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ABSTRACT

The study aims to identify and analyze the factors affecting the audit delay. The study
includes a quantitative study using a secondary data obtained from the company’s financial
statement. The [fudy’s population constituted the entire manufacturing and finance
companies listed in the Indonesia Stock Exchange during the year 2018-2019. The sample is
collected by fing purposive sampling over thelisted companies in criteria that the company
publishes the audited financial report as of December 31 and also shows the data needed in
the study. The sample which has met the criteria are 510 companies and analyzed by multiple
linier regression analysis. The res@lts show that the industrial type and complexity of
company have a positive influence on the audit delay, e auditor opinions, a reputation of
Public Accounting Firm and aff) the company’s size have a negative impact in the audit
delay, while the profitability do not affect the audit delay.

Keywords: audit delay; auditor’s opinion; reputation of public accounting firm; ROA

1. INTRODUCTION

Financial reports contain information from the accounting process that can be used by
management to evaluate the performance of the company and can be used as a basis for
consideration of decision making in future periods. The most important thing in the
@bmission of financial reports is the timeliness. According to Debbianita et al. (2018),
information in financial statements that is presented in a timely manner will have more
benefits so that it can help users make decisions. On May 9, 2019, there were 24 issuers who
had not submitted audited financial reports as of December 2018, so the Indonesian Stock
Exchange (IDX) has sanctioned the delay in submitting and publishing these financial reports
(Ayuningtyas, 20). Kuncaratrah (2019), and Felicia and Pesudo (2019) find that the
common cause of delays in the publication of a company's financial statements tends to be
due to the delay in carrying out the audit (audit delay) on these fifincial statements.

Some empirical evidence shows that there are several factorggjhat can affect audit
delay. Hakim and Sagiyanti (2018) find that the type of industry has a significant effect on
audit delay, altEugh previously Primantara and Rasmini (2015) prove that the type of
industry has no effect on audit delay. In addition to the type of industry, Amani and Waluyo
(2016) find that auditor opinion also affects audit delay when Miradhi and Juliarsa (2016)
prove that this factor is nf@l significant for audit delay. Other empirical evidence also shows
that the reputation of the Public Accounting Firm (or KAP) has a significant effect on audit
delay (Saputri, 2012). Furthermore, Darmawan and Widhiyani (2017) show that the




complexity of company operations can also lead to extended audit delays even though these
results are inconsistent witljRachman and Ardini (2016). This study discusses the impact of
the audit completion time on the financial statements on the timeliness of the publication of
audited financial report information outside the specific factors of the company itself where
the length of the audit delay is called the audit delay. The purpose of this study is to provide
empirical evidence on the factors that affect audit delay, which consists of the type of
industry, auditor opinion, KAP reputation and the complexity of company operations.

2. LITERATURE REVIEW
Basic concepts

Agency theory. According to Scott (2000), agency theory is a branch of game theory
that studies the scheme of contracts to motivate rational agents to act according to the wishes
of the principal. Agency relationships arise when one or more individuals (principals)
examine other individuals (agents or employees) to act on their behalf, delegating the power
to make decisions to agents and employees (Firmansyah et al., 2016). The main factor that
must be considered before implementing agency theory is audit delay. Audit delay has a
definition as the time span of the audit task completion process by the auditor on financial
statements (Halim, 2000). Punctuality itself has a close relationship with audit delay in the
publication of financial reports, if not submitted in a timely manner, it can reduce the benefits
of financial reports (Lisa, 2015). Punctuality shows the time interval between information is
not delivered on time resulting in the value of the information being reduced (Praptika and
Rasmini, 2016).

Audit delay. Audit delay is the length of time for audit completion which is measured
from the date of book closing until the audited replit is completed by the auditor (Utami,
2006). Based on POJK Number 20/POJK 04/2016, public companies listed on the IDEJ are
required to submit an annual financial report accompanied by an independenfhuditor's report
to the Financial Services Authority (or OJK) and announce it to the public no later than the
end of the fourth month or 120 days after closing book ends. The regulation also states the
sanctions if the company experiences an audit delay, namely written warnings, fines,
restrictions and freezing of business activities, revocation of business licenses, cancellation of
approval and cancellation of registration.

Hypothesis development

Industry type and audit delay. Different industry characteristics can cause ditferences
in the time span in the audit process and in the publication of financial reporting to the public
(Purnami et al., 2019; Susianto, 2017). Financial companies tend to have shorter audit delays
than companies from other types of industries because financial companies do not have
complex accounting recording specifications (such as inventory) so that the audit process
does not require a long time (Ashton et al., 1987; Kurniawan and Laksito, 2015; Hakim and
Sagiyanti, 2018). Empirical evidence from Ashton et al. (1987), Kurniawan and Laksito
(2015), Haifa (2017), Susianto (2017), Hakim and Sagiyanti (2018), and Pumami et al.
(2019) show that the type of industry, especially the non-financial industry, has a longer audit
delay. In contrast, Sunaningsih and Rohman (2014), and Primantara and Rasmini (2015) find
that industry type did not significantly affect audit delay. Based on existing empirical
evidence, the following hypothesis can [ formulated for this study.
H1: The type of industry has a positive effect on audit delay

Auditor opinifh and audit delay. The auditor's opinion is an opinion expressed § an
independent auditor on the fairness of the content of the audited financial statements, in all




[Blaterial aspects and based on the conformity of the composition of the financial statements
with generally accepted accounting principles (Mulyadi, 2014:19). The auditor's opinion can
be used as a benchmark and a basis for making decisions. Sunaningsih and Rohman (2014),
Bavid and Butar Butar (2020), and Rustiarini and Sugiarti (2013) prove that auditor opinion
has a negative effect on the delivery of financial statements. Rustiarini and Sugiarti (2013)
argue that giving unqualified opinion (or WTP) can minimize audit delay. According to
Shulthoni (2013), companies that get other than unqualified opinion will experience a
relatively long audit delay. In contrast, Prameswari and Yustrianthe (2017), and Sari and
Priyadi (2016) find that auditor opinion does not affect audit delay. Based on existing
empirical evidfice, the following hypothesis can be formulated for this study.
H2: Auditor's opinion has a negative effect on audit delay

Reputation of KAP and audit delay. The quality of the audits will aff§Bt the credibility
of the financial statements when the company goes public. The reputation of the KAP hired
by a company to audit its financial statements will affect public confidence regarding the
credibility of the financial statements produced by the company. Large public accounting
firms have a larger number of empldfes, thus enabling the audit completion process to be on
time and have a strong incentive to complete the audit process in order to maintain its
reputation. Verawati and Wirakusuma (2016), Kurniawan and Laksito (2015), Sari and
Priyadi (2016), and Prameswari and Yustrianthe (2017) prove that the reputation of KAP can
affect audit delay because Big Four of KAP is faster in completing its audit. In contrast,
Sunaningsih and Rohman (2014) found that the reputation of KAP does not affect audit delay.
Based on existing empirical evidence, the following hypothesis can be formulated for this
study.
H3: KAP's reputation has a negative effect on audit delay

Complexity of company operations and audit delay. The complexity of an
organization or operation is a direct result of the division of labor and the department which
focuses on the number of units that differ significantly. Organizations with the number or
many types of work and auditing create managerial and organizational problems that are
more complex because of the increasingly complex dependencies. The level of complexity of
a company's operations, which depends on the number and location of its operating units and
verified product lines and markets, is more likely to affect the time it takes for auditors to
complete their audit work (Ariyani and Budiartha, 2014). Sulistiyanto and Yuniarto (2012)
state that the complexity of the company's operations can be measured by looking at the
number of subsidiary entities it owns. Pratiwi and Wiratmaja (2018), David and Butar Butar
(2020), Darmawan and Widhiyani (2017), and Widyastuti and Astika (2017) prove that
companies that have more subsidiaries can extend the audit delay period. In contrast,
Yohaniar and Asyik (2017), and Putra and Wiratmaja (2019) find that the complexity of firm
operations does not affect audit delay. Based on existing empirical evidence, the following
hypothesis can be formulated for this study.

H4: The complexity of the company's operations has a positive effect on audit delay

Complexity of company operations and audit delay. The complexity of an
organization or operation is a direct result of the division of labor and the department which
focuses on the number of units that differ significantly. Organizations with the number or
many types of work and auditing create managerial and organizational problems that are
more complex because of the increasingly complex dependencies. The level of complexity of
a company's operations, which depends on the number and location of its operating units and
verified product lines and markets, is more likely to affect the time it takes for auditors to




complete their audit work (Ariyani and Budiartha, 2014). Sulistiyanto and Yuniarto (2012)
state that the complexity of the company's operations can be measured by looking at the
number of subsidiary entities it owns. Pratiwi and Wiratmaja (2018), David and Butar Butar
(2020), Darmawan and Widhiyani (2017), and Widyastuti and Astika (2017) prove that
companies that have more subsidiaries can extend the audit delay period. In contrast,
Yohaniar and Asyik (2017), and Putra and Wiratmaja (2019) find that the complexity of firm
operations does not affect audit delay. Based on existing empirical evidence, the following
hypothesis can be formulated for this study.

H4: The complexity of the company's operations has a positive effect on audit delay

3. RESEARCH METHOD

The typ@bt data used in this study is secondary data. The data is obtained by taking
the company's financial statements that have been audited by an independent auditor and
published. Financial reports are obtained by accessing the official IDX website

(www.idx.co.id). The population in this study are all manufacturing and financial sector

companies listed on the IDX in the period of 2018-2019 which give total 527 companies.

This study uses purposive sampling technique and obtained 460 observational data or 230

companies for each of 2018 and 2019 according to the sample criteria. The sample criteria are

as follows: (1) manufacturing and financial companies listed on the IDX in 2018-2019; (2)

manufacturing and financial companies that submit financial reports for the period 2018-

2019; (3) manufacturing and financial companies that publish financial reports with the

closing date of December 31st; (4) manufacturing and financial companies that have annual

financial reports that have been audited by a public accounting firm and include reports from
independent auditors; and (5) manufacturing and financial companies that have complete data
for research. This study uses multiple regression analysis at a significance level of 5% with
the help of the SPSS version 25 and MS Excel application which aims to determine the
influence of the independent variable and control variable on the dependent variable.

This study uses a dependent variable, namely audit delay and six independent
variables, as follows.

1. Audit Delay (AUD), which is the length of time for completion of e audit by the
auditor, calculated from the closing date of the book as of December 31 to the date stated
in the independent auditor's report. The measurement of AUD is carried out quantitatively
(&) the number of days (Rustiarini and SugidZfi, 2013) and is calculated as the difference
between the date of the audit report and the date of the financial statements or the date of
the audit report minus the date of the financial statements.

2. Type of Industry (TYPE), namely the type of industry divided into two groups, namely
the financial industry and the manufacturing industry (Primantara and Rasmini, 2015).
This variable is measured by a dummy number where financial companies are given a
value of 0 and manufacturing companil are given a value of 1.

3. Auditor Opinion (OPIN), namely the opinion given by the auditor on the fairness of the
presentation of the financial statements of the company where the auditor conducts the
audit (Mulyadi, 2014: 19). This variable is measured by a dummy number where the
unqualified opinion is given a value of 1 and other opinions are given a value of 0.

4. Reputation of KAP (RKAP), namely the good name it has, the achievements and public
trust in the public accounting firm (Rudyawan and Badera, 2009). This variable is
measured by a dummy number where Big Four KAPs are given a value of 1 and non Big
Four KAPs are given a value of 0.

5. Company Operational Complexity (KOMP), namely the level of complexity of company
operations by looking at the number and location of its operating units (Widyastuti and
Astika, 2017). This variable is measured by the number of subsidiaries.




6. Company Size (SIZE) is one of the control variables in this study which is defined as a
grouping of the size of the company which can describe the activities and revenues of the
company (Nugraha and Meiranto, 2015). This variable is measured using the natural
logarithm of total assets.

7. Profitability (ROA) is another control variable of this study and is a financial indicator
that describes the company's ability to generate return on total assets owned (Kurniasih
and Sari, 2013). This variable is obtained from net profit after tax divided by total assets.

4. RESULTS AND DISCUSSIONS
4.1. Results

Descriptive statistics. AUD has a minimum value of 16, a ngimum value of 141, a
mean of 78.69, and a standard deviation of 21.043. TYPE has a minimum value of 0, a
@Aaximum value of 1, a mean of 0.65, and a standard deviation of 0.476. OPIN has a
minimum value of 0. a faximum value of 1, a mean of 0.79, and a standard deviation of
0.410. The RKAP has a minimum value ofl), a maximum value of 1, a mean of 0.42, and a
standard deviation of 0.49. KOMP has a minimurffjvalue of 0, a maximum value of 57, a
mean of 4.06, and a standpld deviation of 7.77. SIZE has a minimum value §§ 1434, a
maximum value of 30.22, a mean of 22,03, and a standard deviation @) 2.04. ROA has a
minimum value of -1.37, a maximum value of 9.34, a mean of 0.05, and a standard deviation
of 0.45.

Classic assumption test. The normality test aims to test the data to detect the
regression model, the confounding variable has a normal distribution or not, with Skewness
and Kurtosis statistics. Table 1 shows that Zsewness is 0,727 or 0,083/(+/6/460) and Zxurtosis 18 -
1,265 or -0,298/(+24/460). The Zskewness and Zkurtosis are both under 1.96 so this means that the
regression model fulfills the normality assumption and it can be concluded that the residual
value is normally distributed. According to Ghozali (2019:107), the regression model is
declared free of multicollinearity if the relationship between independent variables has a
tolerance value above 0.01 and a Variance Inflation Factor (VIF) value is less than 10. The
test results show that TYPE has a tolerance value of 0.715 and a VIF of 1.399, OPIN has a
tolerance value of 0.970 and VIF of 1.031, RKAP has a tolerance value of 0.838 and VIF of
1.193, KOMP has a tolerance value of 0.776 and VIF of 1.288, SIZE has a tolerance valud®f
0.637 and VIF of 1.571, and ROA has a value tolerance of 0.985 and VIF of 1.015. All
independent variables have a tolerance value of more than 0.01 and a VIF of less than 10, so
it can be concluded that there is no multicollinearity. This study also found that the results of
the autocorrelation test using the Durbin-Watson test obtained a value of 1.870. This value is
then compared with the value in the DW table with a significance of 5%, the number of N is
460 and the number of k is 6 variables, so the dU value is 1.868. These results indicate that
the value of dU <dw <4-dU or 1.868 <1,870 <2.132 which indicates that there is no
autocorrelation.

Table 1. Result of normality test

. . Skewness Kurtosis
N Std.Deviation —g . ic  Std.Error Statistic Std. Error
Unstandardized Residual 460 1843212434 0083 0.114 0208 0227

Valid N (Listwise) 460

Multiple linear regression. Table 2 shows that the t test for TYPE) OPIN, RKAP,
KOMP, and SIZE control variables has a significance level less than 0.05, which means that
these variables have a significant effect on AUD. On the other hand, ROA has a significance
level of 0.321 or greater than 0.05, so it is declared insignificant to AUD. Based on multiple




regression analysis, the following mathematical equation is obtained.
AUD = 5.852-5591 -3,748 + 0,511 - 4,336 -1,901 + ¢

The coefficient of determination is used to test the goodness-fit of the regression model
(Ghozali, 2019:179). The results of the regression analysis show that the coefficient of
determination with the adjusted R square (R?) is 0.246, which means that 24.6% of the AU
model can be explained by TYPE, OPIN, RKAP, KOMP, SIZE, and ROA, while 75.4% is
explained by facfidrs others not included in the model. The model feasibility test or the F test
aims to show whether all the independent variables included in the model have a
simultaneous influence on the dependent variable (Ghozali, 2016:179). The results of the F
test have an F value of 24.593 with a significance value of less than 0.05 (0.000 <0.05) so
that these results indicate that the regression model is feasible.

Table 2. Result of multiple linear regression

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta

Constant 174,393 12,246 14,241 0,000
TYPE 5.852 2133 0.132 2,743 0,006
OPIN -5.591 2127 -0,109 -2.629 0,009
RKAP -3.748 1.897 -0,088 -1.975 0,049
KOMP 0511 0,125 0.189 4075 0,049
SIZE -4.336 0,526 -0421 -8.236 0,000
ROA -1,901 1915 -0.041 -0,993 0321

Adjusted R* = 0,246
Std Error of the Estimate = 18,396
F = 24 593 (0.,000)

42. Discussions

Industry type and audit delay. The result of hypothesis testing show that TYPE has a
positive and significant effect on AUD so that H1 is accepted. The result of this study is
consistent with Ashton et al. (1987), Kurniawan and Laksito (2015), Haifa (2017), Susianto
(2017), Hakim and Sagiyanti (2018), and Purnami et al. (2019) but inconsistent with
Sunaningsih and Rohman (2014), and Primantara and Rasmini (2015). This study empirically
proves that the non-financial industry has a longer audit delay than the financial industry
because the financial industry tends to have assets in the form of monetary assets that are
easier to measure. According to Hati and Sari (2020), non-financial industry assets are
generally in the form of physical assets (for example in the case of inventory accounts) so
they tend to be more complex and often result in misstatements.

Auditor opinion and audit delay. The result of hypothesis testing indicate that OPIN
has a significant negative effect on AUD so that H2 is accepted. The result of this study is
consistent with Sunaningsih and Rohman (2014), Rustiarini and Sugiarti (2013), but
inconsistent with Pgmeswari and Yustrianthe (2017), and Sari and Priyadi (2016). This study
empirically proves that companies that get opinions other than unqualified tend to experience
a longer delay process because the company views these opinions as bad news resulting in a
longer audit process, besides the process of obtaining an unqualified opinion will cause the
process to become longer due to negotiations with the auditor at first (Kartika, 2011).

Reputation of KAP and audit delay. The result of hypothesis testing indicate that the
RKAP has a significant negative effect on AUD so that H3 is accepted. The result of this
study is consistent with Sutjipto et al. (2020), Verawati and Wirakusuma (2016), Kurniawan
and Laksito (2015), Sari and Priyadi (2016), and Prameswari and Yustrianthe (2017) but
inconsistent with Sunaningsih and Rohman (2014). This study empirically proves that the




services of auditors with a good reputation or the Big Four can reduce the possibility of
delays in the publication of audited financial reports.

Complexity of company operations and audit delay. The result of hypothesis testing
show that KOMP has a significant positive effect on AUD so that H4 is accepted. The result
of this study is consistent with David and Butar Butar (2020), Darmawan and Widhiyani
(2017), and Widyastuti and Astika (2017) but otherwise inconsistent with Yohaniar and
Asyik (28 7), and Putra and Wiratmaja (2019). The number of subsidiaries can affect the
level of complexity of the company's operations so that it can affect the time it takes for
auditors to complete their duties where auditors take a long time to examine the company's
financial statements and check transactions carried out in operational units to ensure that the
operating unit's financial statements do not make any irregularities. This study supports
Rahmawati and Suryono (2015) in proving that the complexity of the company's operations
extends the time needed for audits.

Company size and audit delay. The test results with the SIZE control show a negative
and significant impact on AUD. This result is consistent with the research of Cahyanti et al.
(2016), Zebriyanti and Subardjo (2016), and Sari and Priyadi (2016) but inconsistent with
Prameswari and Yustrianthe (2017). This study supports Suparsada and Putri (2017) in
proving that company size affects the length of audit delay because companies with large
total assets tend to immediately submit financial reports, in other words good management
causes shorter audit periods with the aim of informing the public. that the company has good
prospects during its operation.

Profitability and audit delay. The test result with ROA control show insignificant
impact on audit delay. This result is consistent with Septariani (2014), Zebriyanti and
Subardjo (2016), and Cahyanti et al. (2016) but inconsistent with Prameswari and Yustrianthe
(2017), and Sari and Priyadi (2016). Empirically, this study proves that the audit process for
companies that have a low profit level is not different from the audit process for companies
that have a higher profit rate where each company will try to speed up the audit process in
order to attract the attention of investors and avoid sanctions from cdfital and government
supervision. On the assumption of agency problems, this study proves that audit delay is not
caused by a conflict of {Elerest between the principal and the agent, especially in
manufacturing and financial sector companies listed on the IDX in the 2018-2019 period.

5. CONCLUSIONS

This study provides empirical evidence in the context of agefiy theory or agency
problems between principal and agent. Empirically, this study proves that audit delay is not
caused by a conflict of interest between the principal and the agent. This reason is reinforced
by the evidence that profitability problems or profit problems are not factors that cause the
long audit process to occur. It can also be assumed that the value of information for principals
or investors does not decrease for the purpose of making investment decisions. The empirical
evidence from this study is limited to manufacturing and financial sector companies listed on
the IDX in the 2018-2019 period. This study only conducted observations for 2 years and was
limited to only four independent variables and two control variables, so the next researcher
should be able to add or use other independent variables that allow greater attachment to
audit delay as the dependent variable and make observations with a longer period.
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