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ABSTRACT
The purpose of this study is to examine the effect of the internal auditor and audit
committee on Audit Report Lag (ARL) and the moderating effect of firm size on the
relationship between the internal auditor and the audit committee on ARL. This study uses
mining sector companies listed on the Indonesia Stock Exchange (IDX) from 2016 to 2018,
which results in 99 case observations. The results show that the internal auditor and audit
committee have a negative effect on ARL. The result also shows that firm size has a
moderating effect on the influence of the internal auditor and audit committee on ARL.
Keywords: Internal auditor; audit committee; firm size; audit report lag (ARL).
Audit Report Lag (ARL) is one of the determinants of financial reporting timeliness [2], [10],
which is frequently measured in the number of
days from the end of the fiscal year to the date the
auditor’s report was issued. The length and shortness of ARL can affect investors’ reactions to earnings release [23] and indicate the quality of
information [38]. This study aims to determine the
factors that affect ARL related to the company
issuing financial statements to be examined by
external auditors. Previous literatures relate ARL
to company-specific features such as firm size [4],
[8], [18], [22], [25], performance and financial condition [9], [35], complexity and industry [13], [39],
internal control over financial reporting [20], [24],
[26], [28], and governance [3], [17], [27], [34], [36].
The findings of these studies are mixed. It suggests
that the differences in the company, period, variables, and methods used in the study have caused
the results. Moreover, as timeliness highlighted by
various stakeholders and financial markets has
become worldwide, the recognition of ARL factors
is exceedingly vital and becomes even more
essential [2]. Thus, topics on ARL are still
developing and worthy to be investigated.
This study explains ARL based on agency and
contingency perspectives. From the perspective of
agency theory, ARL is closely related to the leadtime of the financial reports in which the reports
become less informative for users if they are not
timely released thus in turn leading to information
asymmetry. To shorten the ARL, a firm establishes
an internal auditor to evaluate the adequacy of its
internal control. This responsibility in turn helps to
ease the work of the external auditor. While
studies [5], [15], [24] found that the objectivity

INTRODUCTION
Policymakers have emphasized the importance of financial reporting timeliness. In the US,
the FASB and IASB have recognized timeliness as
a qualitative characteristic of financial reporting
and as an enhancing qualitative characteristic of
relevant financial information, respectively. Likewise in the EU, to protect investors and form
market efficiency, a Transparency for Listed
Companies Directive was issued, with disclosing
accurate, comprehensive, and timely information
as its underlined aspects [2]. Moreover, the
phenomenon of transfiguration in advanced
technology and business practices has increased
the vital role of accounting information’s
timeliness. Furthermore, as the lead time, the
release of accounting information can affect the
level of uncertainty in decision making and will
have an impact on market behavior around the
time of announcement [11].
The OJK Regulation Number 29/POJK.04/
2016 about the Annual Report of Issuers or Public
Companies, Article No. 7, states that “Issuers or
Public Companies are required to submit Annual
Reports to the Financial Services Authority no
longer than the end of the fourth month after the
fiscal year ends”. However, the existence of these
regulations does not cause companies in Indonesia
to comply with them. It is generally for the mining
industry, which is implied due to the existence of
ARL [30], [31]. Therefore, this study uses mining
sector companies from 2016 to 2018 as research
objects [29].
15
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and competence of the internal auditor affect ARL,
the study [39] found the opposite result. The
existence of the audit committee in public
companies also has an important role in realizing
Good Corporate Governance (GCG), which can
reduce the company so that external auditors can
narrow the scope of their audits and the ARL will
be shorter. Research by [31], [36] stated that the
audit committee had a negative effect on ARL. On
the other hand, research [3], [17], [34] found that
the audit committee is associated with ARL.
Accordingly, the inconsistencies in the results of
these studies need to be re-examined.
Contingency theory assumes that the application of the firm’s control system needs a specific
situation, and its structure is determined by the
organizational structure of the firm [12]. It means
that different company-specific features, such as
age, company size, environment, technology, and
authority can affect the system’s effectiveness.
Such an internal situation can modify the link
between the internal auditor, audit committee, and
ARL. The current study uses firm size as a
moderating variable, accordingly [7], [22]. [28]
found that company size has a negative effect on
ARL. [30], [31] also found that contingency
variables (firm size and age) have a moderating
effect on the effect of the audit committee on ARL.
Likewise, [32] found that company size solely
controls the effect of the internal auditor on audit
delay.
Motivated by that, this paper intends to study
the association between ARL and internal auditors
and audit committees through moderating firm
size. A study on ARL is significantly needed
because it affects the timeliness of accounting
information, which is the key to investor confidence
in the capital market [2], [11]. Policymakers might
also need to cognize the factors of ARL given the
increasingly global changes in the business
environment [39]. This study will contribute to the
regulators in various countries, including
Indonesia, which proposes standards that can
influence the audit process. Recognizing the effect
of new regulations on local and global markets by
knowing the possible causes of the audit delay
likely will apprehend audit efficiency [13].
In the next section, we will talk about literature review and hypothesis development, followed
by methodology and empirical findings as well as
discussions. Finally, the conclusions will be
presented at the end.
Hypothesis Development
The Impact of Internal Auditor on ARL
The OJK Regulation states that an internal
auditor is obliged to provide an independent and
objective opinion to increase the company’s value

and operational activities so that the company's
activities are working effectively. This role of the
internal auditor will help the work of external
auditors in conducting their assignment, as a part
of their role is to provide independent assurance
that the financial statements have been properly
prepared based on the regulations and standards.
As a result, the ARL will be shorter.
In addition, the agency theory, which explains
the correlation between the agent and principal,
reveals that management as an agent has more
information than shareholders as a principal.
Because such a situation can lead to information
asymmetry, the external auditor will take longer to
carry out the audit process, which means that
there is an increase in ARL. [19] states that there
are two ways to reduce the actions of agents that
are not following the interests of the principal. One
of which is by supervising agents by managing an
audit function and other good corporate governance
mechanisms that can align the agent’s interests
with those of the principal. Previous studies have
also found evidence of the influence of the internal
auditor on ARL. Research conducted by [15] found
that the fairness and skill of the internal auditor
affect audit delays. [32] found that the internal
auditor affects audit delay. [1], [30], [31] found that
the internal auditor has a negative effect on audit
lag. Likewise, [20] found the interactions between
the internal auditor members and their experience
and the timeliness. [34], [38] also found that the
internal auditor had a positive and insignificant
effect on audit delay. As the timeliness of the company’s financial statements and the independent
auditor are closely related to each other, the
researcher assumes that the internal auditor
influences ARL.
H1: Internal Auditor influences ARL.
The Impact of Audit Committee on ARL
The existence of an audit committee in a
company is expected to shorten ARL. The audit
committee members comprise commissioners and
independent external parties with relevant experience, expertise, and quality. The role of the audit
committee is to maintain the credibility of reporting process in the company. If this audit committee’s function is effectively and efficiently performed, then the agency conflicts that commonly arise
between the agent and the principal will be minimized, which in turn can shorten ARL.
The effect of the audit committee on ARL has
been proven in several studies. [32] found that the
audit committee had a negative effect on ARL. [27]
also found that the size of the audit committee
affects the timeliness of the audit report. Likewise,
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[16], [34] found that the presence of the Audit
Committee in a company influences ARL.
H2: Audit Committee influences ARL.
Firm Size to Moderate a Link between
Internal Auditor and ARL
The internal auditor is a firm’s contingency
variable that acts as the internal control function
in the firm. The presence of the internal auditor
will influence ARL. In other words, ARL is
determined by the contingency variables that exist
in a company. Moreover, the control system design
is generally determined by the contingency
variable within a company. Firm size is an
example of a contingency variable that determines
the impact of the internal auditor on ARL. Company size determines the operational complexity,
variation, and intensity of company dealings.
Therefore, the larger the size of the company, the
more difficult the internal auditor’s task, especially
those related to the process of evaluating
operational activities and of detecting irregularities
within the company. Afterward, it is predicted that
firm size affects the role of internal auditors in
shortening the ARL. For instance, firms with
larger size and greater audit density have a more
complex control system, thus increasing the
difficulty of the internal auditor’s task. Previous
research by [32], which examined the moderating
effect of company magnitude and audit density on
the effect of the internal auditor on audit delay,
found that firm size moderates the impact of the
internal auditor on audit delay.
H3: Firm size moderates the impact of the Internal
Auditor on ARL.
Firm Size to Moderate a Link between Audit
Committee and ARL
A well-performing audit committee in a firm
can make the financial statements of the firm is
proper and free from misstatements. Such conditions will assist in the audit process of financial
statements so that the ARL will be shorter. This is
because the role of the audit committee is related to
the firm’s control system in which is influenced by
contingency factors. Large companies tend to have
better internal control so that they can help ease
the duties of the audit committee in completing
audits of financial statements. Thus, the company’s
financial statements can be completed on time and
free from material misstatement, thereby reducing
the duties of the external auditor in the audit. In
the end, it can shorten ARL. Previous research by
[31] supports this view that company size as a
moderating variable influences the effect of the
Audit Committee on ARL.
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H4: Firm size moderates the influence of the Audit
Committee on ARL.

RESEARCH METHOD
This causal relationship study relates internal
auditor and audit committee as exogenous
variables and ARL as an endogenous variable
using data from mining companies listed on the
Indonesia Stock Exchange for the period 20162018. Data are collected through the official
website of the Indonesia Stock Exchange
(www.idx.co.id).
Mining companies are chosen as samples
because they often received a warning letter from
the IDX for late submitting their financial reports.
Table 1 provides the criteria used to determine the
sample in the study:
Table 1. Research Sample

Source: Processed Data (2019)

Operational Definition and Variable Measurement
This current study employs three variables
namely exogenous (internal auditors and audit
committee), endogenous (ARL), and moderation
(firm size). Internal auditor measures are the
number of internal auditor members (IA1), the
level of education (IA2), and the experience (IA3) of
the internal auditor unit [31]. While IA1 is defined
by the number of the firm’s internal auditor
members, IA2 is defined by an ordinal scale (1 for
diploma degrees, 2 for bachelor degrees, 3 for
master degrees, and 4 for doctoral degrees).
Furthermore, IA3 is measured by the years of the
internal auditor chief’s experience from his/her first
appointment as chairman of the internal auditor to
the period of this current research is conducted.
The audit committee is measured using four
indicators, namely the number of the audit
committee members (KA1), financial expertise
(KA2), the number of meetings (KA3), and gender
proportion (KA4). KA1 is the number of audit
committee members, KA2 is the percentage of the
audit committee members who have a financial or
accounting field background, KA3 is the number of
meetings held by the audit committee for one year,
and KA4 is the percentage of female members in
the audit committee.

18 JURNAL AKUNTANSI DAN KEUANGAN, VOL. 23, NO. 1, MAY 2021: 15-23

ARL is defined as a time difference calculated
from the end of the firm’s fiscal year to the date of
the audit report [10], [16]. It is measured by calculating the difference in days between December 31
and the date the independent auditor’s report is
issued [30]. Furthermore, the firm size variable
(UP) is the natural logarithm of total assets. Total
assets have been widely used to measure company
size in previous ARL studies [32].
Data analysis was performed using the
variance-based Structural Equation Model (SEM)
or known as Partial Least Square (PLS). This
multivariate analysis method that is indicated by
latent variables and indicators [6] is proper to use
in this study as it uses a relatively small sample
[14], [33]. This model uses two-stage analysis and
interpretation, namely the outer model which
presents the relationship between constructs and
indicators with the reliability and validity of the
measurement, and the inner models that represent
the construct and display the path relationship
between constructs [21], [37].

RESULTS AND DISCUSSION
Descriptive statistics on research variables
provide information about the value of mean, maximum, minimum, and mode. During the
observation period, all the research sample
companies fulfilled the indicators for the formation
of internal auditors and audit committees. Both the
internal audit and the audit committee have
members who are knowledgeable and experienced
in technical auditing and other disciplines relevant
to their respective fields of work. The number of
non-zero minimum values on the two indicators
indicates the evidence. Furthermore, firm size
measured by the average natural logarithm of total
assets indicates an increase in the size of the
company during the observation period, from
29,03% in 2016 to 29,19% in 2018. Meanwhile, the
ARL variable, which is measured by calculating
the difference in days between the reporting date
and the issuance date of the independent auditor's
report, shows a period between 31 and 354 days
from 2016 to 2018. Besides, the average mining
company in 2016 experienced an ARL of 88 days,
97 and 85, respectively in 2017 and 2018. This
indicates a delay in financial reporting.

outer model by looking at convergent validity,
discriminant validity, and reliability [14], [37].
Convergent validity can be seen from the
factor loading value. Table 2 presents the results of
the convergent validity test that shows that all the
indicators used to measure the variables have a
factor loading value>0.50, meaning that the
variable meets the convergent validity.
Table 2. Factor Loading Value

Source: Processed Data (2019)

The results of the discriminant validity are
presented in Table 3. It can be seen that the
average variance extracted (AVE) root value of
each latent variable on the diagonal matrix is
greater than its correlation constituting that each
latent variable has a different measure. The value
of the internal auditor construct for the internal
auditor is 0.993, which means that it is greater
than the internal auditor’s value for other
constructs. Likewise, the construct of the audit
committee to the audit committee, firm size to firm
size, and ARL to ARL are 0.876, 0.987, and 0.928,
respectively, that can be concluded that all
indicators used to measure individual latent
variables in this study has met the assumptions of
discriminant validity.
Table 3. AVE Root and Correlation Coefficient

Source: Processed Data (2019)

Furthermore, the reliability test for latent
construct was carried out by two methods, which
are, Composite Reliability (CR) and Cronbach’s
Alpha (CA). A construct is reliable if the value of
CA is>0.7 and of CA is>0.6. Table 4 clarifies the
test results of the two methods.

Measurement model (Outer Model)

Table 4. Composite Reliability and Cronbach’s Alpha
Coefficients

The outer model/measurement, which is
frequently referred to, as the measurement model
is a test conducted to determine the specification of
the relationship between latent constructs and
their indicators. This outer model is a fit test on the

Source: Processed Data (2019)
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It can be seen from Table 4 that all latent
variables have both CR and CA values that are
more than 0,9 suggesting that all of them are
reliable for testing or measuring variables.
Inner Model
Based on Figure 1, it can be seen that the Rsquare value is 0.172 (17,2%) denoting the
magnitude of the internal auditor and the audit
committee in explaining the effect on ARL.
Further, other factors beyond involved in this
current model explain approximately 82.8%.
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(H1) is accepted. Meanwhile, the coefficient
between the audit committee and ARL is -0.273
with a significance level of 0.042 showing that the
audit committee affects ARL so that the second
hypothesis (H2) is accepted.
The value of the correlation coefficient for
company size as a moderating variable on the
effect of internal auditors and ARL is 0.212 with a
significance level of 0.094. This result indicates
that firm size has a positive interaction with the
internal audit but is not significant in influencing
ARL. With this result, the third hypothesis (H3) is
rejected. Furthermore, the correlation coefficient
value of the moderating effect of firm size on the
influence of the audit committee and ARL is 0.061
with a significance level of 0.361. This shows that
firm size has a positive interaction with the audit
committee but is not significant in influencing
ARL. With this result, the fourth hypothesis (H4) is
rejected.
Table 5. Hypothesis Test Result

Figure 1. Determination Coefficient
Source: Processed Data (2019)

The prediction relevance of Q-Square aims to
measure how well the observed value by the model
and also its estimation. Prediction relevance will be
considered fit if the value of Q-Square>0. If the
results of Q-Square<0, then the research model is
irrelevant. The Q-Square results in this study
amount to 0.325 indicating that the model in this
study is relevant.
Hypothesis Testing Results
There are four hypotheses to be tested in this
study. Hypotheses H1 and H2 test the direct effect
of the internal auditor and audit committee on
ARL. Moreover, hypotheses H3 and H4 test the
moderating effect of the company size on the effect
of the internal auditor and audit committee on
ARL.
This study uses a t-test with a significant
value (p-value) ≤ of 0.05 as the cut-off. The results
of hypothesis testing are proven in Figure 1 and
condensed in Table 5. Based on the hypothesis
testing, we can see that the coefficient between the
internal auditor and the ARL is -0.368 with a
significance level of 0.008. This shows that the
internal auditor has a negative and significant
effect on ARL. With this result, the first hypothesis

Source: Processed Data (2019)

The influence of the Internal Auditor on the
ARL
The results are the internal auditor has a
negative and significant effect on ARL (coefficient=0.368; p-value=0.008). It means that H1 is
accepted. The internal auditor has a negative effect
on ARL because the role of the internal auditor is
significant in reducing the opportunity to
manipulate financial reports by irresponsible
parties through the evaluation process and
internal control. The desire to manipulate financial
statements is caused by agency problems in the
agency relationship (management and principals)
as described in agency theory.
As stated by [19], agency problems that arise
as a result of agency relationships can be in the
form of information asymmetry and conflicts of
interest. Therefore, to reduce asymmetry of
information and conflicts of interest, the internal
auditor is responsible to provide neutral and
unbiased statements. Well organized evaluation
process and effectiveness of internal controls
accompanied by a good corporate governance
mechanism will maintain the firm’s operational
activities effectively which eventually leads to
minimize the risk of deviation or be free from
deviations. Such a positive environment in the
firm’s operational processes will further be
disclosed in the firm’s financial statements
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meaning that the firm is compliant with the
current accounting standard. This favorable information will assist and quicken the audit process
carried out by external auditors thus shortening
ARL. The results of this study are in line with
research conducted by [1], [16], [27], [30], [31].
The Effect of the Audit Committee on ARL
The results exposed that the audit committee
influences ARL (coefficient=-0.273; p-value= 0.042).
It means that H2 is accepted. From the agency
theory perspective, the negative effect of the
relationship between them can occur because of the
agency relationship between investors and
company managers, then the audit committee is
established to reduce that agency problems [19].
The audit committee is part of the firm’s good
governance that is vital and effective to assist the
board of commissioners to run in internal control,
monitor internal and external audit, and financial
information reporting. The role effectiveness will
create trusted financial reports, which in turn will
directly facilitate and speed up audits carried out
by independent auditors. It means that the
opportunity to find material misstatement by the
independent auditors is minuscule, so that reduced
the audit process. These findings are in line with
previous literature by [16], [27], [30], [31] who
found that the audit committee had a negative
effect on ARL.
The Effect of Firm Size Moderation on the
Relationship between Internal Auditor and
ARL
The results of this study indicate that the
correlation coefficient of the moderating effect of
firm size on the relationship between internal
auditors and ARL is 0.212 with a significance level
of 0.094. This shows that firm size has a positive
interaction with the internal auditor but not
significant in influencing ARL. With this result, the
third hypothesis (H3) is rejected. Firm size is
proven to have a positive moderating effect on the
influence of the internal auditor on ARL. It is
implied that the greater the size of the company,
the greater the influence of the Internal Auditor on
the ARL. As a larger company has a more complex
control system, thus it reduces the risk of material
misstatement in the financial statements.
Therefore, the work of the independent auditors
will be lightened a lot to shorten the ARL time.
The finding of the current study is in accordance with the contingency theory, which states
that the influence of the internal auditor on ARL is
determined by the contingency variables that exist
in a company. While the present study found that
company size as a contingency variable determines

the influence of the internal auditor on ARL, these
results contradict what the research by [22], [32]
that found otherwise. [32] states that the larger the
company size, the smaller the influence of internal
auditors on ARL. It is assumed that the complexity
and immense transactions carried out by large
companies will complicate the work of internal
auditors.
The Effect of Firm Size Moderation on the
Relationship between the Audit Committee
and the ARL
The coefficient of moderating variable for the
relationship between the Audit Committee and
ARL has a positive (coefficient=0.061) and insignificant (p-value=0.361) value, which indicates that
H4 is rejected. This finding is supported by a
previous study [30], [31], which states that when
firm size was used as a contingency variable for the
relationship between the audit committee and
ARL, and then it has a positive effect. It suggests
that the magnitude of the audit committee’s
influence on ARL is influenced by firm size.
The effectiveness of the audit committee’s role
in a firm can be seen from its ability to prevent the
preparation of financial reports that are material
misstatement. The absence of misstated financial
reporting will help the external auditor when
carrying out the audit process, which in turn will
have an impact on the shortness of the ARL. The
function of the audit committee also relates to the
internal control system that is influenced by
contingency factors, one of which is firm size. Large
companies tend to have better internal control so
that they can help ease the duties of the audit
committee when completing financial statement
audits. Thus, the company’s financial statements
can be completed on time and free from material
misstatement leading to make the work of an
external auditor is easier. These findings then
support the contingency theory [12] which states
that the form of a firm’s internal control is
determined by firm size. Likewise, the results of
hypothesis testing in this study also found a
positive moderating effect of firm size on the
relationship between the audit committee and
ARL. However, the p-value of 0.361 indicates that
this moderating effect is not significant.

CONCLUSION
The research has empirically examined the
effect of internal auditors and the audit committee
on ARL firm size as a moderating variable by using
data from the mining industry listed in the
Indonesian capital market over the period 2016-
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2018. The results show that the internal auditor
and audit committee have a negative and
significant effect on ARL. Meanwhile, company
size is proven to have a moderating effect on the
influence of the internal auditor on ARL but not
significant. Likewise, there is a relationship between the audit committee and ARL, where company size interacts positively in this relationship,
although it is not significant.
Overall, the findings of the study have implications for external audit professionals deploying
role and use of internal audit function and audit
committee as well as regulators who concern with
the timeliness of financial reporting. It should also
be of interest to firms to maintain the effectiveness
of internal auditor and audit committee, as it is
vital to help in shortening ARL. Moreover, as the
environmental characteristics of the mining
industry are different from other industries, to
obtain consistent results, it is necessary to conduct
studies using samples from different industries to
obtain robustness in results.
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