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Objective: This study aimed to explain the effects of audit firm ranking and audit committee
characteristics on audit quality and audit report lag and to examine the moderating role of audit
report lag among companies listed on the Iraq Stock Exchange.

Methodology: This applied study employed a quantitative, descriptive-correlational, and ex post
facto design. The statistical population consisted of companies listed on the Iraq Stock Exchange,
from which 143 companies were selected through systematic screening for the 2016-2025 period,
yielding 1,430 firm-year observations. Data were extracted from annual financial statements,
independent audit reports, corporate governance reports, and mandatory disclosures. Audit quality,
audit firm ranking, financial expertise, independence, size, experience, gender composition of the
audit committee, and audit report lag were examined. Multivariate panel-data regression models
were estimated using EViews, with Chow and Hausman tests applied for model specification and
year effects controlled.

Findings: Audit firm ranking had a significant positive effect on audit quality (=0.004823,
p=0.0001) and a significant negative effect on audit report lag (=-3.2714, p<0.001). Financial
expertise (=0.003914, p=0.0019), audit committee independence ($=0.006247, p=0.0113), and
member experience ($=0.000412, p=0.0387) significantly improved audit quality, whereas
committee size and female membership were not significant. Financial expertise (f=-2.1184,
p=0.0026), independence ($=-1.8745, p=0.0081), and experience (=-0.2874, p=0.0328) also
significantly reduced audit report lag. The interaction between audit firm ranking and audit report
lag was negative and significant (B=-0.000913, p=0.0140), confirming the negative moderating
effect of audit report lag.

Conclusion: Higher-ranked audit firms and audit committees characterized by greater financial
expertise, independence, and professional experience contribute to higher audit quality and more
timely audit reporting. However, prolonged audit report lag weakens the beneficial effect of audit
firm ranking on audit quality. Accordingly, improvements in audit quality should integrate stronger
audit firm capabilities, more competent and independent audit committees, and enhanced
timeliness of auditor reporting.

Keywords: Audit Quality; Audit Report Lag; Audit Firm Ranking; Audit Committee; Financial
Expertise; Audit Committee Independence; Audit Committee Experience; Iraq Stock Exchange
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EXTENDED ABSTRACT
Introduction

Audit quality is a fundamental component of credible financial reporting and an important
monitoring mechanism for reducing information asymmetry and agency conflicts between managers,
shareholders, creditors, and other stakeholders. Within the agency framework, external auditing provides
an independent mechanism through which the reliability of financial statements can be evaluated and
opportunistic managerial reporting can be constrained. However, the effectiveness of this mechanism
depends substantially on the quality of the audit process and on the organizational and professional
characteristics of the audit firm. Regulatory oversight of independent auditors has therefore been
considered an important mechanism for improving both audit quality and financial reporting quality
(Behbahaninia et al., 2021). Audit firm ranking may reflect differences in professional reputation, human
capital, organizational resources, quality-control systems, experience, and the capacity to conduct
complex engagements. Higher-ranked audit firms are generally expected to have stronger incentives to
protect their professional reputation and to apply more rigorous audit procedures. Evidence regarding
audit firm ranking and financial statement restatements suggests that the professional standing of the
auditor can be associated with important reporting outcomes (Mohammadrezaei & Yahyaei, 2016). At the
same time, the quality of auditing cannot be evaluated independently of the timeliness with which audited
information becomes available to users. Audit report lag represents an important dimension of financial
reporting timeliness, and excessive delay can reduce the decision usefulness of otherwise reliable financial
information (Barati & Sharifi, 2023). Previous research has shown that auditor workload, audit firm ranking,
and other audit firm characteristics can affect the time required to complete and issue an audit report
(Heydari Sureshjani & Joudaki Chegini, 2022; Keyvani Hafshejani, 2023), while broader evidence indicates
that audit report delay is influenced by a combination of auditor-, firm-, and governance-related factors
(Abernathy et al., 2017; Zare Behnamiri & Hassankhani, 2021). In addition to external auditor characteristics,
the audit committee constitutes a central internal governance mechanism. Its effectiveness depends not
merely on its formal existence but also on characteristics such as financial expertise, independence, size,
experience, and gender composition. Audit committees with financially knowledgeable and independent
members are better positioned to assess complex accounting judgments, challenge management,
communicate effectively with external auditors, and monitor the integrity of financial reporting. Prior
studies have documented associations between audit committee characteristics and audit quality (Khudhair
etal., 2019; Sobhan et al., 2025), financial information quality (Namakavarani et al., 2021), financial statement
comparability (Hajihas & Azadzadeh, 2019), audit report readability (Alikhani et al., 2021), financial
reporting quality (Lutfi et al., 2022), and other governance and reporting outcomes (Al-Ahdal & Hashim,
2022; Mardessi, 2022). The professional characteristics of the audit committee chair and members may also
affect auditor selection, audit fees, and audit quality (Azizkhani et al., 2023). Moreover, audit committee
characteristics have been linked to the timing of audit completion, suggesting that effective monitoring
may facilitate coordination between management and auditors and reduce unnecessary delays (Lari
Dashtbayaz et al., 2018; Salehi et al., 2016). Nevertheless, prior research has often examined audit firm
characteristics, audit committee characteristics, and audit report lag separately. Evidence from emerging
markets also indicates that institutional context may shape the effectiveness of these governance



mechanisms (Dang & Nguyen, 2022; Fariha et al., 2022). Furthermore, pressure to complete audits rapidly
may itself create behavioral risks if timeliness is achieved at the expense of professional diligence
(Svanstrom, 2016). These considerations indicate that audit quality is likely to emerge from the interaction
of external audit quality, internal governance quality, and reporting timeliness rather than from any single
factor. Accordingly, the present study aimed to examine the effects of audit firm ranking and audit
committee characteristics on audit quality and audit report lag and to investigate the moderating role of
audit report lag in the relationship between audit firm ranking and audit quality among companies listed
on the Iraq Stock Exchange.

Methods and Materials

The study was applied in purpose, quantitative in nature, positivist in orientation, descriptive-
correlational in design, and ex post facto with respect to data collection. The statistical population
consisted of companies listed on the Iraq Stock Exchange. A systematic screening procedure was applied
to obtain a sufficiently homogeneous and comparable sample. Companies were required to have the
necessary financial and governance information available, while financial intermediaries, banks, insurance
companies, investment companies, and other entities with substantially different operational and reporting
structures were excluded. After applying the screening criteria, 143 companies were retained for the 2016—
2025 period, producing 1,430 firm-year observations. Data were extracted from annual financial
statements, independent auditor reports, corporate governance reports, board reports, and other mandatory
disclosures. Audit quality was measured using an accrual-based approach derived from the McNichols
specification. Audit firm quality/ranking was operationalized using the professional classification of audit
firms applied by the relevant supervisory authority, with higher-ranked firms identified through a dummy-
variable coding scheme. Audit committee characteristics included financial expertise, independence,
committee size, relevant professional experience, and female membership. Audit report lag was measured
as the number of days between the end of the financial year and the signing date of the auditor's report.
Several firm-level control variables, including ownership-related indicators, financial leverage, loss status,
current ratio, firm size, operating cash flow, inventory and receivables intensity, firm age, operating
complexity, and return on assets, were incorporated into the models. Descriptive statistics and Pearson
correlation coefficients were initially calculated, followed by multivariate panel-data regressions. The
Chow/F-Limer and Hausman tests were used to determine the appropriate panel-data specification.
Regression assumptions were evaluated using relevant diagnostic tests for residual normality,
autocorrelation, multicollinearity, and heteroscedasticity, with generalized least squares corrections
applied when necessary. Four principal econometric models were estimated to assess the direct effects of
audit firm ranking and audit committee characteristics on audit quality and audit report lag. A further
interaction model was estimated to test the moderating effect of audit report lag. Analyses were conducted
using EViews 13 and SPSS 27 at a 95% confidence level.

Findings

The inferential results showed that audit firm ranking had a positive and statistically significant
effect on audit quality (f = 0.004823, t=3.91, p = 0.0001), indicating that companies audited by higher-
ranked audit firms exhibited higher audit quality. Audit firm ranking also had a significant negative effect
on audit report lag (B = -3.2714, t = -4.18, p < 0.001), demonstrating that higher-ranked audit firms
completed and issued their audit reports more rapidly. In the audit report lag model, audit quality itself
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was negatively associated with delay (p = -5.6132, p = 0.0026), while return on assets also reduced audit
report lag (B =-6.7143, p = 0.0254). In contrast, financial leverage (B =4.2276, p=0.0017) and loss status
(B = 2.8845, p = 0.0023) significantly increased audit report lag. The second model explained
approximately 46% of the variation in audit report lag, and the overall model was statistically significant
(F=18.41, p <0.001).

Regarding audit committee characteristics, financial expertise had a positive and significant effect
on audit quality (3 =0.003914,t=3.11, p=10.0019), as did audit committee independence ( = 0.006247,
t =2.54, p =0.0113) and relevant professional experience (p = 0.000412, t =2.07, p = 0.0387). However,
audit committee size did not have a statistically significant effect on audit quality (B = 0.001128, p =
0.4018), and female membership was likewise nonsignificant (f = 0.001082, p = 0.3614). The results for
audit report lag were consistent with the quality findings. Financial expertise significantly reduced audit
report lag (B = -2.1184, p = 0.0026), as did committee independence (p = -1.8745, p = 0.0081) and
professional experience (f = -0.2874, p = 0.0328). Committee size (f = 0.7426, p = 0.1907) and female
membership (f = 0.6315, p = 0.2809) did not significantly affect audit report lag. The moderation model
also exhibited acceptable explanatory power, with R2=0.47 and F = 18.73 (p < 0.001). Audit firm ranking
remained positively associated with audit quality (3 =0.005112, p=0.0002), whereas audit report lag had
a significant negative effect. Most importantly, the interaction between audit firm ranking and audit report
lag was negative and significant (f = -0.000913, t = -2.47, p = 0.0140), confirming that audit report lag
negatively moderated the relationship between audit firm ranking and audit quality.

Discussion and Conclusion

The results demonstrate that audit quality in the Iraqi capital market is shaped by the combined
functioning of external audit capacity, internal corporate governance mechanisms, and the timeliness of
the audit process. The positive association between audit firm ranking and audit quality suggests that
professional standing is more than a reputational signal; it appears to capture meaningful differences in
expertise, staffing capacity, organizational resources, quality-control procedures, and the ability to
conduct rigorous audit engagements. Higher-ranked firms may also face greater reputational costs when
audit failures occur, giving them stronger incentives to maintain professional standards and exercise
greater care in detecting and reporting material misstatements. At the same time, their negative association
with audit report lag indicates that greater audit quality does not necessarily require slower reporting.
Better-resourced firms can potentially combine rigorous procedures with more efficient planning,
specialization, task allocation, and engagement management.

The significant effects of financial expertise, independence, and experience further indicate that
the qualitative composition of the audit committee is more important than its purely numerical or
demographic structure. Financially knowledgeable members are better able to evaluate accounting
estimates, recognize reporting risk, communicate with auditors, and question management regarding
complex financial matters. Independence strengthens the committee's ability to perform these functions
without excessive managerial influence, while professional experience enhances members' capacity to
identify problematic patterns and resolve reporting issues before they delay the completion of the audit.
The absence of significant effects for committee size suggests that simply increasing the number of
members does not necessarily improve monitoring. Larger committees may even encounter coordination
problems that offset potential benefits from additional membership. Similarly, the nonsignificant effect of



female membership should not be interpreted as evidence that gender diversity is unimportant. Rather, a
binary indicator reflecting the presence of at least one woman may not adequately capture the degree of
participation, decision authority, professional expertise, or influence exercised by female members within
the committee.

The moderation result is particularly important. Although higher-ranked audit firms were
associated with greater audit quality, this positive effect weakened as audit report lag increased. Thus,
professional reputation and technical audit quality appear to create greater value when audit reports are
also delivered in a timely manner. Excessive reporting delay may reduce the usefulness of audited
information, increase uncertainty, and weaken the informational advantages associated with engaging a
high-quality audit firm. The findings therefore support a multidimensional interpretation of audit quality
in which technical reliability and timeliness are complementary rather than competing objectives.
Reducing delay should not be achieved by shortening essential audit procedures; instead, firms and
auditors should improve information readiness, coordination, scheduling, internal controls, and
communication so that high-quality audits can be completed efficiently. Overall, the study concludes that
higher audit firm ranking, greater financial expertise, stronger independence, and deeper professional
experience within the audit committee contribute to improved audit quality and more timely reporting in
Iraqi listed companies. At the same time, prolonged audit report lag can erode part of the quality advantage
associated with highly ranked audit firms. Strengthening audit firm capabilities, enhancing the substantive
competence and independence of audit committees, and improving the timeliness of audit completion
should therefore be regarded as interconnected components of an effective financial reporting and
corporate governance framework.
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