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ABSTRACT

This study aims to analyze the effect of financial distress on audit delay through audit complexity as an
intervening variable, with audit committee as a moderating variable in industrial sector companies
listed on the Indonesia Stock Exchange (IDX) for the period 2021-2025. This study employs a
guantitative approach using secondary data from audited financial statements and annual reports. The
population consists of all industrial sector companies listed on the IDX, and purposive sampling yielded
49 companies or 245 firm-year observations. Audit delay is measured as the number of days between
the fiscal year-end and the date of the independent auditor's report, financial distress is measured using
the modified Altman Z-Score, audit complexity is measured by the number of consolidated subsidiaries,
and audit committee is measured by an audit committee effectiveness index. Data were analyzed using
Partial Least Squares Structural Equation Modeling (PLS-SEM) with SmartPLS 4.0. The results show
that financial distress has a significant positive effect on audit delay (f = 0.276, p < 0.001) and on audit
complexity (B = 0.324, p < 0.001); audit complexity has a significant positive effect on audit delay (f =
0.298, p < 0.001) and partially mediates the effect of financial distress on audit delay (VAF = 26.0%);
and audit committee significantly weakens the effect of audit complexity on audit delay (interaction =
-0.183, p < 0.01). These findings imply that audit committee effectiveness plays an important role in
reducing reporting delays in companies with high audit complexity.

Keywords: Financial Distress, Audit Delay, Audit Complexity, Audit Committee, Industrial

Companies, Indonesia Stock Exchange

ABSTRAK

Penelitian ini bertujuan untuk menganalisis pengaruh financial distress terhadap audit delay melalui
audit complexity sebagai variabel intervening, dengan audit committee sebagai variabel moderasi pada
perusahaan sektor industrial yang terdaftar di Bursa Efek Indonesia (BEI) periode 2021-2025. Penelitian
ini menggunakan pendekatan kuantitatif dengan data sekunder berupa laporan keuangan auditan dan
laporan tahunan. Populasi penelitian adalah seluruh perusahaan sektor industrial yang terdaftar di BEI,
dengan teknik purposive sampling diperoleh 49 perusahaan atau 245 observasi firm-year. Audit delay
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diukur dari jumlah hari antara tanggal tutup buku hingga tanggal laporan auditor independen
ditandatangani, financial distress diukur menggunakan Altman Z-Score modifikasi, audit complexity
diukur dari jumlah entitas anak yang dikonsolidasi, dan audit committee diukur dari indeks efektivitas
komite audit. Data dianalisis menggunakan Partial Least Squares Structural Equation Modeling (PLS-
SEM) dengan bantuan SmartPLS 4.0. Hasil penelitian menunjukkan bahwa financial distress
berpengaruh positif dan signifikan terhadap audit delay (p = 0,276, p < 0,001) dan terhadap audit
complexity (B = 0,324, p < 0,001); audit complexity berpengaruh positif dan signifikan terhadap audit
delay (B = 0,298, p < 0,001) serta memediasi secara parsial pengaruh financial distress terhadap audit
delay (VAF = 26,0%); dan audit committee terbukti memperlemah secara signifikan pengaruh audit
complexity terhadap audit delay (B interaksi = -0,183, p < 0,01). Temuan ini memberikan implikasi
bahwa efektivitas komite audit berperan penting dalam mengurangi keterlambatan pelaporan pada
perusahaan dengan kompleksitas audit tinggi.

Kata Kunci: Financial Distress, Audit Delay, Audit Complexity, Audit Committee, Perusahaan

Industrial, Bursa Efek Indonesia

I. INTRODUCTION

The timeliness of financial reporting is one of the qualitative characteristics of accounting
information that determines the relevance of financial statements for users in decision-making. The
Financial Services Authority requires issuers to submit audited annual financial statements no later than
the end of the third month after the financial year ends, as stipulated in POJK No. 29/POJK.04/2016
concerning Annual Reports of Issuers or Public Companies. However, the phenomenon of delay in
submitting audited financial statements or audit delays still often occurs, including in companies listed
on the Indonesia Stock Exchange (IDX).

The industrial sector was chosen as the object of research because of its capital-intensive
characteristics, long production and distribution chains, and vulnerability to raw material cost volatility
and supply chain disruptions. These characteristics make companies in this sector relatively more
vulnerable to financial distress than other sectors, especially in the 2021-2025 period which is colored
by the dynamics of post-pandemic economic recovery, rising benchmark interest rates, and global
energy cost pressures.

Financial distress reflects the conditions when a company experiences financial difficulties that
have the potential to lead to business failure. When a company is in a state of financial distress, auditors
tend to expand audit procedures, increase professional skepticism, and conduct more in-depth evaluation
of going concerns, so that the audit process takes longer (Sari & Ghozali, 2021). On the other hand,
audit complexity is reflected in the number of consolidated subsidiaries, the existence of cross-
jurisdictional transactions, and the complexity of business structures also extend the audit completion
time

Several previous studies have shown inconsistent results regarding the relationship between
financial distress and audit delay. Some studies found a positive and significant influence (Wulandari &
Rahmawati, 2022), while other studies found an insignificant influence (Pratama et al., 2023). This
inconsistency indicates the existence of other variables that play a role in explaining the mechanism of
the relationship. This study proposes audit complexity as an intervening variable that explains the
indirect mechanism of the influence of financial distress on audit delay, as well as audit committee as a
moderation variable that is predicted to be able to weaken the influence of audit complexity on audit
delay through supervision and coordination functions with external auditors.

This research contributes by integrating simultaneous mediation and moderation mechanisms
in a single research model, which is relatively rarely done in the context of industrial sector companies
in Indonesia. Table 1 below summarizes a number of previous studies that form the empirical basis of
this research.

The research gap underlying this study is also strengthened by findings in other sectors and
periods. Mahendra and Rachman (2023) in the property and real estate sector and Rahmawati et al.
(2023) in the manufacturing sector show that the influence of financial distress on audit report lag tends
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to vary depending on industry characteristics, sample size, and observation period used. On the other
hand, research that explicitly places audit complexity as an intervening variable as well as audit
committee as a moderation variable in one simultaneous model is still relatively limited, especially in
the context of companies in the post-pandemic industrial sector (period 2021-2025) that face energy
cost and interest rate pressures that have not been explored in previous studies (Ramadhana & Laksito,
2026). This gap is what this study seeks to fill through through simultaneous mediation-moderation
model testing.
Table 1. Summary of Previous Research

\ Researcher Variables/Context Method Key Findings
Wulandari & Rahmawati | Financial Distress & Audit | Multiple Linear Financial distress has a
(2022) Delay / IDX Regression significant positive effect on

audit delays
Pratama et al. (2023) Financial Distress, Ukuran | Panel Regression | The effect of financial
KAP & Audit Delay / distress on audit delay was
Manufaktur BEI not significant after
controlling the size of the
KAP
Handayani & Kurniawan | Audit Complexity & Audit | OLS Regression Number of  subsidiaries
(2021) Delay / Multinational increases  audit  delays
Companies significantly
Nasution et al. (2022) Audit & Reporting Logistic The effectiveness of the audit
Timeliness Committee / Regression committee accelerates the
IDX submission  of  financial
statements
Amelia & Susanto (2023) | Financial Distress, Audit PLS-SEM Audit complexity mediates
Complexity & Audit Delay part of the effect of financial
/ Non-Financial distress on audit delays
Companies

Source: Processed by researchers, 2025

Il. LITERATURE REVIEW
Theoretical Basis
Agency Theory
Signaling Theory

Signal theory (Spence, 1973) explains that the timeliness of financial reporting is a signal to the
market about the company's condition. Financial reports submitted on time are generally associated with
good news, while reporting delays tend to be associated with bad news, including indications of financial
difficulties. In this context, audit delays can be seen as an indirect signal about the company's financial
condition to stakeholders.
Compliance Theory and the Supervisory Role of Audit Committees

The audit committee functions as a corporate governance mechanism that is tasked with
overseeing the financial reporting process and coordinating with external auditors. Based on the
perspective of compliance theory and corporate governance, an effective audit committee demonstrated
by the adequate frequency of meetings and the competence of members in the field of accounting and
finance is expected to be able to accelerate the audit completion process even though companies face
high transaction complexity, through more effective coordination with external auditors and
management (Nasution et al., 2022).
Stakeholder Theory

Stakeholder theory (Freeman, 1984) views the company as an entity that is responsible not only
to shareholders, but also to creditors, employees, suppliers, and other external parties. In this perspective,
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the timeliness of audited financial reporting is a form of corporate accountability to all stakeholders,
especially in companies experiencing financial distress, because creditors and investors need timely
financial information to evaluate business continuity risks. Long audit delays in companies with high
financial pressure can increase uncertainty for stakeholders and have the potential to reduce confidence
in the credibility of the financial information presented.

Resource Dependence Theory

Resource dependence theory (Pfeffer & Salancik, 1978) explains that corporate governance
organs, including audit committees, function to provide resources in the form of expertise, legitimacy,
and communication networks that help companies manage dependency on external parties, including
independent auditors. Audit committees that have members with adequate accounting and financial
backgrounds serve as a resource of expertise that can accelerate the process of identifying and resolving
complex accounting issues, thereby reducing management's dependence on repeated clarification
processes with external auditors. This perspective complements compliance theory in explaining the
audit committee mechanism to weaken the influence of audit complexity on audit delays, as supported
by the findings of Oussii and Boulila Taktak (2018) that the financial expertise of audit committee
members is significantly associated with shorter audit delays.

Hypothesis Development
Financial Distress and Audit Delay

Companies that experience financial distress tend to have a higher audit risk, so auditors need
to expand audit procedures, conduct additional substantive testing, and evaluate going concern more
deeply. This additional process directly extends the audit completion time. Wulandari and Rahmawati
(2022) found that financial distress has a positive and significant effect on audit delays in companies
listed on the IDX. Based on this description, the first hypothesis is formulated as follows:

H;: Financial distress has a significant positive effect on audit delays in industrial companies listed
on the IDX

Additional support for this hypothesis is also provided by cross-sector findings in the Indonesian
capital market. Mahendra and Rachman (2023) in property and real estate companies and Rahmawati et
al. (2023) in manufacturing companies both found that financial distress proxied with the Altman Z-
Score had a positive effect on audit report lag, thus reinforcing the generalization of the relationship
outside the context of the industrial sector.

Financial Distress and Audit Complexity

Companies that experience financial distress tend to carry out organizational restructuring,
including the addition of subsidiaries for the purpose of debt restructuring or risk diversification, which
in turn increases the complexity of the consolidated reporting structure. In addition, financial distress
also encourages the emergence of non-routine transactions such as asset sales, debt restructuring, and
related party transactions which increase the overall audit complexity (Amelia & Susanto, 2023). Thus,
the second hypothesis is formulated as follows:

H.: Financial distress has a significant positive effect on audit complexity in industrial companies
listed on the IDX.

The relevance of this hypothesis is also reflected in the recent research by Ramadhana and
Laksito (2026) which integrated financial distress and audit complexity in an audit report lag model for
companies in the energy and basic materials sector on the IDX, and found that these two variables
contribute significantly to the extension of audit time, in line with the argument that financial pressures
drive corporate structural complexity.

Audit Complexity and Audit Delay

The more subsidiaries are consolidated and the more complex the company's transaction
structure, the greater the audit effort required to obtain adequate confidence in the fairness of the
consolidated financial statements. Handayani and Kurniawan (2021) found that the number of
subsidiaries has a positive and significant effect on audit delays in multinational companies. Based on
this description, the third hypothesis is formulated as follows:
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Hs;: Audit complexity has a significant positive effect on audit delays in industrial companies listed
on the IDX.

Empirical evidence regarding the effect of complexity on audit duration is also confirmed by
Alganny and Mukhlasin (2021) who found that accounting complexity, one of which is measured by the
existence of subsidiaries, has an effect on audit delays in manufacturing companies. The results of a
meta-analysis by Es'haghi and colleagues (2022) on dozens of international studies also show that the
existence of subsidiaries is consistently positively related to audit report lag, strengthening the external
validity of Hs.

The Role of Audit Complexity Mediation

Based on arguments in H; to Hs, this study predicts that some of the influence of financial
distress on audit delay is channeled indirectly through increased audit complexity. Companies that
experience financial distress tend to have more complex transaction structures, and it is this complexity
that ultimately prolongs audit delays. Amelia and Susanto (2023) confirm the role of partial mediation
of audit complexity in this relationship. Thus, the fourth hypothesis is formulated as follows:

Ha: Audit complexity significantly mediates the influence of financial distress on audit delays in
industrial companies listed on the IDX.

This mediation logic is also consistent with the findings of Ramadhana and Laksito (2026) that the

impact of financial distress on audit report lag cannot be separated from the increase in the complexity

of the reporting structure that accompanies it, so that audit complexity acts as a transmission mechanism

that explains some of these influences.

The Role of the Audit Committee Moderation

An effective audit committee is expected to be able to weaken the influence of audit complexity
on audit delays through intensive supervision of the financial reporting process, better coordination with
external auditors, and accelerated resolution of complex accounting issues. Nasution et al. (2022) found
that the effectiveness of audit committees is related to the timeliness of financial reporting. Based on
this description, the fifth hypothesis is formulated as follows:

Hs: The audit committee significantly moderates (weakens) the influence of audit complexity on
audit delays in industrial companies listed on the IDX.

The role of weakening by this audit committee is in line with Oussii and Boulila Taktak (2018) who

showed that the financial expertise of audit committee members is significantly associated with shorter

audit delays in companies in emerging markets. Similar findings were also reported by Jesni and Yopie

(2023) and Bambang and Krisyadi (2024) who emphasized that the characteristics of audit committees,

including the frequency of meetings and accounting expertise of their members, play an important role

in reducing audit reporting delays in companies listed on the Indonesia Stock Exchange.

Research Conceptual Framework

Based on the integration of agency theory, signal theory, compliance theory, stakeholder theory,
and resource dependence theory, this study builds a conceptual model that places financial distress as
an exogenous variable that affects audit delay either directly (H1) or indirectly through audit complexity
(Hz, Hs, Ha), with the audit committee acting as a moderation variable that weakens the influence of
audit complexity on audit delay (Hs). This model assumes that financial pressures do not necessarily
result in long audit delays, but are largely channeled through increased complexity of business and
transaction structures, which in turn can be mitigated by the effectiveness of the audit committee's
oversight function. Thus, the conceptual model of this study simultaneously examines the mediation and
moderation mechanisms in a single analytical framework, as suggested by Hair et al. (2019) for the PLS-
SEM model with complex relationship structures.

I1l. RESEARCH METHODS

This study uses a quantitative approach with a causal-associative design to test the influence of
financial distress on audit delay through audit complexity as an intervening variable, with audit
committee as a moderation variable. The research population is all industrial sector companies
(Industrials) listed on the Indonesia Stock Exchange (IDX) during the period 2021-2025.
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The sampling technique uses purposive sampling with the following criteria: (1) industrial
sector companies that are consistently listed on the IDX during the 2021-2025 period; (2) publish a
complete and accessible audited annual financial statement during the observation period; (3) not
delisting during the study period; (4) present financial statements in Rupiah; and (5) have complete data
for all research variables. Based on these criteria, a final sample of 49 companies was obtained with a
total of 245 firm-year observations.

The dependent variable in this study is Audit Delay (AD), which is measured from the number
of calendar days between the closing date of the financial year (December 31) to the date the independent
auditor's report is signed. The independent variable is Financial Distress (FD), which is measured using
a modified Altman Z-Score for non-manufacturing companies/emerging markets, with the
transformation of the index so that a higher value represents a higher level of financial distress. The
intervening variable is Audit Complexity (AC), which is proxied from the number of subsidiaries
consolidated in the financial statements. The moderation variable is Audit Committee (ACE), which is
measured through a composite index of the frequency of audit committee meetings per year and the
proportion of audit committee members who have an accounting/finance background.

The control variables used included: (1) company size (natural logarithm of total assets); (2)
profitability (Return on Assets); (3) reputation of Public Accounting Firms (Big Four KAP dummy);
and (4) audit opinion (dummy opinion going concern). Data was analyzed using Partial Least Squares
Structural Equation Modeling (PLS-SEM) with the help of SmartPLS 4.0 software. The model
evaluation was carried out through two stages, namely the evaluation of the measurement model (outer
model) which included the test of convergent validity (Average Variance Extracted or AVE > 0.5),
discriminant validity (HTMT < 0.90), and composite reliability (Composite Reliability > 0.7), as well
as evaluation of the structural model (inner model) which included the determination coefficient (R?),
predictive relevance (Q2), and hypothesis testing through a bootstrapping procedure with 5,000
subsamples. Mediation testing is carried out by calculating Variance Accounted For (VAF), while
moderation testing is carried out with an interaction term approach between audit complexity and audit
committee.

The selection of these control variables is based on consistent empirical evidence found in the
Indonesian literature regarding audit report lag. Fitriana and Bahri (2022) found that entity size and the
size of the Public Accounting Firm significantly influence audit report lag, whereas a going-concern
audit opinion is generally associated with extended audit duration due to the additional professional
judgment required from the auditor. By controlling for these four variables, this study aims to isolate
the pure effects of financial distress, audit complexity, and the audit committee on audit delay,
distinguishing them from other factors proven relevant in previous studies

IV. RESULTS AND DISCUSSION
Research Resul
Descriptive Statistics

Table 2 presents descriptive statistics of research variables based on 245 firm-year observations.
The average audit delay of 76.4 days shows that in general the sample companies submitted independent
auditor reports in a relatively close time frame to the regulatory deadline, although there was
considerable variation between companies (standard deviation of 21.8 days)

Table 2. Descriptive Statistics of Research Variables (N = 245 firm-year observations)

Variable Min Maks Mean Std. Dev
Audit Delay (day) 38 142 76,4 21,8
Financial Distress Index (0-1) 0,09 0,92 0,438 0,214
thtj)(iiig;cr)gsp;lexity (number of 0 97 6.8 5.9
Audit Committee Effectiveness (0-1) 0,25 1,00 0,672 0,163
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Variable ‘ Min Y EUS Mean Std. Dev
Company Size (Ln Total Aset) 25,84 33,71 29,46 1,92
ROA (%) -14,2 22,6 4,73 7,15

Source: Processed by researchers, 2025

The Financial Distress Index has an average of 0.438 with considerable variation (standard
deviation of 0.214), indicating the heterogeneity of the level of financial pressure on industrial sector
companies during the observation period. The audit complexity shows an average of 6.8 subsidiaries
with a range of 0 to 27, reflecting a fairly wide variation in business structure between the sample
companies. The audit committee effectiveness has an average of 0.672, which indicates that in general
the audit committee of the sample company has carried out its supervisory functions at a fairly adequate
level.

Evaluation of Measurement Models (Outer Model)

The results of the evaluation of the measurement model showed that the entire construct met the
required criteria of validity and reliability. The loading factor value of all indicators was above 0.70, the
Average Variance Extracted (AVE) value for the entire construct was above 0.50 (ranging from 0.612
to 0.748), the Composite Reliability value was above 0.80 (ranging from 0.821 to 0.887), and the
Heterotrait-Monotrait Ratio (HTMT) value of the entire construct pair was below 0.90. Thus, the
measurement model is declared valid and reliable for use at the testing stage of the structural model.
Hypothesis Testing Results

The structural model yielded an R? value of 0.384 for the audit complexity and 0.512 for the
audit delay, indicating that the research model was able to explain the variation in the audit delay by
51.2%. The Q2 values for both endogenous constructs were positive (0.241 and 0.336), indicating that
the model has adequate predictive relevance. Table 3 presents the results of hypothesis testing through
the bootstrapping procedure.

Table 3. Hypothesis Testing Results (Bootstrapping, 5,000 Subsamples)

Coefficient

t-statistic Information

Financial Distress e

H; — Audit Delay 0,276 4,812 0,000 Accepted
Financial Distress

H; — Audit 0,324 5,207 0,000%** Accepted
Complexity
Audit Complexity e

Hs _ Audit Delay 0,298 4,376 0,000 Accepted
FD — AC — Audit o Partial Mediation

Ha Delay (indirect) 0,097 3,184 0,001 (VAF = 26,0%)
Audit Complexity x

Hs Audit Committee -0,183 2,774 0,006** Accepted (Weaken)
— Audit Delay

Description: *** p<0.001; ** p<0.01. Source: Processed by the researcher, 2025

DISCUSSION
The Effect of Financial Distress on Audit Delay (H1)

The test results showed that financial distress had a positive and significant effect on audit delay
(B = 0.276; p < 0.001), so H1 was accepted. These findings are consistent with agency theory that
explains that companies with high levels of financial distress have a greater audit risk, so auditors need
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to expand audit procedures, including additional substantive testing and more in-depth evaluation of
going concerns. The expansion of the audit procedure directly extends the audit completion time.

These findings are in line with the results of research by Wulandari and Rahmawati (2022)
which also found a significant positive influence between financial distress and audit delays in
companies listed on the IDX. In the context of the capital-intensive industrial sector, financial pressures
experienced by companies are often accompanied by the complexity of financial restructuring
transactions that require more careful professional consideration by auditors.

The consistency of these findings with various contexts of other sectors such as property and
real estate (Mahendra & Rachman, 2023) and manufacturing (Rahmawati et al., 2023) indicates that the
influence of financial distress on the extension of audit time is a relatively robust phenomenon in the
Indonesian capital market, not limited to the characteristics of the industrial sector alone.

The Effect of Financial Distress on Audit Complexity (H>)

The second hypothesis (H2) is also accepted, with financial distress having a positive and
significant effect on audit complexity (B = 0.324; p < 0.001). These findings indicate that companies
experiencing financial distress are more likely to undertake organizational and financial restructuring
measures, including the formation or reorganization of subsidiaries, which in turn increases the
complexity of the consolidated reporting structure.

These findings strengthen the argument of Amelia and Susanto (2023) that financial distress
encourages the emergence of non-routine transactions, such as debt restructuring and related party
transactions, which directly increases the level of audit complexity. Implication, auditors need to pay
special attention to companies that show indications of financial distress because they have the potential
to have a more complex transaction structure than seen in previous financial statements.

These findings are also in line with Ramadhana and Laksito (2026) who document that financial
distress consistently increases the complexity of audits in companies in the energy and basic materials
sectors, reinforcing the allegation that financial pressures encourage companies to reorganize business
structures more broadly, not only in the industrial sector.

The Effect of Audit Complexity on Audit Delay (Hs)

The test results showed that audit complexity had a positive and significant effect on audit delay
(B=0.298; p <0.001), so Hz was accepted. The more subsidiaries are consolidated, the greater the audit
effort required to obtain adequate audit evidence of all components of the consolidated financial
statements, including the process of elimination of inter-company transactions and adjustments to
accounting policies between entities.

These findings are consistent with the results of Handayani and Kurniawan's (2021) research on
multinational companies which found that the number of subsidiaries has a significant positive effect on
audit delays. The complexity of business structures in industrial sector companies—which generally
have extensive supply chains and distribution networks makes audit complexity an important factor to
consider in audit time planning.

The same pattern was also found by Alganny and Mukhlasin (2021) in manufacturing
companies as well as the results of cross-border meta-analyses which confirmed that the existence of
subsidiaries is one of the most consistently reported audit report lag determinants reported in the audit
literature over the past decade.

The Role of Audit Complexity Mediation (Ha)

The results of the mediation test showed that audit complexity partially mediated the effect of
financial distress on audit delay, with an indirect effect of 0.097 (t = 3.184; p < 0.01) and a Variance
Accounted For (VAF) value of 26.0%. The VAF value was in the range of 20-80%, which according to
the criteria of Hair et al. (2019) indicated partial mediation, meaning that financial distress affected audit
delay both directly and through an increase in audit complexity.

These findings reinforce the research results of Amelia and Susanto (2023) which also confirm
the role of partial audit complexity mediation in the relationship between financial distress and audit
delay. The implication is that part of the extension of audit delays in companies experiencing financial
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distress can be explained by the increase in the complexity of business and transaction structures, not
solely due to the expansion of audit procedures related to financial risks.

Thus, the findings of partial mediation in this study reinforce the understanding that financial
distress not only prolongs audit delays through the expansion of risk-related audit procedures (direct
path), but also through increased complexity of consolidated reporting structures (indirect paths), as also
implied in the integrated model of Ramadhana and Laksito (2026).

The Role of the Audit Committee Moderation (Hs)

The most relevant finding practically in this study is the H5 confirmation, namely that the audit
committee significantly moderates (weakens) the effect of audit complexity on audit delay (P interaction
= -0.183; p < 0.01). The negative interaction coefficient shows that in companies with high audit
committee effectiveness, the positive effect of audit complexity on audit delay is weaker than in
companies with low audit committee effectiveness.

These findings support the corporate governance argument that an active audit committee—
demonstrated by adequate meeting frequency and member competence in accounting and finance—is
able to accelerate the resolution of complex accounting issues through more intensive coordination with
external auditors and management. These results are consistent with Nasution et al. (2022) who found a
relationship between audit committee effectiveness and timeliness of financial reporting. The practical
implication is that industrial sector companies with complex business structures need to strengthen audit
committee functions as one of the risk mitigation strategies for reporting delays.

These findings are further supported by Oussii and Boulila Taktak (2018), Jesni and Yopie
(2023), and Bambang and Krisyadi (2024) who consistently report that audit committees with financial
expertise and adequate meeting frequency are able to accelerate the resolution of complex accounting
issues. Collectively, this evidence confirms that audit committee effectiveness is a relevant governance
mechanism across capital market contexts, both in developed and developing countries, in mitigating
the impact of complexity on reporting timeliness.

Additional Theoretical Implications

Theoretically, the results of this study enrich the framework of agency theory and signal theory
that have been described in the theoretical foundation section by adding the perspective of stakeholder
theory and resource dependence theory. The extension of audit delay in companies with high financial
distress can be understood not only as an auditor's response to asymmetric information risks (agency
theory) or as a signal of financial conditions to the market (signal theory), but also as a consequence of
the need to maintain accountability to all stakeholders (stakeholder theory) in the midst of limited
internal supervisory resources. Meanwhile, the role of the audit committee in weakening the influence
of audit complexity on audit delay strengthens the relevance of resource dependence theory, as the
expertise and legitimacy brought by audit committee members serve as a resource that helps companies
manage the complexity of their relationship with external auditors. The integration of these four
theoretical perspectives provides a more comprehensive understanding of the delay audit mechanism
than if it only uses a single theoretical framework.

The Role of Control Variables

Although the main focus of this study is on the relationship between financial distress, audit
complexity, audit committee, and audit delay, the four control variables included—company size,
profitability, Big Four KAP reputation, and audit opinion going concern—also play a role in maintaining
the internal validity of the structural model. Consistent with Fitriana and Bahri (2022), company size
and KAP reputation are estimated to be related to the efficiency of the audit process, considering that
large companies and Big Four KAP generally have more mature internal control resources and systems.
Low profitability and going concern audit opinions, on the other hand, are conceptually associated with
higher audit risk and have the potential to prolong audit delays. By controlling for these four factors, the
results of the main hypothesis testing in this study namely the influence of financial distress, audit
complexity, and audit committee can be interpreted as a relatively clean influence of confounding factors
that have been widely discussed in the previous audit delay literature.
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V. CONCLUSIONS AND SUGGESTIONS

Conclusion

This study provides empirical evidence that financial distress has a positive and significant
effect on audit delays, either directly or indirectly through complexity audits, in industrial sector
companies listed on the IDX for the 2021-2025 period. Audit complexity is proven to play a role as an
intervening variable that partially mediates the relationship, indicating that the complexity of business
structures is one of the important pathways that explains why companies with financial stress tend to
experience longer audit delays.

An equally important finding is the role of audit committee moderation which has been proven
to be able to weaken the influence of audit complexity on audit delays. This confirms that the
effectiveness of the audit committee's supervisory function is a relevant governance mechanism in
reducing the risk of financial reporting delays, especially in companies with complex business
structures.

Theoretically, the findings of this study strengthen the relevance of agency theory and signal
theory in explaining the phenomenon of audit delay in the context of industrial sector companies in
Indonesia, while adding empirical evidence regarding the importance of corporate governance
mechanisms in mitigating the impact of audit complexity on the timeliness of financial reporting.
Suggestions

Based on the findings of the research, several suggestions can be made. First, for the
management of industrial sector companies, especially those that show indications of financial distress,
it is recommended to prepare documentation and coordinate with external auditors from the beginning
of the audit period to reduce the risk of delays in the submission of financial statements.

Second, for companies with complex business structures (having many subsidiaries), it is
recommended to strengthen the function and effectiveness of the audit committee, both through
increasing the frequency of meetings and strengthening the competence of audit committee members in
the field of accounting and finance, considering that this study shows the important role of audit
committees in reducing the impact of audit complexity on audit delays.

Third, for regulators (OJK and IDX), these findings can be considered in formulating policies
related to the minimum requirements for audit committee effectiveness for issuers with complex
business structures, in order to encourage the timeliness of financial reporting in the Indonesian capital
market.

Fourth, for further research, it is recommended to expand the scope of the research sector
beyond the industrial sector, add other moderation variables such as the reputation of the Public
Accounting Firm or audit quality, and consider the use of mixed-methods to gain a deeper understanding
of the mechanisms behind the relationship between financial distress, audit complexity, audit committee,
and audit delay.

Research Limitations

This study has several limitations that need to be considered in interpreting its findings. First,
the research sample is limited to industrial sector companies listed on the IDX during the 2021-2025
period, so the generalization of results to other sectors with different business characteristics—such as
the financial sector or the primary consumer sector—needs to be done carefully, considering that a
number of studies such as Rahmawati et al. (2023) show that the strength of the relationship between
financial distress and audit delay can vary between sectors. Second, the measurement of audit
complexity that only uses the number of consolidated subsidiaries has not fully captured other
dimensions of complexity, such as the complexity of cross-currency transactions or the existence of
diversified business segments.

Third, the measurement of audit committee effectiveness through a composite index of meeting
frequency and accounting background of members has not considered other qualitative aspects, such as
the real independence of the audit committee to management or the tenure of audit committee members,
which according to Bambang and Krisyadi (2024) can also affect audit delay. Fourth, the use of
secondary data from the annual report does not allow for a more in-depth exploration of the mechanism
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of the interaction process between the audit committee and external auditors, which could ideally be
explored through a qualitative approach or direct interviews on future research.
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