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The Influence of Aggregate Audit
Adjustments on the Financial Reports Lag

Hunc-SHu FAN, CHing-Luneg CHEN,
SHu-Hua LEE, Yung-Mine HSIEH i

ABSTRACT

The timeliness of financial reports is recognized the accounting profession, the users of accountin
information, the regulatory and professional agescias an important characteristic of financial nepm
(Soltani, 2002) and universally debated by capitadrket participants. This paper adopts aggregatéita
adjustment, which is defined as the difference bedw client’'s pre-audited preliminary earnings (i.e.
self-reported preliminary earnings) and post-auditeporting earnings, to proxy the listed firm'sremgs
management intentions. This measure enables thesemt study to capture the interactions between
managers’ decisions on how to management earnimgs auditors’ decisions on how to prevent earnings
management by requiring adjustment of the clierftreancial statements. The other benefit of suchameae
allows us to avoid the difficulty or measuremena$iof using ex post audited accounting informatiorassess
the listed firms’ earnings management intention®lléwing Fan and Chen (2007), this study define® th
financial report lag based on supervisor report.day

The empirical results evidence that all aggregatéiadjustment measures are positively associatéat
the financial report lags. The Empirical finding$ these kinds provide support to the conjecture annfirm
the view that the interactions between managerscisiens on how to management earnings and auditors’
decisions on how to prevent earnings managementelguiring adjustment of the client’s financial statent
have played critical roles in determining the tinmelss of financial reports. These results remaibust to
the various specification tests.

Keywords: aggregate audit adjustments, financial reports lag, supervisor report day, earnings
management, pre-audited preliminary earnings
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