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Abstract This study is an analysis of auditor's response to audit risk. Specifically, audit risk is measured by the
amount of correction of the current financial statements, and auditor's response is measured by the rate of
change of audit hour in next auditing. The amount of correction can be viewed as audit risk recognized by
auditor because the degree of auditor's correction will increase as the company's financial statement
preparation ability is lower or the profit management amount is larger. Auditor's response is measured as the
rate of change of audit hour because audit risk would be incorporated in audit plan. Although auditing is
performed by a team, auditor's response would differ depending on their roles. It is expected the leaders who
establish the audit plan and manage the audit quality would respond more sensitively to audit risk than the
other auditors. The results show that when the amount of correction is greater than a certain level, auditors
recognize it as audit risk and increase total(and leaders) audit hour in next year audit.
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Table 1. Descriptive Statistics

variable [ mean | S.D. min p25 |median| p75 max

ch_Hour | 0.389| 0.607 {-0.341|0.004 | 0.159 | 0.581 | 3.007

ch_Leader | 0.544|0.934 |-0.648| O 0.265 | 0.775 | 4.959

ch_Others | 0.402| 0.673 |-0.449|-0.008 | 0.156 | 0.609 | 3.288

D 0.222{ 0.415 0 0 0 0 1

SIZE 27.343( 1.574 |24.421|26.222|27.140 |28.211|32.001
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FOR 11.251{13.051 0 2.111 | 5.843 |16.183(60.744
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OPN 0.993( 0.081 0 1 1 1 1

N 1,634
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Table 2. Pearson Correlations

variable ch_Hour ch_Leader | ch_Others ID
1 0.453 0.975 0.014
ch_Hour
1 0.343 0.077
ch_Leader e e
1 0.000
ch_Others
1
D
N 1,534
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Table 3. The results of test of Hypothesis 1, 2

Dep. Var. =
variable ch_Hour

Dep. Var. =
ch_Leader

Dep. Var. =
ch_Others

coef | t-value | coef | t-value coef | t-value
intercept| —0.696|-2.17** | -1.393 | -2.29** | -0.648| -1.79*
ID 0.073] 2.62** 0.225 | 4.08***| 0.063| 1.64
SIZE 0.034| 3.24*** | 0.070 | 3.54***| 0.034| 2.87***
LEV 0.033| 0.48 0.024 | 0.19 0.042| 0.55
GRW 0.224| 3.23** | 0.179 | 1.36 0.245| 3.14x**
ACFO | -0.452|-2.33** | -0.172 | -0.47 -0.631] -2.89***
BIG4 0.165| 5.53*** | -0.266 | -5.01***| 0.181| b5.72***
LIQ -0.001]-0.13 0.003 | 0.19 -0.001|-0.12
FOR 0.000| 0.32 0.001 0.59 0.000| 0.74

ASIZE | -0.027|-0.63 -0.149 | -1.78* | -0.018|-0.37
OPN | -0.153|-1.05 -0.053 | -0.19 -0.220|-1.34
YD included
IND included

Adj R2 0.448 0.163 0.429

F-Value 74.31%%* 18.55*** 68.74%**

N 1,534

***: 5¢0.01, **: p¢0.05 , *: p<0.1
Multicollinearity is not expected because all variables show
under 10 VIF(Variance Inflation Factor)
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Table 4. Additional analyses

Variable Dep. Var. = ch_Hour Dep. Var. = ch_Hour

intercept -0.486 -15 -0.629 -1.97%*

ID(0.1%) -0.030 | -1.27

ID(1%) 0.056 1.65*
SIZE 0.029 2.81%* 0.032 3.07%**
LEV 0.043 0.62 0.035 0.51
GRW 0.222 3.2%%x 0.222 3.19%*
ACFO -0.498 -2.57** -0.466 —2.4%*
BIG4 0.157 5.59%** 0.154 5.57%**

Variable Dep. Var. = ch_Hour Dep. Var. = ch_Hour
LIQ -0.001 -0.16 -0.001 -0.17
FOR 0.000 0.21 0.000 0.33

ASIZE -0.012 -0.28 -0.025 -0.57
OPN -0.212 -1.46 -0.163 -1.12
YD included
IND included

Adj R2 0.447 0.447

F-Value 73.81%** 73.93***

N 1,534

***: ¢0.01, **: p0.05 , *: p<0.1
Multicollinearity is not expected because all variables show
under 10 VIF(Variance Inflation Factor)
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