriately. To sustain this expected momentum, the
extant statutory provisions for default fines and sanctions should be reviewed upward to justify the economic
realities of the present time and should be capable of serving as deterrent to possible erring public companies.

53 Policy Implications and Recommendations

The study revealed that the public companies have late culture of financial reporting. The time lags of
corporate financial reporting in Nigeria were considerably higher than most other countries of the world. The
reasons for the prolonged delay could be as a result of these loose regulations on timeliness of corporate
financial reporting. The periods of 120 days (4 months) and 180 days (6 months) after the balance sheet dates
expected of companies in the financial and non-financial sectors to publish their audited annual reports and
accounts are quite too long. Consequently, when the companies have these extensive periods to publish their
accounts and cannot still meet up, the delays become incomparable to the best practice internationally.

It is believed that if the regulatory agencies like Security and Exchange Commission (SEC), Central
Bank of Nigeria (CBN), Corporate Affairs Commission (CAC) and relevant tax authorities amend their relevant
laws on financial reporting and reduce the existing mandatory reporting time to 90 days after the balance sheet
dates for all companies regardless of whether they are financial firms or non-financial firms the public
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companies will adjust. We sincerely believe that regulatory pressure would be able to prompt early and timely
financial reporting.

Secondly, a stiffer penalty should be stipulated for non-compliance with the new regulations of publishing
audited annual reports and accounts on or before 90 days (3 months) after the balance sheet dates of publicly
listed companies in Nigeria. Amendments of section 346(1) of CAMA (2004) and section 41(3)(a) of CITA
(1990) should be made to serve as a deterrent to any erring public company whose directors fail to comply with
the regulation of timeliness of financial reporting. The provision of section 346(1) of CAMA (2004), which
states that a daily default fine of five hundred Naira (3500) should be paid by a director of any erring public
company should be amended to state “every director” of a erring public company and the fine should increase to
A=50,000 per day per every director in the Board. This will motivate the Boards to be more serious knowing the
economic implication of delaying publishing audited financial statements. Similarly, the provision of section 41
(3) (a) of CITA (1990), which imposes a default fine of 825,000 in the first month of breach and 310,000 for
every other month if the breach continues should be amended and raised to N2.5 million in the first month of
breach and=M1 million for every other month if the breach continues.
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