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Abstract:

This study aims to examine the effect of CEO turnover type (voluntary and forced) and CEO succession origin (insider and
outsider) on audit report lag. This research is applied in purpose and descriptive—correlational in method, using an ex-post
facto design. The statistical population consists of all firms listed on the Tehran Stock Exchange during the period 2016—2021.
Using a systematic elimination approach, a final sample of 139 firms comprising 834 firm-year observations was selected.
Data were extracted from archival financial databases and analyzed using panel data regression techniques. The Chow and
Hausman tests were employed to determine the appropriate model specification, and based on the results, the fixed-effects
model was estimated using the generalized least squares method. Audit report lag was considered the dependent variable,
while the independent variables included CEO turnover, turnover type (voluntary and forced), and CEO succession origin
(insider and outsider), along with a comprehensive set of financial and governance control variables. The results indicate that
CEO turnover has a positive and statistically significant effect on audit report lag. Voluntary CEO turnover also leads to a
significant increase in audit report lag, whereas forced CEO turnover does not exhibit a statistically significant effect.
Furthermore, outsider CEO succession significantly increases audit report lag, while insider succession shows no significant
association. Additional analyses reveal that the combination of either voluntary or forced CEO turnover with outsider
succession produces the greatest delay in audit report issuance, whereas voluntary turnover followed by insider succession
reduces audit report lag. The findings suggest that auditors jointly consider both the nature of CEO turnover and the origin
of the successor when assessing audit risk, and these factors play a critical role in determining the timing of audit completion
and report issuance.
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Extended Abstract

Introduction

Timely financial reporting is a cornerstone of capital market efficiency, transparency, and investor protection. Among the
most critical elements of reporting timeliness is the issuance of the independent audit report, which signals the reliability of
financial statements and reduces information asymmetry between corporate insiders and external stakeholders. Delays in
audit reporting have been shown to erode the informational value of financial statements, increase market uncertainty, and
negatively affect firm valuation and investor confidence (Azizi et al., 2022; Sulimany, 2023; Suwardi & Saragih, 2023). Recent
research increasingly emphasizes the pivotal role of top executives—particularly chief executive officers—in shaping financial
reporting environments and influencing auditor behavior. CEO characteristics such as managerial ability, overconfidence,
experience, tenure, and social networks significantly affect audit risk assessments, audit effort, and reporting timeliness
(Bolor-Erdene et al., 2024; Islam et al., 2023; Kim, 2021; Ma et al., 2021; Mehrani et al., 2020; Mitra et al., 2020; Rasaei &
Mousavi Shiri, 2020). CEO turnover represents one of the most disruptive organizational events and frequently initiates
substantial strategic, structural, and reporting changes (Berns et al., 2021; Liu et al., 2023). The literature further distinguishes
between voluntary and forced CEO turnover, as well as between insider and outsider successions, noting that these forms of
leadership change generate different market reactions, levels of organizational uncertainty, and audit consequences
(Brockman et al., 2022; Cheng et al., 2021; Choi et al., 2023; Kavadis et al., 2022; Liu, 2020; Zhong et al., 2021). Empirical
evidence suggests that new CEOs—particularly outsiders—alter firms’ reporting policies, risk profiles, and governance
dynamics, often increasing perceived audit risk and audit effort (Cai & Li, 2022; Chao, 2022; Kim et al., 2024). Despite growing
global interest, evidence from emerging markets remains limited, and the Iranian capital market offers a distinctive
institutional setting characterized by concentrated ownership, state influence, and unique governance mechanisms (Oradi,
2021). This study therefore investigates how CEO turnover type (voluntary versus forced) and CEO succession origin (insider
versus outsider) affect audit report lag among firms listed on the Tehran Stock Exchange.

Methods and Materials

The study employs an applied, descriptive—correlational design using ex-post facto data. The population consists of all
non-financial firms listed on the Tehran Stock Exchange between 2016 and 2021. After applying systematic screening
criteria—continuous listing, uniform fiscal year-end, data availability, and exclusion of financial institutions—the final sample
includes 139 firms, yielding 834 firm-year observations. Audit report lag is measured as the natural logarithm of the number
of days between fiscal year-end and the audit report date. Independent variables include CEO turnover, voluntary turnover,
forced turnover, insider succession, and outsider succession. A comprehensive set of control variables is incorporated,
capturing firm characteristics, governance structure, ownership features, and auditor attributes. Panel regression models
with firm fixed effects are estimated. Chow, Hausman, and White tests guide model selection and correction for
heteroskedasticity. Generalized least squares estimation is employed to obtain robust results.

Findings

Descriptive analysis reveals that approximately 31% of firm-year observations experience CEO turnover. Regression results
indicate that CEO turnover exerts a positive and statistically significant effect on audit report lag. Voluntary CEO turnover
significantly increases audit delay, whereas forced turnover does not produce a statistically significant effect. Regarding

succession origin, outsider CEO succession is associated with a significant increase in audit report lag, while insider succession
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shows no significant standalone effect. Additional interaction analyses demonstrate that forced turnover combined with
outsider succession and voluntary turnover combined with outsider succession generate the longest audit delays. Conversely,
voluntary turnover followed by insider succession significantly reduces audit report lag. Among control variables, firm size,
auditor size, firm age, board size, and financial leverage increase audit delay, while profitability, foreign operations, state
ownership, client importance to the auditor, and audit committee independence reduce audit delay. The overall models
exhibit strong explanatory power, accounting for approximately 90% of variation in audit report lag.

Discussion and Conclusion

The findings demonstrate that auditors perceive CEO change not merely as a managerial event but as a fundamental shift
in organizational risk architecture. CEO turnover disrupts accumulated organizational knowledge and heightens uncertainty,
requiring auditors to reassess internal controls, reporting practices, and managerial incentives. The asymmetric effects of
turnover type suggest that voluntary transitions introduce greater ambiguity regarding strategic intentions and reporting
policies, thereby extending audit procedures. Outsider successions consistently intensify audit delay, reflecting increased
informational frictions, weaker firm-specific knowledge, and heightened incentives for impression management during
leadership transitions. Importantly, the interaction results reveal that auditors integrate both the nature of CEO departure
and the origin of the successor into their risk assessments. When leadership change preserves organizational continuity —
voluntary departure followed by insider succession—auditors perceive lower risk and complete engagements more
efficiently. These results underscore the multi-dimensional nature of audit risk and highlight leadership transitions as a critical
determinant of reporting timeliness in emerging markets. The study contributes to the auditing and governance literature by
providing novel evidence on how executive succession dynamics shape audit outcomes in a unique institutional context,

offering valuable implications for auditors, boards of directors, regulators, and investors.
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