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Extended Abstract

Introduction

The agency theory identifies the core issue as the conflict of interest between
managers and shareholders within companies. While shareholders aim to
maximize their wealth and long-term interests, managers may seek to manipulate
earnings and prioritize personal gains. The timeliness of audit report submission
is influenced by the distinct characteristics of firms and the audit methodologies
employed. Timely audit reports are essential for both management and
shareholders, as they facilitate accurate assessments of financial position,
performance and organizational flexibility.

In high-cost decision-making environments marked by uncertainty, investors
increasingly rely on informed forecasts derived from available financial data.
According to Iranian regulations, companies listed on the stock exchange are
required to submit their audited financial statements no later than ten days prior
to their general assembly meeting and within a maximum of four months
following the end of the fiscal year.

The provision of non-audit services by auditing firms may compromise auditor
independence and subject auditors to undue pressure, potentially increasing the
risk of financial statement manipulation. Therefore, audit firms must exercise
caution and thoroughly evaluate the implications and risks associated with
offering such services to their clients. Further empirical research is warranted to
explore the influence of non-audit services on audit quality and auditor
independence.
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This study seeks to elucidate the potential conflicts of interest arising from non-
audit services and to assess their impact on the timeliness of audit reports in the
context of Iranian capital markets.

Literature Review

The study conducted by Knechel and Sharma (2008) in the United States revealed
that the provision of non-audit services by audit firms is associated with a
reduction in audit report delay. However, this relationship evolves over time and
diminishes following the implementation of U.S. Securities and Exchange
Commission (SEC) regulations. The researchers analyzed a pre-regulation period
and identified two competing perspectives regarding auditor independence and
the knowledge transfer effects of non-audit services. Despite extensive scholarly
inquiry into auditor independence, the debate remains unresolved. One school of
thought contends that non-audit services impair auditor independence, whereas
another posits that such services enhance auditors’ knowledge, thereby improving
audit quality.

Recent literature has shifted from examining audit fee relationships to
investigating the link between non-audit services and audit report timeliness.
Knechel and Sharma (2008) observed a negative correlation between audit delays
and the provision of non-audit services, suggesting that enhanced auditor
knowledge contributes to more efficient audits. However, these findings were not
replicated in the post-regulation period, implying that restrictions on certain
services may, in fact, strengthen the audit process.

Other empirical studies present mixed findings, underscoring the context-specific
nature of the relationship between non-audit services and audit outcomes. For
instance, recent research in New Zealand emphasized the role of simultaneous
knowledge transfer in mitigating audit report delays. While critics argue that non-
audit services undermine auditor independence, proponents highlight their
advantages in reducing costs, increasing technical expertise and fostering market
competition.

This study contributes to the ongoing discourse by examining the correlation
between audit report delays and the provision of non-audit services. It aims to
identify key factors influencing audit timeliness and to offer practical insights for
improving audit quality and managerial decision-making.

Research Methodology

This study investigates the impact of non-audit services provided by audit firms
on the delay in audit reporting among companies listed on the Tehran Stock
Exchange during the period from 2014 to 2021. Employing a descriptive-
correlational research design, the study involved the collection and presentation
of financial indicators and firm performance data, followed by statistical analysis
to identify relationships and correlations. The research sample comprises 96
companies selected from the population of firms listed on the Tehran Stock
Exchange. To assess the relationship between non-audit services and audit
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reporting delay, structural equation modeling (SEM) was applied and the final
data analysis was performed using AMOS software.

Results

To assess the strength of the relationship, the standardized beta coefficient also
referred to as the path coefficient has been employed. For each year within the
study period, the closer the coefficient is to 0.500, the stronger the relationship
between non-audit services and audit report delay. In other words, a higher
coefficient value indicates a more substantial influence of non-audit services on
audit reporting timeliness in that particular year.

The results reveal that the estimated t-values exceed 1.96 and the p-values are
below 0.05, confirming the statistical significance of the relationship across all
eight years of the study. To facilitate year-by-year comparison and prioritization
of the impact intensity, a dedicated table has been constructed for this purpose.

Discussion and Conclusion

Research on non-audit services provided by auditing firms has been
predominantly conducted in the United States, where findings suggest that such
services may positively contribute to the actual quality of audits. Two primary
perspectives have emerged in the literature: one concerning auditor independence
and the other focused on knowledge transfer. Empirical evidence indicates that
the provision of non-audit services can enhance auditors’ domain-specific
knowledge and subsequently reduce audit reporting delays. As a result, the
involvement of auditors or affiliated entities in consulting services may contribute
to more timely audit report issuance. However, these outcomes underscore the
importance of considering contextual factors and regulatory constraints specific
to the operating environment.
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1. Comparative Fit Index (CFI)

2. Tucker-Lewis Index (TLI)

3. Standardized Root Mean Square Residual (SRMR)

4. Root Mean Square Error of Approximation (RMSEA)
5. Chi Minimum Discrepancy (CMIN/DF)
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Figure (2) Prioritizing the impact of non-auditing services on the delay of the auditor's report
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