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Studying and Testing The relationship between
the Managerial Ability and Audit Report Lag- Evidence
from Non-financial Companies Listed in the Egyptian
Stock Exchange.

Abstract

This research study and test the relationship between the managerial ability
of executives and the audit report lag using the full historical annual financial
statements. A literature review is used for hypothesis development. Then, we
conducting an applied study to test the hypothesis using a sample of 40 listed
non-financial companies on the Egyptian Stock Exchange during the period
from 2013 to 2018, with a total number of 240 observations. The results
showed a significant negative impact of the managerial ability of the
executives on the audit report lag. The results also indicated that the audit
report lag is not related to both the size of the audit client's firm and the audit
firm. However, the audit report lag is found to be positively and significantly

related to the firm's financial leverage.

The results of the sensitivity analysis showed a significant negative impact
of the managerial ability of executives on the audit report lag using the full
historical annual financial statements. Further, this impact was not different
according to the scale of the audit report lag. The results of the additional
analysis also revealed that the audit report lag is positively and significantly
related to the outcome of the firm's business (loss), while it is not related to

the end date of the fiscal year.

Keywords: Managerial Ability- Audit Report Lag- Determinants of Audit
Report Lag- Firm Size- Audit Firm size.
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sl aaf daahall i jlaia) 5% en A A lal) oda dagad (e 51 528 (52
ool jggaall Talbing Lo gunge Ll 238 4y 2L oyll) dlaey Caulial) cudgill cilaasa
BIY) )38 (m pany Gele 430 LS cLgimalye a3 Al AL il yds 8l selis
(Abernathy et 4l oLl sda daalie ok Jaged g L) oyl dlae) e
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Aaabal o 5l 5 e Ay sl el s ) bl g ey
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Le Ao Gadall @y daaball 8 Hlaal i o (el 5% Joda (il 55a))
YooV Gw sl DA plae diaygs b Aaeal) daaliad) Gl (e saalie FFA e LiSa
Dadall deod By Joda (g dugine Anlag) A8 d5ag A Auball il ciliagiy LYV Ss
el L) 858l LalS e Aaalall 5o laal cadigig Al a5y (3l

Aaaball i laay il cadgll 5aby el ol WS ALl aiys (sl

el Al @iyl of ) Krishnan & Wang (2015) dahs cbaass ¢ @lad) iy
ooty A Y] chaalyall didee & JElalie dslss Allal) AlaY) bl (553 (e (pe
Anaball @ laal 5 Ao Sladl IS5

Gl il e die e coa Al ¢ Abernathy et al.(2018) dul)y cdagiad llag
g e cpdanill cppaall Aulayl sal 58l Gand A aY) A sl Aaced) dealll
Loy 508l G Ligine Aylad A 25 M Al il ciliagiy cAullall ol slac)
2 )lally Adlall Aoyl ) (g6 cpudaiill Gopaall o G Alla) ulEl ) cudgi
e Ll e 50 i agily ¢ ST (i Jle ) pSbia ciyly) ol J8T an e ae
Dol 58 (s & ey AGAN duladl cileglaal) lgde ast Al Jalgaally daday)
JAaal )

O 53l DA Oyl daysn saitall QSN (10 A58 VYV e Gadaillss (ol (A
Oopeaall Ayl 508l i ass Mehrani et al.(2020) da casld (Y VA Ja Yae A
il b 58l g Ll @il cuelaly Al il sl cudg e bl
AL ol s caliall sl 53 & Gag cdaaliall o sl s e dly)

il gl ) daladl bl 8 Aaked 500 Glia o Gaalll B aai Lo gy
Lals 500l syl el az gy chanlyall i laal 558 e il Gpnell 4))3Y) 5,5l
BaEl) o ay caldl langg ciluhall oa lalim ki dgag s oY) el iyl

el IS0 l) daabal) o sl g e ol IS8 55 Cuiiall ol 1)
oL Al clahyall 4] cagl pe Loy L (Aaaball Soji Jlaal calial) coggll e
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Baial) ALl el all ALl Al dgiaddl AL gl dnalie e cililuall
Ayadl Zapsill

Gad) diagia — =1

Com aad LY Taga Gl Lmgia (aje cGand) o Aiiall sda & Gl Joliy
Chiagis cuadl zisaiy ol Lucy aainag bl Calaal (e S Coaldl (mjmen
b Aardiaall Ailan) by #3ladl) ciuhall clehals gy )l e ulds
P i) e ellyg el G laa) sl el Jidas

daadatt) Al dilaal —y—¢—1

Lol 8paal Gy Al Lal Tagaaty ccanill (myd Ll gplaill Al Cargis
dnaball s als 5y il (gae GllaSy daabiall o 5als )55 Guiial) ol
— Lll) Ladhll —Aaabial) Jaee sliie ana ccbloadl Cailye slate ana) L)) iyl
O SllACy ¢ Al Jae Gl A Bl o (Lalld) L) Aol — slisal Jlecl i
ol a8 Cead) ayd jladl A o e 2SI Tyaaly ¢ Lyl Jbaill Dla
(Abernathy et al.,2018; Ao Lula clldy cdwlual) Jdas DLA e Slld dadn
Baatwah et al.,2015; Demerjian etal.,2012; Krishnan& Wang,2015; Dao &
.Pham,2014)
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R PPN JPU RN - VPO | PPN | 74 BN SN L i
Managerial Ability Score (sbial Lisda 4, oY) 5yl
(Demerjian et al. 4w 2 438 535 (DEA Score)

. (oan e ysae JS) 4uls ASSd (il 138 asis 2012) | o 5 sl
M e 1o 8y Syl Ll ¢Io91 ey ilae didy | 95 | MA L T
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Y0 ) Veaml 3 ) s aila 5o I 2 e (i)
:(Akbari et al,2018 ¢Y + Y f¢eale
A Al A B lesl) juass - 1Y) Al yall -
Calia Jodad Coslad alasialy 4S50l A0S 5o LaSl) a1y
¢ skl s 5 (Data Envelopment Analysis <l
Al 3eLesll uldl Non-parametric Method (ol
A Aol JUA (e @lld g ¢l Al aiam cilas )
Max6= Sales / (v1COGS + v2SG&A + v3PPE +
v4INTAN). ...
lal sl JHiad 5 Yila el Adabaal) oy iy Eam
Al ddoaal) alie Qg (s (8 ((SALES Glapdl)
«COGS deluall gl ol 4815 Jo i il ) i
el lia (SG&A el s 3y jlaY) 5 duandl i 5yl
e J a5 (PPE YY) 5 clamall g el Sliaall 4y yiaal)
, (INTAN 2 salal
b 3 gras geiliin) s 5 48 50500 240K 56l A o - 51 5
Muguc(@;mﬂ\ JA}X\})S..A\) uy\.«&'.lb\,}.\ﬂ&.ﬂm
AS il dnds yo A0S 3 LiS L (1) Al o AN J paan
Lad ) ga (e B (il (§u8ad o g3 08 iay La sa g
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aridi o Jaall LA e L) dnan ot Cile) paY
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G (A< il 2K 5Ll Ay e 5 i gall Al gall 4 sl
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:(Demerjian et al.,2012) 4l jlassy)
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Uolaa (e (B o) axh I 3 oY) ) lassy) Aalas (e
LOomditl) o paall 4 laY) 3 a8l As ya o4 Tobit

Aulal e 4n pay W Tobit Jlasd) 23 gl aladind as y g
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i #35.(Habib & Bhuiyan,2011) daal jall o &5 i o8, | Loss | Juel

¢l 4S5l i 13) (V) Al 3aL e s juaiaS 4@
(Pham et e Luld elld Cadlay (Lia) 4l 2l
(Y Yo <al., 2014

Al IR

. b g paiaS Al oty Allall Al Aapda e 3 ke 58 &b

“‘j" 33y VYT et AL Al S 13 (V) el 38 || Year | A
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Shia) B dasdioal) duilany) cullullly 7 Slailly Al celaly clgll —¢—¢ -1
Gl (ajd

cCrald) Lgas) i) dgadal) duynll cile)yaly sl Goall oo diial) sda 3 lew
sl e cuadl gmyd Hlaal 8 aadieal jlasiV) z3san GIAS il cilslanyly
. Sul
Ll elaly clgdl =V —g—g =1

cagiadl AW ol Jodas PLa e ddadall Al dmgie e aalll e
ZhARY @llig (Y OVA Ja YT e sl e Aalall die clS)al L) dedid) claliadyly
(Abdillah et al.,2019; Stewart & _le luld @llds el il e Gulsdl el ULl
Cairney,2019; Habib et al.,2019; Abernathy et al.,2018; Pham et al.,2014;
Cilady L Galedl Galal) Jgans aily 3 LS Ll pall clpaia (el Gaalll 15 . Afify,2009)
gz haduly duhall 553 e Al QISHAl AW )Ll (gyiae dadas Jae dall cilelyal
Gl LDl 2 Mailly ol alasiad aly . Lgelgl cadas) e clyuna) ad ciluay
cAahyall G prtia Gae
Gual) Cyiial dudagl) Cileluaal) —Y—¢—¢ -1

oo ol gy ) g Al 2 ilar b Aliaial) cibosiall Chag (Y) 3) Jsand) el
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Gad) cpaial udagll Clslasy) i Jgaa

Alatial) &) yriall A gl slaal)

. PN KPR aal) b giall | calady)
Variables Al A ! by gl el | s nal
ARL 240 9.00 239.00 70.00 74.66 28.19
MA 240 -1.13 5.55 -0.10 0.00 0.70
FSize 240 14.27 25.29 20.46 20.41 2.07
LEV 240 0.00 1.81 0.40 0.43 0.30
(;\,'ulam) laiial) Gl priall da ol slaal)
Big4 | NonBig4 | Total
e sl 126 114 240
AuditSize TN | 525% | 475% | 100%
Bled D) Total
A saall Al 24.2% 75.8% 100%
31/12 ald e Total
Sl 206 34 240
YearEnd ST S | 85.8% | 14.2% | 100%

1 ol an L g VO daaball o ol 858 lawgia of alad) Jsaall (e s

i) 8 saaaal) aclsdlly 23a0 Al €yl alel o e Les cagn YYA il aag ol
(a52 Vo) el Ll Jarsgia yimsg ddlall Ll olgil gl (ho gl A a5 dyuaadll
b cal S ARl claball 8 daahall o ol 858 Jaugie pe S aa ) o)lise
)y (8 s VT (Yo Acanadl) Ay (8 ag VO Lagiall il G ¢y caall A5
Ay oYY e eoladally dgana) asa VY oY oV Vel ¢ o) deggllaa ¢Y 0 Yo ((Lasd)
lahall & daahal) 5o ol 55 Javgie g Liad Coliie GllXy L an VY (Y4) o)
LY Baniall LVl 8 ase VA Jacgiall dly o edabine iy 8 cupal ) 26d)
(Hasballah du))s 8 LS Luwign) 4 asa V1 5 (Abernathy et al.,2018) dul)» 8 LS
&4 ase VY5 ((Sultana et al.,2015) duls 8 LS W) 3 a5 AY 5 & llyas,2019)
DUE o) 8y Jasgie e Jawgiall 1aa aliag Law .(Ozden,2018) 4l & LS LSy
«(Abernathy et al.,2014) duhs 5 a5 00 cas 1o (YY) cajal) daadpy 8 daalall
bl ¢(0.00) dlay) 508 Jawsie aly SIS . (Raweh et al.,2019) du)s b a5 ©)
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A die A 8 il o paall dadije 4l

Laalpall (il Ay Lginalye o3 Al @lSGal claliall sae o Jeaall (e ey LS
GISAl Slaliall sre Laiy ¢(%0Y,0) drwiy 32alie (Y V1) Woae Big4 LS L)y
Non Big4 LSl daiy) daahiall sl s (e (A1 il Aailys Lginalya o3
cul€ Al Gl il laall sae o AaaMe Key Liad L (%£Y,0) duwy Baalie (V) £)
Caia A I Ly (%Y E,Y) Loy 520l (04) bare Blud il Lelleel 2o
(%V0,A) Aoy 2alia (VAY) ladre ) Ala

r&anl) Glie g LY Glide —Y-£-£-1

du)al) cpdia G dald Y cDlalas ddgian 1E Jgan

. Audit . N
wiasal | Eaw Jees | ARL | MA | FSize S“.u_; LEV | Loss | YearEnd
Pearzon
ARL Cormelation 1
Sig. (2-tailed)
Pearzon .
WA Correlation |90-166 1
Sig. (2-tailed) | 0.010
Pearzon -
) Comelation | 0-033-| 0.000 .
Sig. (2-tailed) | 0.592 | 1.000
. Pearson g
igdn Comelation | 0-096-| 0.034 0374 .
1Ze
Sig. (2-tailed) | 0.138 | 0603 | 0.000
. Pearson 0340*| 0010 |0204* | -0.035-
LEWV Cormrelation 1
Sig. (2-tailed) | 0.000 | 0876 | 0001 | 0587
Pearson 0.333*|-0214*| 0.084-| -0.087- Jo312*
Loss Cormelation 1
Sig. (2-tailed) | 0.000 | o001 | 0193 | 0181 | 0.000
Pearson 0.193*| 0.152* | 0274+ | 0.284* |0 2491|0273+
YearEnd Cormrelation 1
Sig. (2-tailed) | 0.003 | 0019 | 0000 | 0.ooo | 0.o00 | 0.o00

(%)) o B 4 sine 5 siase ic Aly | **
(%) (e 8 4 sina (5 siane ic Aly *
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