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ABSTRACT: Among the firm characteristics that affect the timeliness of the cash conversion cycle is influenced Timeliness is 

considered one of the most important qualitative features of financial information; timeliness means that information must be available 
as soon as it's possible and in the shortest time. Shorter the time between the end of financial year and the issue date of f inancial 
statement of commercial departments, more the profit coming from yearly audited the financial statements of commercial departments. 
How to use inner funds is an important decision between shareholders and managers. As the cash reserves increase in the period of 
economical growth of firms, the managers decide whether to distribute cash funds between shareholders, to spend for internal 
expenditure, to use for external affairs or to keep it? The current study is planned and performed to evaluate the relationship between 
the period of cash fund transformation cycle and timeliness. The intended samples include all the non-financial companies adopted in 
Tehran security exchange including 105 companies selected by systematic deletion and their required data collected from 2006-2010 
and analyzed multi-variant regression strategy based on Panel data.  
 

Keywords: Cash Fund, Liquidity, Timeliness, Transformation Cycle  

 

INTRODUCTION 

Investment has been known as one of Timeliness of financial statement is one of important 

feature of accounting information. In other words, the investors trust on newer information as they 

are making financial decisions. Because they believe that the old and previous information has 

affected shares price so such this information will not cause profit. One of the company features 

having effect on cash fund transformation cycle is timeliness. Timeliness is one of the qualitative 

accounting information features which have effects on accounting and its theory for centuries. It has 

been paid attention during recent years and with regard of financial scandals. 

The manager should compare current personal interests with flexibility obtained by keeping 

cash fund reserves. In addition, the profit-seeking managers ought to measure the probability of 

increasing interests' ratio to expenditure coming from keeping more cash fund. The suggested cash 

fund flow view by Johnson show that internal cash fund allow managers to avoid controlling 

market. In this way, they do not need shareholders' agreement and they are free to make decision 

about investments according to own responsibilities. In spite of the fact that if the investment cost in 

circulating capital be more than the profit coming from investment in inventory or be more than 

commercial credit, the profitability of company might decrease. The American accounting 

association stated that timeliness is as one of qualitative information features, and according to 

American accounting association, it classifies as a subgroup of related qualitative information 

feature. Managers are responsible for providing timeliness, clear, and reliable information in order 

to inform the investors, creditors, and all the shareholders about applying economical reserves and 

result of commercial department operations. So it makes possible for them to make up their mind 

and judge. If the information be related to timeliness of profit, the investors' expected yields will be 

real. So the manager must have sufficient information about computation and assessment of 

conservation and timeliness.  

Samiloglu (2008) suggested that the liquidity management is an important criterion in 
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determining the circulating optimal policies and shows the company ability in making required cash 

fund. According to limitation related to tradition liquidity ratios, it is suggested in previous studies 

that the permanent liquidity scale should be used in circulating capital management. The permanent 

liquidity scale refers to input and output of created liquidity flow in company which is from raw 

materials, product, sale, payments and the process of collecting demands. 

Because the permanent liquidity scale is function of cash fund transformation cycle, it is more 

correct to use cash fund transformation cycle scale instead of tradition ratios in order to assess the 

effectiveness of circulating capital management. 

 

The Importance of Study 

Michalski (2007) said that, in other words, net term between debt payment and cash fund 

receipts is from demand receipt place. One of the other parts of circulating capital management is 

the period of demand receipts. As a whole, the main goal of managers of company is to increase 

their company value. Related to this issue, the accrual payable management found that they can be 

effective in this issue. Many of the current assets management models including in the financial 

management literature propose that book profit increase is the main goal of funding that this model, 

book profit increase, must be related to the other goals (e.g. the company value increase); the 

solution for increasing company value is along with the uncertainty risk. The increase in accrual 

payable in a company causes the increase in circulating capital and also the increase in keeping and 

managing accrual payable, that these costs decrease company value. But a correct policy in 

portfolio management of accrual payable can increase company value. The timeliness is one of the 

peripheral aspects of relatedness and because relatedness is one of the discussing issue of 

accounting and it means the effectiveness of information in making decision. Related information 

should help users in assessing previous and current results and foreseeing future events. A company 

can be profitable but this does not mean that the operational cash fund is from the same operational 

cycle. The commercial department needs to borrow in order to support the requirements of 

circulating capital. So, both the goal of profitability and liquidity must be coordinated together, and 

one of them must not be ignored at the cost of other. The investment in current assets is for certainty 

about goods delivery and providing services for unavoidable costumers and a correct management 

of such this investment must cause super profitability and liquidity. If the resources in different 

levels of funding are blocked, the cash fund transformation cycle will take longer. Although this 

causes increase in profitability (because of sale increase), but maybe it has reverse effect on 

profitability if the created costs in circulating capital be more than profit from keeping more goods 

inventory or giving more credit to costumers. Accrual payable is the other parts of circulating 

capital but it is different from other parts because it is not one of the consumption resources. Instead 

it will be used as a short-term funding resource and can help company to decrease cash fund 

transformation cycle. One of the final goals of company is to increase long-term profit but keeping 

liquidity of company is an important goal, too. 

This study is aimed at evaluating the relationship between period of cash fund transformation 

cycle and timeliness. Also the factors affecting hypotheses will be measured. 

The concept of timeliness 

Today, information timeliness as an important criterion has been paid attention by 

professionals, legislators, financial information analysts, investors, managers, and scholars. In order 

to make sure about providing current and related information, collection, extraction and distribution 

of financial information must be without delay as quickly as it is possible. In decision making 

process, the old information will not have important value for decision makers and active persons in 

market. So the timeliness feature of information has changed to one of the important qualitative 

criterion in providing accounting information. Yuan and et. al. (2006) stated that clearness is a 

significant part of financial statement and one of the aspects of clearness is timeliness. So the 
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information must be disclosed at the appropriate time. As time passes, accounting information will 

lose its relatedness. The information should be available for public before losing own novelty 

feature. Francis (2003) suggested that timeliness of profit is based on this point of view as a 

qualitative feature that accounting profit is aimed at measuring economical profit which will be 

defined as a change in stock market value.  Dogan and et. al. (2007) concluded that the companies 

having good news (higher return of investment rate or/and owner equity) have distributed own 

financial statement sooner than the ones with undesired news, timeliness of financial statement is 

affected by the profitability of company. One of the qualitative features of financial information is 

stated as reliability of financial information. Helping investors, creditors, and other stockholders to 

make decision and save own interests as well as the determined lawful requirement in company 

cause financial statement accounting will be planned and performed by a person other than 

information collector. Nevertheless, the obtained advantages from obtained audited financial 

statement are clear, but the period of run time and completing accounting operations can have 

effects on timeliness of given financial information and its related results. The financial statement 

will be affected by different factors. These factors can be related to accountant, accounting 

operations or characteristics of intended department. 

Etemady and et. al. (2008) proposed that the goals of financial statement and accounting 

concepts make it necessary that the information of financial statement owns determine features in 

order to be effective in potential and present investors, creditors, and other users' decision making. 

These features are called qualitative accounting information including: 

1. Relatedness: includes timeliness, usefulness in foreseeing and evaluating. 

2. Reliability: includes conformability, credibility (completeness, correctness, and preference of 

content rather than form), being neutral. 

3. Comparability: includes consistency concept and sufficient disclosure. 

On the other hand, frequent changes and quick improvements which are in activity scope and 

different economical departments make it necessary to increase the procural and statement of 

related, reliable, and comparable financial information by economical departments. The increasing 

growth of society complexity account for the needs of related economical information, 

informational systems, and providing information processes. Finally, availability of features, 

relatedness and reliability has not been possible simultaneously because of technology limitation up 

to days. The relatedness of information has been devoted because of the importance of reliability, 

and this is in a respect that the expectation and demands of users from information availability 

about what happened yesterday or today morning not about one or two months ago will be 

guaranteed. For this reason, the traditional statement (periodically and in print form) because of not 

providing timeliness information, limitation in quick process of huge data, and high costs of 

distribution of information has not been able to satisfy information users for accessing to timeliness 

information. 

The Steps of Cash Fund Transformation 

Michalski (2007) said that, in other words, net term between debt payment and cash fund 

receipts is from demand receipt place. One of the other parts of circulating capital management is 

the period of demand receipts. As a whole, the main goal of managers of company is to increase 

their company value. Related to this issue, the accrual payable management found that they can be 

effective in this issue. Many of the current assets management models including in the financial 

management literature propose that book profit increase is the main goal of funding that this model, 

book profit increase, must be related to the other goals (e.g. the company value increase); the 

solution for increasing company value is along with the uncertainty risk. The increase in accrual 

payable in a company causes the increase in circulating capital and also the increase in keeping and 

managing accrual payable, that these costs decrease company value. But a correct policy in 

portfolio management of accrual payable can increase company value. If the cash fund 
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transformation cycle of a company be longer than related industry, it can have two reasons: maybe 

the period of cash fund transformation for produced goods inventory is more than other active 

companies so it can be concluded that the company spend more budget comparing to other 

companies in order to keep the goods in stockroom (including storing costs and opportunity costs) 

or maybe the period of demands receipts in company with comparison with other industrial ones is 

longer, so it can be concluded that the demand receipt system of company does not operate 

correctly or basically the credit policy of company is bolder than the others, that in both cases, it 

increases the company risk higher than the other active ones in this industry. 

Rahman (2007) stated that the cash fund transformation cycle is a strong criterion to evaluate 

the quality of cash flow management of a company. Shortening the cash transformation cycle as 

well as the period of collecting accrual payable will cause improvement of company performance 

and cash flow. It can be weaken by making short the period inventory information instead of 

improving company performance and cash flow. These results show that by shortening the period of 

inventory transformation, managers will be made to prevent cost increase that to be harmful for 

company performance and cash flow. And company can improve own profitability and cash flow 

by making short the period of cash transformation flow and the period of collecting accrual payable. 

The companies can own an optimal level of circulating capital that increases their values. Abundant 

inventory as a good credit policy can increase sale. Plentiful inventory will decrease the risk of lack 

of inventory and commercial credit can increase the sale because it makes possible to assess the 

quality of products before delivery to costumers. It is another part of circulating capital of accrual 

payable. Postponing the payment to suppliers allows the commercial departments to evaluate the 

quality of bought products and can be a flexible and cheap resource of funding for companies. On 

the other hand, if the supplier proposes discount because of premature distribution, delay the 

statement of accounts can cost a lot. A common criterion for measuring circulating capital 

management of cash fund transformation cycle is the period between the implementing costs to buy 

raw materials and the receipt of sold products. Longer this period, the more investment will be in 

circulating capital. The long cash flow may increase profitability, because it causes sale increase. 

Nevertheless, if the investment costs be more in circulating capital than interests from keeping more 

inventories or giving more commercial credit to costumers, the profitability of commercial 

departments may decrease by increasing cash cycle. 

 

The Cash Fund Transformation Cycle and Its Advantages 

Haitham (2010) indicated that identifying optimal level of inventory, payment accounts, and 

accrual payable minimize holding costs and opportunity costs. And recalculating the cash fund 

transformation cycle according to these optimal values provides a complete and exact view of 

performance of capital management. Also managers can increase profitability and operational cash 

flow of their own company by using a decrease in cash fund transformation cycle and decrease in 

accrual payable receipts. The decrease in cash fund transformation cycle causes an increase in 

profitability of company. On the other hand, the decrease in cash fund transformation cycle can be 

harmful for company operations and profitability decrease. With regard to decrease in the period of 

transformation of goods inventory and increase in the period of postponing the repayment of the 

debts instead of increasing profitability and operational cash flows, cause their decrease. The main 

goal of financial management is the improvement of company value that is financial assets cost 

increase of that company and it will be meaningful in decision making and doing financial 

management responsibility by applying different strategies and policies. The financial 

management's goals and intentions are as follows: using of financial engineering to assess and apply 

financial tools, performing strategies of optimal allocation of short and long- term resources, doing 

determined responsibilities, conducting and mobilizing resources and present facilities by paying 

attention to strategic goals and analyzing the investors' decision through capital budgeting, applying 
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financial management between nations in the world through going toward globalization of 

economic, portfolio creating mechanism in stocks and investment and the use of assessing ways in 

different kinds of financial decision and like that. Financial status is as the only determining factor 

or criterion of competitive state of company in the investors' point of view. To formulate strategies 

through effective ways, must determine the weakness and strength points of company according to 

financial aspect. 

The strength of liquidity, loan rate, circulating capital, profitability, optimal use of assets, cash 

flow, and shareholders' rights can be in such a way that some of the strategies will be disbanded and 

cannot pay attention to it as a possible option. 

 

Review of related literature 

Ansah (2000) studied timeliness of yearly financial statement of 47 non-financial companies 

adopted in Zimbabo security exchange during 1971-1975. The results show that 98% selected 

companies as samples during moratorium stated their own yearly financial statements. Results of 

their studies indicated that variables like company size, profitability, and company life has a 

meaningful relationship with the financial statement time. 

Balla and et. al (2005) investigated the effect of timeliness and conservatism on debt and 

capital market. In this study, the simple related value test and contract cost have been used. The data 

related to 22 countries were investigated. They have used regression method to analyze data. Finally 

they concluded that there is a positive relationship between capital market and timeliness. Also 

there is a positive relationship between conservation and debt. They have found that unbalanced 

conditional conservation will be identified as timeliness loss.  

Balla and et. al (2005) measured the profit quality of the American companies in exchange, or 

the ones out of exchange during 1989-1999 and the regression method was used for data analysis. 

Their result showed that the companies out of exchange comparing with the companies in exchange 

have lower profit quality because of fewer demands about financial statements. 

Robin and et. al (2000) assessed the profit of assets account with timeliness in 4 countries of 

east of Asia. Their samples included250 companies which stated profit of these companies is not 

clear that can be defined as timeliness in combination with economical profit specially negative 

economical profit or bad news. Wendy and et. al (2004) studied the relationship between quality of 

accounting, timeliness of profit, conservation of profit and combination of board of directors during 

1999-2003. They used regression method in own study. The results showed that companies with 

higher ratio of external member of board of directors identify the effects of bad news in relation to 

profit timeliness, and they are not conservative to identify good news. They recognized that 

combination of members of board of directors is an important factor in determining the quality of 

reported profit. 

Wendy and et. al (2012) evaluated the relationship between corporate governance and 

timeliness in Australia from 2003 to 2007. They came to this conclusion that if information be 

timeliness, it will cause clearness in given information and increasing the clearness is one of the 

company principles which may result in improving corporate governance in companies. More 

correct the given information, easier and more exact the process of cost exploration. 

 

Research hypothesis 

Haitam (2010) worked on the relationship between cash fund transformation cycle, 

profitability, and timeliness in 1990-2004. The final samples contained 5802 companies. The Panel 

method is used to analyze data. He concluded that shorter the term of cash fund transformation 

cycle, more profitability of companies. But when the companies confront with lack of inventory, the 

short term of cash fund transformation cycle will reduce profitability of company and it will be 

harmful for company operations, and minimize the accessibility to desired level of inventories, 
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accrual payable, and payment accounts, the cost of inventory transportation, the cost of inventory 

opportunity, accrual payable and payment accounts, and also lead to an optimal cash transformation 

cycle term. 

Research hypothesis: there is a meaningful relationship between cash transformation cycle and 

timeliness. 

RESEARCH MODELS 

The timeliness will be calculated as follows: 

 

NIit=0+1Rit+it 

 

The following formula is for calculating NIit: 

 

NIit=
                                   

                                            
 

 

The market value of first stockholders' rights is as follows: 

Market value of first stockholders' rights= final price of each stock * the number of stocks of 

company 

Rit= yearly stock yield of company 

Rit can be obtained with following formula: 

 

Rit = 
                                                                                            

                                 
 

 

To evaluate timeliness in selected companies, if the coefficient of variable R be meaningful 

(p<=.05), it can be said that these companies have the timeliness feature. 

 

    
                                                     

     
 

 

CCC: transformation cycle term 

Data samples and data analysis 

The samples are all actual members or the virtual member that the findings of research are 

generalized to them. On the base of this, the samples include all the adopted companies in Tehran 

security exchange except investment companies, entities, financial intermediaries and banks. 

The research samples were all the non-financial adopted companies in Tehran security 

exchange from beginning of 1385 to the end of 1389 (including 450 companies). With regard of 

exercised limitation on intended samples, 90 companies remained and selected as samples and the 

sample selection went through deletion method. 

1. The samples have been selected according to 4 following criterion: 

2. The fiscal year of company must be the end of Esfand. 

3. The fiscal year of company has not been changed from 1385 to 1389. 

4. The company before fiscal year of 1384 has been adopted in Tehran security exchange. 

5. The selected companies should be in security exchange till end of 1389. 

 

RESEARCH FINDINGS 

The transformation cycle term has meaningful relationship with timeliness. 
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This hypothesis is as follows statically. 

H0: there is a meaningful relation between cash transformation cycle and timeliness. 

H1: there is not a meaningful relation between cash transformation cycle and timeliness. 

The results from evaluating regression tables correspond to this hypothesis are given in table. 

Hypothesis is tested by using timeliness model. 

 

The results of hypothesis test in companies with long and short transformation cycle. 
The companies with long transformation cycle The companies with short 

transformation cycle 

Evaluation period 

NIit=0+1Rit+it 

Cross-section fixed (dummy variables) 

Determination coefficient  

Regulated determination coefficient  

F  

Probability (prob)  

Durbin–Watson statistic  

Descriptive 

variable 

Coefficient t prob Meaningful 

level 

Coefficient t prob Meaningful 

level 

R  

Intercept   

The results of hypothesis test in companies with long and short transformation cycle. 

Variable z prob Significant level 

Transformation cycle    

 
By considering given f in both tables and also the significant level correspond to them in both 

companies with long and short transformation cycle, the studied regression model is meaningful. 

Even the Durbin–Watson statistic in both models indicates non linear relation between sentences is 

an error. So a linear relationship is between independent and dependent variables. The regulated 

determination coefficients of models are .67 and .90 respectively. It means in company with long 

transformation cycle, 67% changes of pure profit and the ones with short transformation cycle, 90% 

changes of pure profit can be foreseen by mentioned model. 

According to given results in both tables, in both companies (with long and short 

transformation cycle), variable coefficient R is meaningful. So to test R2 difference in both groups 

of companies with long and short transformation cycle, the Z Keramer test is used. Z and significant 

level correspond to them show that the difference between R2  coefficients are more in companies 

with short transformation cycle, so these companies are more timeliness. So the transformation 

cycle term with timeliness has a reverse meaningful relation. Because: 

The managers will reduce profitability and liquidity flow of company by making cash 

transformation cycle and collecting accrual payable longer, so the decrease in liquidity and 

profitability reduce their motivation to give timeliness information. 

CONCLUSIONS 

The hypothesis has been tested and stated to see the relationship between cash transformation 

cycle and timeliness. The results show that there is a reverse and meaningful relationship between 

cash transformation cycle and timeliness. Because the managers cause a reduction in the 

profitability and liquidity flow of company by making cash transformation cycle and collecting 

period of accrual payable longer, so this reduction leads to motivation loss in order to give 

timeliness information. 
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SUGGESTIONS 

Suggestions based on research results 

Since the timeliness is as profit clearness and also as a qualitative feature demanded by users 

and clearness of profit affects the users' decision making about investment, and by considering the 

research result showing transformation cycle has effect on timeliness, it is suggested to investors to 

pay attention to these factors as they are making economical decisions. 

Further research 

It is better to classify the present companies in exchange according to their life and then the 

related hypothesis will be tested. 

Because many factors affect the qualitative feature of accounting profit, it is offered to consider 

other factors like leverage, debt, and profitability ratio and test the effect of each factor and also the 

simultaneous effect of these variables on qualitative feature of accounting profit. 

It is suggested to evaluate the effect of managerial statement on timeliness.  
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