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Abstract

This paper examines the issues in financial reporting lag. It specifically attempts a

critique on some important conceptual and practical issues that are worth pondering
about when assessing the concept of financial reporting lag. Particularly, the paper
identified and discussed four (4) of such issues which include: regulatory issues,

external auditor-related issues, issues regarding early/late disclosure of 'good’ or 'bad’
news; and issues relating to the conceptualisation and measurement of financial
reporting lag. As part of its critical evaluation, the paper disputes the existing pattern of
definition and measurement of financial reporting lag and equally proposed a similar,

but strikingly different approach to its conceptualisation and measurement. After the
discussions of all other issues, the paper took its position by conjecturing that financial
reporting lag is entirely inevitable, but can be avoided. By way of policy implication, the
paper supports the idea of accelerated financial reporting proposals by some advanced
countries in order to reduce financial reporting lag, in as much as the reliability of the
reports are not traded-off as a result. The paper opens up two possible avenues for
further studies, firstly by testing the new proposed measurement of financial reporting
lags; and secondly by examining the implication of implementing an accelerated
financial reporting framework in a developing market like Nigeria.

Keywords. Financial reporting lag, Regulatory, External auditor, Good/bad news,
Measurement issues.

INTRODUCTION

Studies on finoncial reporting log have received quite a hondful of attention from
researchers in the field of occounting ond ouditing. So olso is the regulotory ond
stokeholders concern on the need for timely disclosure of financiol information among
listed componies. However, the issues ond orguments surrounding the delays in
corporate finomcial reporting have continued to resurfoce ond toking newer dimensions
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in acodemic research. Several school of thoughts (Fodio, Oba, Olukoju, & Zik-rullohi,
2015; Iyoha, 2012; Luypoert, Coneghem & Uytbergen, 2016) argue that, other things
being equal, prompt finoncial reporting presentation by listed componies is possible if
stringent deterrent meosures ore strictly enforced, while others (e.g. Oladipupo &
Izedonmi, 2009) argue thot financiol reporting delay is oll-in-edl inevitoble. Also, some
researchers such as Abernathy, Kubick ond Mosli (2018) argue thot finoncial reporting
log is o function of monagement discretion, others ottribute it to delays coused by the
external ouditors (Hoong, Dang & Nguyen, 2018). There are also some recent group of
studies (Ahmad, Yunos & Yunos, 2018; Ghafron & Yosmin, 2018; Hoong et al, 2018;
Lestari & Nuryatno, 2018) that showed evidence that finoncial reporting logs ore lorgely
determined by compony-related ottributes ond corporate governonce structure. The
differing contending views continues.

A careful examination of the extont literature has raised some thought-provoking issues

that require careful evoluations in order to understond whether delays in componies'

finoncial reporting con be clossified as completely unavoidoble or not. First omong the

issues is the differing regulatory requirement by different nations ond the perceived lack

of effective penalties for defoulting componies. As a result, most componies moy

leverage on the slack regulatory enforcements ond systematicolly delay the release of
finoncial information for unspecified reasons. Another issue is that reloting to the

external auditors —because o compony may not publish its finoncial statement without it

being certified by an independent auditor (Ohoka & Akoni, 2017). The third is the issue

relating to the monogement strotegic disclosure policies, where (as posited by Al-Daoud,

Ismail, & Lode, 2015; Lehtinen, 2013) the uncertainty of morkets' reaction to componies

'good' or 'bod news' may push the monogement into engoging in smoothening of the

accounting numbers prior to presentation, thereby causing asystematic delay. Research—
wise, there is also the fourth issue concerning the conceptualisation ond meosurement of
financial reporting log which, if reconciled, may provide o.new dimension to financial

reporting log evoluation.

In all, the paper attempts to critique the above four (4) identified issues in a bid to
broadening their existing understonding in respect to financiol reporting log. At the end
of the study, the researcher took o position on the two contending ideas os to whether or
not finoncial reporting lag con be togged os “avoidoble” or “inevitoble”. Aside this
introductory part, the remaining port of the paper is divided into five (5) more sections.
Section two looks ot the regulotory issues and how it relates to finoncial reporting lag, the
third section dissects the issues relating to the external cuditors' in respect to finoncial
reporting log. In section four, the paper looks of the issues surrounding firms' disclosure
of “good news” or “bad news” in relation to financiol reporting log. The fifth section
presents a critique of the conceptualisation ond meosurement of finonciol reporting log.
The poper finally took its position ond concludes in the sixth section.

Regulatory Issues

Regulatory bodies con be described os constituted public ogencies thot are mandoted to
supervise, guide ond exercise autonomous control over the activities of various industry
sectors (be they finonciol or non—financiol) in the interests of all stokeholders. The
essence of regulation in the context of financial information disclosure is to promote
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timely accessibility of the onnuol financial statements of componies by the public. When
ond if the finoncial information is not made avoiloble on time, its volue to the intended
users (especially potential investors ond creditors) would have been grossly plummeted
(Okoka & Akoni, 2017). Toking cognisance of the importonce of timely release of
finoncial information, regulatory bodies of different nations usually stipulate moximum
time limits by which componies are expected to issue-out oudited financiol reports to the
stokeholders. In Nigeria for instonce, there are multiplicity of regulatory agencies such
as the Finoncial Reporting Council of Nigeriao (FRCN), Securities ond Exchonge
Commission (SEC), Corporate Affoirs Commission (CAC), Nigerion Stock Exchonge
(NSE), Central Bonk of Nigeria (CBN) via Bonks ond Other Finonciol Institutions Act
(BOFIA) 2003, Componies ond Allied Motters Act (CAMA) 2004, among others. Both
finonciol ond non-finonciol componies have differing regulations ond requirements os
regards the timeliness of finoncial reporting in Nigerio(see Table 1).

However, while the finoncial information needs of stokeholders ond their demond for its
prompt availability remain some in virtually oll climes, the allowaoble disclosure time
limit lorgely depends on the country in question. Investors in developed countries appeor
more advontoged due to the availability of other non-finoncial statement sources such os
media releases, news conferences ond finonciol onolysts' forecosts which usuolly gives
investors a glimpse of what to expect. Emerging economies, on the other hand, are often
charocterised by ineffective regulations ond capital markets, as well os lock of olternative
non-finonciol stotement sources such os finoncial onalysts' forecosts (Korim, Ahmed &
Islom, 2006). Thus, the provision of timely finoncial informotion ossumes greoter
importonce porticulorly in emerging ond developing economies (Iyoha, 2012).

Other things being equal, componies are required to strictly comply with the stotutory
requirements set by the relevont regulotory ocuthorities with regords to timeliness of
onnuol finonciol reporting; however, not every compony complies with the disclosure
regulations ond this hos being a couse of concern. Luypoert et al (2016) argue that
timeliness of finoncial reporting may not be achieved if penalties ond sonctions ore not
meted on defoulters, irrespective of the severity of such provision. To act as deterrents,
severol countries impose some sort of sonctions ond penolties on public listed componies
that violate the rules concerning the timing of finoncial information disclosures.
However, not all the sanctions are strictly implemented especially in most developing
countries os (Luypoert et al,2016).

Toble 1 below shows: 1) some countries' permissible time limits within which public
componies ore required to issue their oudited finonciol stotements, ii) the prescribed
sonctions/penalties for would-be defaulters; ond iii) the effectiveness of the sonctions
based on the corresponding referenced studies.
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Table1: Financial Reporting disclosure time limits of some countries with
corresponding defaulters’ penalties:

Country Allowable time limit after | Administrative Effectiveness of | Source(s)
company’s year-end (for | sanction(s)/Penalties | Sanction(s)
yearly reports).

Molaysio Four (4) months (120 days). | A reprimond or o fine | Effective Ahmod, Yunos &
Recently proposed its | of up to RM 1 million Yunos (2018);
reduction to two (2) months | ($4,000) or both. Hoshim & Rohmon
(i.e. 60 doys) (2011)

United Initially 90 doys (3 months), | Loss of SEC | Highly Effective | Amy (2015); Hoshim

States chonged to 75 in 2003, then | registrotion, exchonge & Rohmon (2011);
to 60 days (2 months) os | delisting, ond other Sherrill &  Yerkes
from 2007. legol consequences. (2018)

Bonglodeshi | 120 doys (4 months) os from | Defoulters ore  fined Korim, Ahmed &
year 2000. Tk 5,000 NZS110) Islom (2006)

Nigeria SEC ond CAC =90days; | Lote submission | Effective (but not [ Adeboyo & Adebiyi
CAMA 2004 = 120 days & | ottroct o fine of N100, | strictly enforced) | (2016); Iyoha (2012)
180 doys; BOFIA,2003 =| 000($300) per week
120days (for | from due dote to the
banks);Insuronce Act,2003 =| dote  of  eventuol
180 days (for Insurance | submission.
companies)

Belgium Seven (7) months (210 doys) | Ronges from 400 EUR | Highly effective | Luypoert, Coneghem

up to 1,200 EUR ofter eight (8)| & Uytbergen (2016)
months of deloy

Jordon Within three (3) months of | Not less than 100,000 | Highly effective | AL-Tohot (2015)
the end of the fiscal year. Dinars os penalty.

Turkey Within 10 weeks of yeor end Vuron ond Adiloglu
(where there is no obligotion | *Ns *Ns (2013)
to prepare  consolidated
finonciol stotements) ond 14
weeks (where there is)

Source: Researcher’s compilation (2018)

*Ns: not stoted in our source

As observed from Toble 1, the least ollowoble time limit for finoncial stotement
presentotion among the countries in the log is two (2) months. Another observable issue
is that countries like United States ond Molaysia streamlined their previously allowoble
reporting time limit in order to reflect the current two (2) months filing deadlines. This
action supports the position of Azubike ond Aggreh (2014) which observed thot the time
lag prescribed by most regulatory bodies are usuolly too long, thereby encouroging
componies to engoge in the act of delaying their finonciol statements. However, if the
argument of Ettredge, Li ond Sun (2006) ond Fodio et ol (2015) thot the adoption of new
regulations (such as the Sorbones-Oxley Act ond IFRS) hos further extended the
inevitobility of reporting delays due to greater cudit works required — con be considered o
valid argument, then there is tendency that enforcing on occelerated finoncial reporting
filing deadline may raise onother concern about the quality ond accurocy of the reports
since ouditors will have less time to audit financiol stotements.
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Some group of researchers (such as Abernathy, Bornes, Stefoniok & Weisbarth, 2017;
Blonkley, Hurtt & MoacGregor, 2014; BryontKutcher, Peng & Weber, 2013) have
already roised such concerns cloiming thot hostening the finonciol reporting preporation
process may impair the precision of such report due to the shortened deadline. Asides
that, it moay olso harbour some severe costs implications on the firm os oudit fees moy
increose due to short period required to whine-up the entire onditing process, os firms
may also require additional stoff or on upgraded accounting system in order to produce
reports in the shortest possible time. In the same vein, the different internol ond externol
bodies that are required to review and scrutinize the reports prior to filling with relevont
outhorities (such as the audit committee, boord of directors, external ouditors, etc) would
have less time to perfect the review; this may either increase the chonces of errors or
reduce the extent of disclosure. Whatever be the case, the monogers of componies (to o
lorge extent) have the opportunity (uses discretion) to decide the timing of their earnings
releases irrespective of the date of completion of the oudit (Lee & Son, 2009). There are
also some legol provisions for time extensions of reporting deodlines in different
countries which most componies usuolly exploit when delay becomes inevitable, either
for compony’s strategic intents or when it is regulatory-imposed. For example, two
prominent listed Nigerion componies (Oondo Plc ond First Bonk Holdings) recently
made opublication (os reported in The Notion, March, 6th 2018) indicating their resolve
to delay their 2017 finoncial reports owing to regulotory impediments (Saloko, 2018).
Thus, the ossumption that regulatory issues are poromount when discussing finonciol
reporting log connot be debated.

From the foregoing, it looks proboble thot one of the ways by which the accelerated
reporting con be feosible is by commencing the audit exercise even before the finoncial
yeor-end opprooches, especiolly if the compony prepares periodic reports within the
course of the business year (e.g monthly, quarterly or holf-year reports). However, such
possibility con be neutralized when ond if the parent compony hos numerous subsidiories
in diverse sectors, which may require thot each subsidiory satisfies certoin regulatory
requirements before the group con collate ond present aconsolidated report.

External Auditors’- Related Issues

As statutorily required by the regulatory bodies of different countries, the finoncial
stotement of o compony must be independently verified by a certified externol omditor
before it can be releosed to the public (Abernathy et al, 2018). This is done through the
issuonce of on oudit report which is expected to lend credence to the financiol figures
cloimed by the monogement. There are several oudit firms in Nigerio. However, four (4)
omong them (i.e. KPMG Professional Services, Akintola Willioms Deloitte, Price Water
house Coopers and Ernst & Young) are clossified as the Big four (Big4) oudit firms. At
the end of ony financiol year, componies are required to either engage the services of a
particulor oudit firm of their choice or retain the services of the existing one via the
recommendations of the oudit committee ond approval of the board. In order for the
auditor to give on opinion that represents the true picture of the compony’s operation,
they require time to perfect the oudit processes ond that contributes to how timely o
compony presents its reports.

In that regords, most previous studies (e.g. Abernathy, Barnes, Stefoniok & Weisbarth,
2017) hove shown evidence that audit delay is amajor determinont of financiol reporting
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log. Thus, issues relating to external omditors connot be overlooked when finonciol
reporting log is being discussed. This is because, whether or not the compony timely
presents its onnual finonciol report to stokeholders is lorgely dependent on the
completion of the ouditing process by the external omditor. Several issues emonate from
the above submissions; this poper focuses on the issue pertoining to the “busy season
effect”.

Most previous reseorchers, such as Hoshim ond Rohmon (2011), claim thot oudit deloy
will most likely be greater during the busy seoson. Proctically, this oppeors most
proboble especially in countries where componies adopt same finonciol yeor-end. For
example, the most common yeor-end for all componies listed on the Nigerion Stock
Exchange is 31st December (peok season), thus there is possibility that most cudit firms
will be busily engoged during such periods. Therefore, the tendency thot the oudit
process might toke longer time becomes highly imminent especially for componies with
contentious tox issues ond those oudited by oudit firms with less experienced oudit stoffs.
Also, findings in most previous studies (e.g. [laboya & Iyofekhe, 2014) have shown that
over seventy percent (70%) of Nigerion listed componies engoge the services of the Big4
oudit firms. This is on indication thot the oudit firms may experience heightened
workload, job soturation, scheduling problems ond shortoge of work force in ‘busy
seasons’ —especioally if the cuditee hos multiple complexities (Lopez & Peters, 2011).

However, there are also other contesting views to the busy season effect. For example
Lopez ond Peters (2011) argues that more local audit resources are usually avoiloble
during the busy seoson which tends to neutralize the effect of the increased worklood.
Thus, bigger audit firms con hondle such peok periods by increased overtime or more
oudit stoffs, ond consequently, a smoller oudit report log becomes feasible. In both
divides, the argument of Hashim ond Rehmon (2011) appeors to be the Nigerion situation
—where, for example, oll the listed deposit money bonks in the aftermath of the adoption
of IFRS in 2012 (till dote) have engaged the services of the Big4 oudit firms, ond majority
could still not meet the submission deadline. Evidence from most previous studies (e.g
Adeboayo & Adebiyi, 2016; Akhor & Oseghale, 2017; Efobi & Okougbo, 2014; Fodio,
Oba, Olukoju, & Zik-rullohi, 2015; Iyoha, 2012) showed that the financiol sector in
Nigeria (between 2010 to 2015) have the following averoge reporting log: 94 days, 94
days, 124 days, 96 days ond 161 days respectively. Even though those thot reported
within aweek ofter the deadline may not be adjudged to hove deloyed much —considering
that there ore provisions for short extensions after the elapse of the disclosure date
especially due to unavoidoble logistical issues such as Annuol Generol Meeting (AGM)
scheduling.

Issues regarding early or late disclosure of either “good news” or “bad news”

The issues of concern here entail the level of company performance (whether ‘good’ or
‘bad’ news) as well as the uncertainty of morket reactions to early or late disclosure of
such information. The monogement (os agents) has the mondate of running the day-to—
day offoirs of the compony on behalf of the owners, while the owners (os principols) ore
more concerned obout profit moximization. However, a firm will either moke a profit
(good news) or a loss (bad news) ot ony given finonciol yeor, ond monagement ore
required to report how well they have fored to the shareholders os port of their
stewordship function. The monagements’ sincerity ond incentives to produce cnnuol
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reports on time plays a key role in this regards. And since investors ond creditors (both
potential ond existing) are more likely to be attracted to highly profitable firms thon the
underperforming ones, firms bearing ‘good news’ are considered more positioned to
promptly disclose their earnings to stokeholders in onticipation of the underlying
signoling effect. On the other hond, companies that made losses (bearing bad news) moy
be more reluctont to quickly moke disclose their earnings due to the perceived
implicational discomfort on stakeholders (Askori & Moradpour, 2016). For example,
Korim et al (2006) reported thot Bongladesh componies ore hesitont in scheduling the
Annual General Meetings (AGM) of shareholders in yeors they performed poorly ond/or
in yeors where there ore low or no prospects of dividend omnouncement. These
assumptions begot the ‘good news eorly, bad news lote’ hypothesis os used in most
previous studies (see Kieruj, 2013).

From the foregoing, it looks clear that theoretically, timely finoncial reporting disclosure
is concomitont with profitoble (good news) firms, while the reverse becomes the cose
when the performonce indices appeor unfovoroble. The bosic assumption here, based on
the submissions of Doo ond Phom (2014), is that investors perceive firms releosing
finoncial reports later thon expected to be o signal of poor performance ond os such,
receive negotive obnormol returns. Further, compaonies with ‘bod news’ are usually more
coutious ond uncertoin of markets reoctions; hence tend to delay the ouditing process
especially when the loss could lead to a defoult situation. Thus, the timing of eornings
releases is of high significance since markets’ reactions ore creoted by the
onnouncements of finoncial releoses. In proctice however, these positions con only
continue to hold when the accounting numbers ore not tailored becouse monogers ond
executives routinely encounter strong incentives to strotegically olter the finoncial
figures using permissible accounting techniques in order to achieve o pre-defined goal
(Shermon & Young, 2016). In 2014 for example, on online internet giont, Twitter,
reported o profit per share of $0.34 using one accounting measure, but a loss of $0.96
using another technique. This goes to show that it may even be more calomitous to moke
long-term business decisions relying solely on the firms’ quick decloration of profitoble
accounting numbers, thon to receive a late and more relioble finonciol report. This
sounds orguoble though!

In essence, not all finoncial reporting delays con be a.signal of poor performonce or bod
news. This is becomse, some monogement of highly profitoble componies moy
strategicolly choose to save for the roiny days, ond thereby con toke some time to
smoothen the accounting numbers which may end up delaying the entire ouditing
process. Lehtinen (2013) orgue thot the monogers might monipulate the timing of
earnings releoses since they know that influencing the less informed stokeholders con
probobly be beneficial to the compony. If that should be the case, then the delay in the
timing of finoncial reports may no longer be adjudged to be os a result of poor
performance or bod news onnouncement, rother as o strotegic intent. Whatever be the
case, the finoncial statement ought to unveil the underlying economic truth of abusiness
—in order for it to fulfill its intended sociol ond economic functions. In on event thot they
deviate from the true position of the compony, the scorce resources will continue to be
misollocated ond weolth will be misploce or wrongly invested.

Issues in Financial Reporting Lag 51



Journal of Taxation and Economic Development ISSN 1118-6017 Vol. 18, (1), March 2019

Issues with the conceptualisation and measurement of financial reporting lag

In literoture, finoncial reporting log is generally defined as “os the number of doys
between o firm’s fiscal yeor-end ond the earnings ecnnouncement dote” (Abernathy et al,
2018, p.5) or as Hoong et al (2018, p.295) put it “the number of days from the dote of the
statement of financial position in accordance with the low to the date of publication of the
oudited finonciol reports”. Several other researchers hoave equally given similor
definitions. For example, Al-Dooud et a/ (2014, p.191) described reporting log os “the
period between the end of the finoncial reporting period ond the date the finonciol reports
are issued, or the date of the submission of the reports to the regulatory bodies” while
Arif, Marshall, Schroeder ond Yohn (2016) referred to it as the interval of doys between
the compony’s fiscal yeor-end ond the release date of onnual finonciol stoatement. In oll
these definitions, the observoble conjoining ideology is that the finoncial reporting log
storts to count beginning from the lost day of the finonciol yeoar-end to whenever the
compony holds its Annual General Meeting (AGM) — because the AGM marks the day
the report is officiolly released/presented to the shareholders and the public ot lorge.

On the other hond, there are equally other concepts (such os oudit report log ond
timeliness of finoncial reporting) that are closely intertwined with financiol reporting
log, ond which ore oftentimes conceptualised interchomgeaobly in literature. For exomple,
while oudit report log hos been defined as the duration of completing the audit of onnual
finoncial statements, meosured os the number of days between o firm’s fiscol yeor-end
ond the oudit report dote (Ghofron & Yosmin, 2018; Lestori & Nuryotno, 2018);
‘timeliness’ on the other hond represents the allowoble number of doys between the end
ofthe accounting yeor ond the day that listed componies must publish finoncial reports in
accordonce with the low (Hoong ef al, 2018). Even os the above two definitions appears
to copture thot which they represent, that of the former has received some criticisms in
recent studies. For example, Imeny (2017) argues thot the use of the number of calendor
days from fiscal year end to the ouditor reports dote, os meosure of audit report log, is out
of order becouse the oudit process usually commence even before fiscol yeor-end by
oudit plonning ond it continues ofter the issuonce of oudit report. Quite arguable os
Imeny’s orgument may oppeor, this poper focuses on the conceptuolisation ond
measurement of the more encompossing ‘finoncial (total) reporting lag’ which this
researcher argues is wrongly conceptualised or con be viewed differently.

To buttress our view on the conceptualization ond meosurement of ‘finonciol reporting
log’, alook at the Merriom-Webster Dictionary interprets the definition of “Log” as the
“fodlure to keep—up with aspecified pace (time)’. Thus, considering thot each individuol
nation or regulotory body have distinctive allowoble time limits (usuolly in doys, weeks
or months) by which alisted compony is expected to present its oudited onnual reports,
the “log” therein ought to commence after the legally “specified” allowoble time hos
elapsed. In other words, the counting ond measurement of finoncial reporting log should
commence ofter the compony hos exhousted the legally specified deodline (see
mothemotical example below).

FRL=DOP-ARS
Where:
FRL=Finoncial reporting log
DOP=Date of publication of the omdited financiol reports
ARS = Allowoble regulatory specified time (i.e. Finonciol yeor-end date to allowoble
deadline date)
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The reasoning behind this argument is thot if we choose to measure finonciol reporting
lag by counting from the lost day of the finoncial yeor-end to the doy o.compony issues its
oudited reports, it implies that we expect the compony to have completed both the
drofting ond ouditing of the finoncial reports os ot the last day of the accounting yeor-end
—which in proctice will be on uphill task. Thus, o compony may not be adjudged to have
delayed in presenting its audited reports if it is issued within the allowoble time-frame
(timeliness) specified by the regulatory body. In that situation, there con no longer be a
‘lag’. Vuron ond Adiloglu (2013, p.61) gave a definition of finoncial reporting log thot
closely captures the tenets of our obove mathematical expression. They described it “os
the number of days between publication date of finoncial statements ond the lost dote for
publication of finoncial stotements which is determined by the regulatory body”. For the
purpose of this poper therefore, financial reporting log con be defined as the number of
days (either in surplus or in deficit) it tokes oo compony to presents its financiol report
before or after the legally ‘specified” allowoble time limit under o porticulor regulotion.
In order words, it con be seen os the difference in the period (usually in days) from the
deadline dote allowed by the low to the dote of publication of the oudited finonciol
stotements.

Flowing from the dimension of the above definition, there may be o solvoble problem
with measurement. For instonce, if peradventure o compony publishes its finoncial
reports eorlier thon (before) the legolly required time, what will be the implicotion in
terms of the quontitotive measurementé This question arises because, based on the
existing measurement thot this poper critiques, there must be a surplus (in days or
months) from the finonciol yeor-end by which ony compony con be oble to complete the
finoncial reporting process and file with the relevont bodies. Thus, the colculation of the
log in thot regords must be in surplus — i.e. ofter a particulor accounting yeor has ended.
However, considering the concept behind this our proposed definition, the quontitative
measures must go either in the direction of asurplus or in deficit. The former (surplus i.e.
positive sign) will represent asituation when o compony presents its reports even before
the required deadline date, while the lotter (deficit i.e. negative sign) represents those
that exceeded the allowable dote.

In procticalising the above scenario, toke for instonce o country like Nigeria where the
accounting yeor-end of listed countries is 3 1st December, ond BOFIA requires that listed
Deposit Money Bonks (DMBs) issue their yearly oudited financiol report within 90 doys
(3 months) ofter the end of the accounting period of aparticulor yeor (for example 2017).
The implication is that by March 31st 2018, oll the listed DMBs are expected to have
issued their oudited finoncial reports. Going by our conceptualization, if o porticulor
DMB issue its oudited yeoarly financiol report on Morch 15th 2018, it is assumed thot the
“log” has not commenced becouse the allowoble time-imit hos not elopsed. Hence, we
con ossume thot the bonk issued her reports ot a surplus of 15days (meoning the
quontitative doto measure will bear o positive value of 15). On the other hond, let’s
assume onother DMB issued theirs on April 21st 2018, then it has exceeded the
permissible time limit, therefore the ‘lag’ hos set in. In this situotion, going by our
definition, we con assume that the bonk hos issued her report ot o deficit of 21 days
(meoning the calculotion of the quontitative dato meosure will bear anegative value of —
21), ond so on using same metrics in other yeors.
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There is olso onother ongle to the conceptualization ond meosurement of finonciol
reporting lag, as observed from Vuron ond Adiloglu (2013), where numeric volues ore

Categories
Cotegory 1
Cotegory 2
Coategory 3
Cotegory 4

Cotegory 5
Cotegory 6

Timeliness of issuing audited
reports

0— 3 doys earlier

Two weeks eorlier than the
deodline

< One month before the
stipuloted time limit

Less thon o week ofter the
deadline

>One month ofter the deadline
Up to or more thon three months
ofter the deadline

Classification(s)

Just-in-time reporting group
Eorly reporting group

Eorliest reporting group

Conditionollydate reporting
group

Lote reporting group
Arbitrary late reporters

Suggested

Coding based on

severity
1
2

Lag
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