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Abstract

Timeliness is one of the effective factors on transparency of reporting and in-

creases the ability of shareholders in understanding the capacity of the business unit in
the production of income, cash flows and financial conditions. This paper examines fac-

tors which are related to the timeliness of annual reporting of financial statements in
Tehran stock exchange companies. The good news, age, size and opinion of the indepen-

dent auditor, industry, consolidate the financial reporting and the quality of the costing

system during the years 2008 to 2011 have been studied. A regression test is employed in

order to test hypotheses. The results show that the effect of independent auditor size and

opinion, industry, consolidated financial reporting and costing system confirmed by an

independent auditor has been meaningful about financial reporting timeliness. Statistical

coefficients indicated that despite unqualified opinion and appropriate costing system,
the reporting timeliness has improved. Nevertheless, auditing by a large auditing institu-

tion, the consolidated reporting and machinery industry has reduced. However, a signifi-

cant meaningful relationship between the reporting timeliness and the good and bad
news is not observed.

Keywords: Timeliness, Reporting Financial Statements, Good & Bad News,
Auditor Size & Opinion, Industry
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INTRODUCTION

The Financial Accounting Standards

Board (FASB) outlines the components of

quality information: predictive value, feed-

back value, timeliness, verifiability, neutral-

ity and representational faithfulness. Time-

liness is one of the most important compo-

nents of being relevant. Timeliness and

being relevant are important features of

useful information, so the financial state-

ments should be published on time to be

useful to users in decision-making (Aktas

& Kargin, 2011). Timeliness is one of the

factors affecting the transparency of finan-

cial report (Kulzick, 2004). In fact, timeli-

ness is the essential factor for related fi-

nancial information that has drawn the in-

creasing attention of regularity and legis-

lative institutions (Abdelsalam and Street,

2007). Timely and reliable reporting in-

crease the ability of investors, creditors and

other users in understanding the capacity

of a business unit in the production of in-

come, cash flows and financial conditions

(E’temadi and Yarmohammadi, 2003). Dis-
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closure of accurate, comprehensive and

timely information boosts shareholders'

confidence and allows them to have an in-

formed assessment of their performance

and assets. This issue increases shareholder

protection and market efficiency (European

Union Directive, 2004). It has been stated

that the shorter the time between the end

of the fiscal year and publication date is,

the more benefit can be derived from the

audited annual reports.

According to the above description, the

main issue of the study is whether there is

a relation between the annual financial re-

porting and the good news, age, indepen-

dent auditor size and opinion, industry,

consolidated financial report and costing

system.

The rest of the paper is organized as

follows. In section 2, the literature is re-

viewed and the research hypotheses are ex-

plained. In Section 3, we describe the re-

search design, and report the results in

Section 4. We conclude the paper in Sec-

tion 5.
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BACKGROUND AND DEVELOP-

MENT OF HYPOTHESES

Over the past four decades, timeliness

literature has found an established position

in financial accounting researches. There

are two dimensions to the concept of time-

liness in financial reporting: the frequency

of financial reporting and the distance be-

tween the end of the financial period and

publishing date of the financial statements

(Davies and Whittred, 1980). It is argued

that less delay in disclosing the informa-

tion would result in improving the feature

of reporting timeliness. According to the

executive introductions on disclosing reg-

istered companies’ information to the

Tehran Stock Exchange, publishers should

provide and disclose audited annual finan-

cial statements of the main company and

consolidated report, at least ten days be-

fore general assembly and at most four

months after the end of the year.

Given the importance of selecting the

company’s financial reporting time by man-

agers, a number of researcher have exam-

ined the factors affecting the timing of pub-

lishing information by companies. Accord-

ing to earlier research, factors such as good

news, market reaction, reporting environ-

ment, industry, firm size and volume of

activity, features of the independent audi-

tor and opinion, profitability and perfor-

mance results can be noted as factors af-

fecting the quality of timeliness.

Researches related to the speed of fi-

nancial information reporting and the in-

formation containing good or bad news

have achieved various results. Whittred and

Zimmer (1984) found that companies that

have suffered financial distress have re-

leased financial reports and reflection of

bad news with further delay. Results of

Bates (1968), Beaver (1968), Givoli and

Palmon (1982), Trueman (1990), Chai and

Tung (2002) suggest that bad news would

be reflected in the market later, because

companies hesitate in reporting bad news

and need more time for figuring and get

help from manipulating techniques as well.

According to the findings of Chambers and

Penman (1984) and Kross and Schroeder

(1984) it seemed that there is no will to

faster release of good news such as higher

profit than anticipated profit. Dwyer and

Wilson (1989) found out that this is also

true for municipalities. Haw et al. (2000)

and Leventis and Weetman (2004) have

approved this issue in China and Greece.

However, Han and Wang (1998) and

Annaert et al. (2002) found respectively

this is not true in Belgian companies and

the oil industry. Rees and Giner (2001)

showed that French, German and English

companies have a tendency to release bad

news early. Basu (1997) found that com-

panies tend to release bad news earlier.

Jindrichovska and Mcleay (2005) could not

find any evidence about being conserva-

tive to announce bad news earlier in the

Czech Republic because the Czech tax sys-

tem has created little incentive for it. Fol-

lowing earlier research, the first hypoth-

esis of the study is explained as follows:

H1: There is a meaningful re-

lation between the good news and

the annual financial reporting

timeliness.

Financial reporting timeliness is dis-

cussed from the point of view of industry

characteristics. According to the findings
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of Ahmad and Kamarudin (2003), and

Aktas, and Kargin (2011) companies work-

ing in the finance industry have had further

delay in reporting. Courtis (1976) found

that energy industries and the finance in-

dustry had timelier reporting than other in-

dustries. Turel (2010) findings showed that

companies working in manufacturing in-

dustries had timelier reporting. According

to the industry effect, the second hypoth-

esis of the study has been explained as fol-

lows:

H2: There is a meaningful re-

lation between the industry and the

annual financial reporting timeli-

ness.

Whittred (1980), Keller (1986), Soltani

(2002), Owusu-Ansah and Leventis

(2006), Turel (2010) and Moradi and

Purhoseini (2009) found that when there

is a qualified opinion, the delay in releas-

ing financial information increases.

Krishnan (2005) realized that the audit

firm’s degree of expertise in industry has

had an impact on timeliness of bad news

release. McGee & Yuan (2008) showed

that Chinese companies that had their in-

dependent auditor as one of the Four Big

have had more timely report. Gilling (2008)

acknowledged that the average delay in

companies reporting audited by seven big

auditing institutions is significantly lower

than sample companies. Ashton et al.

(1989) and Owusu-Ansah and Leventis

(2006) found that companies audited by the

Four Big have less delay in reporting. Given

the above, third and fourth research hy-

pothesis have been explained as follows:

H3: There is a meaningful re-

lation between the unqualified

opinion and the annual financial

reporting timeliness.

H4: There is a meaningful re-

lation between the auditor size and

the annual financial reporting

timeliness.

The results of Ashton et al. (1989)

show that the explicitly of activity and the

quality of internal control, depending on

the type of ownership, are significantly re-

lated to the delay in financial reporting. Ac-

cording to findings of Aubert (2009) and

Sengupta (2004), there is a negative rela-

tion between the consolidated report and

degree of timeliness in reporting. E’temadi

and Yarmohammadi (2003) showed that

complexity of companies performance and

presence or absence of a favorable costing

system had no effect on timely reporting.

Given the complexity of activity, the fifth

and sixth research hypotheses are stated

as follows:

H5: There is a meaningful re-

lation between the consolidated

report and the annual financial re-

porting timeliness.

H6: There is a meaningful re-

lation between the costing system

confirmed by independent auditor

and the annual financial reporting

timeliness.

Owusu-Ansah (2000) found that there

is a positive relation between financial re-

porting timeliness and life time, but

E’temadi and Yarmohammadi (2003) found

no relation between a company’s life time

and reporting timeliness. In fact it is ex-

pected that the company’s life time has an

impact on the reporting process. Based on

Timeliness of Annual Financial Reporting: Evidence from the Tehran Stock Exchange
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learning curve theory, the more the num-

ber of annual report is, the less the time of

report preparation will be, because the ex-

perience of managers and accountants will

increase in the reporting process (Owusu-

Ansah, 2000). Following these findings the

seventh research hypothesis has been ex-

plained as follows:

H7: There is a meaningful re-

lation between the company`s age

in stock and the annual financial

reporting timeliness.

RESEARCH DESIGN

Statistical Sample

The statistical community in this study

included all companies listed in the Tehran

Stock Exchange for which the following

conditions are met:

A: Company’s financial informa-

tion is available for the period

between 2008 and 2011.

B: The fiscal year ends March 19.

Most Iranian companies coin-

cide their fiscal year end with

the end of the solar year, i.e.

March 19.

C: The Company has no experi-

ence during the studied period

of fiscal year change.

Therefore the statistical community in-

cluded 762 company-years and 254 com-

panies. By applying the above criteria and

assessment and collection of basic infor-

mation, the suitable sample for research

was chosen by SPSS software. 323 com-

pany-year were chosen that 7 company-

years were deleted from the initial sample

due to lack of necessary information.

Research Model

In this study the following model is de-

signed to study the effect of independent

variables, good news, age, independent

auditor size and opinion, industry, consoli-

dated financial reporting and costing sys-

tem confirmed by independent auditor on

variable dependence to annual financial

reporting timeliness.

TR
i
= α + β

1
GoodNews + β

2
Age +

β
3
Auditor + β

4
Opinion +

β
5
Industry + β

6
Consolid +

β
7
CostSys + β

8
Size +

β
9
ROE + ε

RESULT ANALYSIS

Descriptive Statistics

Table 1 provides a summary of descrip-

tive statistics of test data. As specified in

Table 1, the minimum delay in reporting

has been 29 days and the maximum delay

has been 181 days.

Data Analysis

A model is designed for studying the

effect of variables. In this model, the days

between a sample company's fiscal year-

end and the day on which each of the re-

porting events occurred is considered as

the dependent variable and good news, age,

independent auditor size and opinion, in-

dustry, consolidated financial report and

costing system are considered as indepen-

Mahdi Moradi, Mahdi Salehi and Mojtaba Soleymani Mareshk
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Table 1: Descriptive Statistics
Variable Minimum Maximum Mean Std. Deviation

TR -181 -29 -86.91 26.116

Auditor 0.0 1 0.23 0.422

Size 3.8 8.2 5.556 0.7860

ROE -2.88 1.94 0.1138 0.40914

Age 1.0 44 15.27 9.730

Goodnews 0.0 1 0.57 0.495

Consolid 0.0 1 0.40 0.490

Cost_sys 0.0 1 0.88 0.329

Opinion 0.0 1 0.38 0.486

Ind_Car 0.0 1 0.12 0.322

Ind_Med 0.0 1 0.10 0.298

Ind_kan 0.0 1 0.16 0.371

Ind_mach 0.0 1 0.10 0.306

Ind_chem 0.0 1 0.08 0.275

Ind_food 0.0 1 0.08 0.265

Ind_metl 0.0 1 0.17 0.380

Ind_oil 0.0 1 0.08 0.265

Ind_fin 0.0 1 0.04 0.199

     n                316

Table 2: Regression Model

TR
i 
= α + β

1
GoodNews + β

2
Age + β

3
Auditor + β

4
Opinion + β

5
Industry +

β
6
Consolid + β

7
CostSys + β

8
Size + β

9
ROE + ε

Variable Index t Sig.

(Constant) -105.323 -8.016 0.000

Goodnews 4.234 1.455 0.147

Age -0.143 -0.954 0.341

Consolid -7.534 -2.449 0.015

Cost_sys 8.859 0.049 1.972

Opinion 10.031 3.039 0.003

Size 2.561 1.242 0.215

ROE 3.532 0.986 0.325

Auditor -7.284 -2.008 0.046

Ind_Car 0.112 0.016 0.987

Ind_Med 2.469 0.342 0.733

Ind_kan 3.475 0.543 0.587

Ind_mach -15.385 -2.236 0.026

Ind_cem -2.770 -0.381 0.704

Ind_food -6.840 -0.924 0.356

Ind_metl -5.612 -0.888 0.375

Ind_oil -8.004 -1.092 0.276

Ind_fin -5.858 -0.652 0.515

F test 3.928

R Square 0.183

Adjusted R Square 0.136

Timeliness of Annual Financial Reporting: Evidence from the Tehran Stock Exchange
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dent variables. The firm size (log market

value) and ROE are used as control vari-

ables.

As it is indicated in Table 2, the coeffi-

cient R2 shows that 0.183 of dependent

variable changes are explained by the

model. According to the result,

CONSOLID (consolidated report),

COST_SYS (costing system confirmed by

auditor), AUDITOR (auditing by big au-

ditor), OPINION (unqualified opinion),

IND_MAC (machinery industry) have been

meaningful from a statistical point of view.

The coefficients of OPINION and

COST_SYS variables were positive and

the coefficients of IND_MAC,

CONSOLID and AUDITOR were nega-

tive.

The positive and meaningful coefficient

of OPINION shows that by receiving an

Unqualified Opinion, the quality of annual

financial reporting will improve as well.

Positive and meaningful coefficient of

COST_SYS explains that companies hav-

ing a costing system confirmed by an inde-

pendent auditor have published their report

with less delay. On average, companies

having appropriate costing systems were

9 days faster in reporting. On the other

hand, the coefficient of AUDITOR has

been negative and meaningful. That means

the big auditors had a 7 days delay on av-

erage. Statistical results about CONSOLID

explains that if there is a consolidated re-

port, there will be a further delay.

CONCLUSION AND RECOMMEN-

DATIONS

This study is designed to test the ef-

fects of good news, age, independent au-

ditor size, auditor opinion, industry, con-

solidated financial report and costing sys-

tem on the annual financial reporting time-

liness. Statistical tests showed that the ef-

fects of IND_MAC, OPINION,

CONSOLID and COST_SYS were statis-

tically meaningful; as a result, H2, H3, H4,

H5 and H6 have been confirmed respec-

tively. The positive coefficient of OPIN-

ION expresses that receiving Unqualified

Opinion has increased timeliness which is

compatible with Whittred (1980), Keller

(1986), Soltani (2002), Owusu-Ansah and

Leventis (2006), Turel (2010) and Moradi

and Purhoseini (2008). The positive and

meaningful coefficient of COST_SYS ex-

presses that companies having a costing

system confirmed by an auditor have pub-

lished their reports with less delay. Actu-

ally it can be said that the higher quality of

the company’s accounting has been asso-

ciated with improvement of timeliness

level. The result of AUDITOR variable is

not compatible with Gilling (2008), McGee

& Yuan (2008), Ashton et al. (1989) and

Owusu-Ansah and Leventis’ (2006) find-

ings, based on timelier reporting in the pres-

ence of big auditors. It seemed that a higher

quality of operation and more complex ad-

ministrative system of big auditing institu-

tions increase the time of reporting as well.

Besides, as it is expected, the coefficient

of CONSOLID variable was negative. That

shows it has been associated with further

delay in reporting, which is not compat-

ible with Aubert (2009), and Sengupta’s

(2004) findings. Among the industries,

working in the machinery industry has been

meaningful. In conclusion, we can say

working in the machinery industry has a
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negative effect on timeliness.

Generally, our findings indicate that in-

creasing the quality of accounting results 
in improvement of the reporting timelines 
level. In this study, only some of the effec-

tive factors on reporting timeliness have 
been considered. Results show that our 
research model describes only 18% of time-

liness changes. In other words, about 82%

changes of dependent variables are ex-

plained by other variables, including audi-

tor fees, auditor change and month of fis-

cal year-end. On the other hand, one of the 
most important factors in timeliness is 
preparation of reports by companies. Since 
factors such as location, skill level and ex-

pertise of the staff (especially accountants) 
and an independent auditor are effective in 
the preparation of reports process, testing 
was impossible due to lack of information. 
According to the results and challenges 
occurring during the study, following con-

sideration in future research seemed nec-

essary: a) factors other than the variables 
used in research and their impact on com-

panies financial reporting timeliness, such 
as auditor fees, employee’s skill level, 
length of tenure of managers and auditors. 
b) Evaluation of the capital market in the 
period between report release date and 
market reaction on it. c) Studying the rela-

tionship between corporate governance 
characteristics such as board independence, 
type of shareholders, education and age of 
managers and financial reporting timeli-

ness.
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