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The Effect of Auditor's Business Risk Management on the Relationship between
this Risk and Audit Report Lag

an Applied Study on Egyptian Listed Companies

Abstract

The auditor's decision to accept new audit clients or to continue with their existing
clients is accompanied by the existence of a variety of risks. Such risks may affect
audit procedures and decisions made by the auditor throughout the performance of the
audit process, which may eventually lead to audit report lag. The current research aims
at studying, analyzing and determining the risk factors of the auditor's business,
finding practical evidence on the relationship between the risk level of the auditor's
business and audit report lag at the Egyptian practical environment, and finding a
practical evidence on the effect of auditor's industrial specialization (or/ and its audit
firm), as a strategy for auditors' business risk management, on the direction and level
of significance of the relationship between the dependent and independent variables of
this research.

To achieve the objective of the current research, the researcher relied on a sample
of Egyptian listed companies consisting of 217 observations in the period from 2013 to
2015. The level of auditor business risk was measured using a set of risk factors which
were determined depending on previous studies, the financial statements, and the
reports of the boards of directors issued by the study's sample in order to obtain the
necessary data to measure these factors. Also the researcher relies on audit reports
attached to the financial statements of the study's sample to identify the auditors who
sign the audit reports as their engagement partners, the length of their stay with their
clients, the level of their industrial specialization and their establishments in the
sectors in which the audit firms work, and audit report lag.

The results of the regression analysis models used in the current research showed a
significant negative relationship between the two previous research variables. The
calculated F-values of the regression models showed a high level of significance.
However, at the level of the individual risk factors, the t-test values showed a high
level of significance only for one risk factor which was used in the current research to
measure the auditor business risk, which was synchronized the end date of the
financial year of most audit firm.

The study results also showed that the effect of the variable of the industrial
specialization of the auditor (his audit firm) is positive (negative), but it has
insignificant effect on the level of significance and direction of the previous
relationship.

Key words: Auditor's Business Risk, Auditors' Business Risk Management, Auditor's
Industrial Specialization, Audit Report Lag, Auditors' Business Risk Factors.
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(eRlEl jha (5 fiee paids e ysal A€ bluall Gl je Jlael Jha (5 fie anids
S Asgil @b ) Jsa sl (Khalil et al., 2011) aa ) 285 Axal sall dlee 32 5a (5 siuse 33l )
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(Blankley et al., 2015; 2014; Asthana, 2014; Khalil et al., 2011) alzis yiluad dxal sl
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X31: Communications, X32: Construction, X33:
FinServices, Xz4: Real Estate, X35: Chemicals, X36: Core
resources, X37: Media, X38: Food and Drinks, X39:
Technology, X40: Services and industrial products and
cars, X41: Medical care and medicines, X42: Travel and
leisure, X43: Personal and Household Products, X44:
Distributors and retail trade:
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