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Introduction

imely financial reporting is critical

for informed decision-making by

investors, managers, and regulators,
with audit report lag—measured as the
number of days between fiscal year-end and
audit report issuance—serving as a key
indicator (Alhawamdeh et al., 2024). To
improve audit transparency and quality,
especially after major financial scandals,
the introduction of Key Audit Matters
(KAMs) under ISA 701 was mandated,
requiring auditors to disclose areas of high
judgment or risk (Hertina et al., 2024). In
Iran, KAM disclosure became mandatory in
2022 (Nemati et al., 2021). While KAMs
enhance transparency, they may also
contribute to audit delays. Firm size may
moderate this effect: larger firms often
possess advanced systems and audit tools
that reduce delays, but they also face greater
organizational complexity (Cucunabila &
Mayangsari, 2024). Conversely, smaller
firms are less complex but may lack audit
capacity (Reskika & Wahyudi, 2021,
Andriyanto et al., 2024). In market-based
economies, timely and transparent financial
reporting is essential for fostering investor
confidence and ensuring the efficient
functioning of capital markets. The audit
report serves as a critical mechanism for
reducing information asymmetry,
enhancing accountability, and supporting
optimal resource allocation (Lin, 2023).
Audit report lag—defined as the time
interval between a firm's fiscal year-end and
the issuance of its audit report—is widely
recognized as a key indicator of financial
reporting quality (Ashton et al., 1987). Such
delays can significantly diminish the
relevance of financial information,
especially in emerging markets like Iran,
where access to independent sources of
information is limited (Zheng, 2025).
Recent audit reforms, particularly the
introduction of Key Audit Matters (KAMs)
under ISA 701, have sought to improve
transparency by mandating the disclosure of
areas involving significant risk and auditor

judgment (Chen et al., 2024). The inclusion
of KAM s is intended to reduce information
asymmetry and enhance stakeholder
confidence (Sirois et al., 2018; Kdohler et
al., 2020). Early identification and clear
communication of these issues can improve
audit planning, streamline processes, and
potentially shorten audit delays (Wydianti
& Aisyaturrahmi, 2025).

Firm size is a multidimensional factor that
significantly affects audit outcomes. Larger
firms typically possess more robust internal
controls, greater resources, and more
effective governance mechanisms, which
can contribute to more efficient audits and
faster reporting (Ball & Foster, 1982; Sakin
& Kuzu Yildirim, 2022). Institutional
theory further posits that larger firms are
subject to increased scrutiny and are thus
more likely to engage in timely and
transparent financial disclosures (Pinto &
Morais, 2019; Rahaman & Bhuiyan, 2024) .
Accordingly, the present study examines
this issue within the context of Iran's capital
market and seeks to answer the following
two key questions:

Does the disclosure of KAMs increase audit
report lag?

Does firm size moderate the relationship
between KAMSs disclosure and audit report
lag?

Answering these questions can contribute to
the local literature and provide practical
insights for auditors, regulators, and
financial statement users seeking to
enhance the timeliness and quality of audit
reporting.

Methodology

This study is descriptive and applied,
utilizing quantitative data within a
deductive and retrospective research
framework. Multivariate regression
analysis was employed using EViews
software to examine the relationships
among Vvariables. The study population
comprises companies listed on the Tehran
Stock Exchange between 2017 and 2023
that met specific criteria, including a fiscal
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year ending in March, no changes in fiscal
year reporting, and exclusion of financial
and investment firms. From an initial pool
of 390 companies, 120 were selected
according to these criteria, yielding a
dataset of 840 firm-year observations. In
this study, two hypotheses are examined as
follows:

Hypothesis 1: There is a significant
negative  relationship  between  the
mandatory disclosure of the number of Key
Audit Matters (KAMs) components and
audit report lag.

Hypothesis 2: Firm size plays a
significant negative moderating role in the
relationship  between the mandatory
disclosure of the number of Key Audit
Matters (KAMs) components and audit
report lag.

Therefore, the generalized Dickey-Fuller
test was used. In the next step, Pagan, Chow
(F-Limmer) and Hausman tests were used
to identify the estimation method, and the
results of the tests confirmed the Fixed
effects panel method.

Results

To evaluate the validity of the first and
second hypotheses, diagnostic tests were
conducted to confirm the classical
assumptions of econometric models. The
results of the first model indicated an R-
squared of 68.14%, reflecting an acceptable
explanatory power of the independent
variables. The coefficient for the KAMs
variable was negative (-0.001) but
statistically insignificant (p > 0.05), leading
to the rejection of the first hypothesis. In the
second model, the R-squared increased to
76.23%, indicating a higher explanatory
power of the independent variables. The
interaction term between KAMSs and firm
size had a coefficient of -0.005 and was
significant at the 95% confidence level.
These findings confirm the significant
negative moderating role of firm size and
support the acceptance of the second
hypothesis.

55

Conclusions

The relationship between the mandatory
disclosure of KAMs components and audit
report lag is negative but statistically
insignificant. The recent implementation of
ISA 701 in Iran, coupled with insufficient
training and organizational resistance, has
led to weaknesses in disclosure practices.
To fully achieve the objectives of this
standard, more time and greater
coordination are necessary. In the second
hypothesis, the moderating role of firm size
in the relationship between the mandatory
disclosure of KAMs components and audit
report lag was confirmed. Large firms, by
leveraging  extensive  resources and
advanced technologies, have managed the
audit process more efficiently and reduced
the time required to issue audit reports.
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