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ABSTRACT 
The paper aims to study the sentiments of professional and non-professional investors on Critical Audit Matters 

(CAM) according to International Auditing Standard No. 701. The paper, however, is survey-based, and a 

questionnaire was used to collect data.  The statistical sample includes 100 investors, 50 professional investors, 

and 50 non-professional investors who have been purposefully selected and available (professional investors 

include managers of investment firms and non-professional ones consist of undergraduate and graduate students 

majoring in management and accounting, who do not have a professional background and whose investment 

activities are not considered part of their professional activities). Findings show modifies in the level of 

disclosure reported by the auditor on the quality of reporting, the level of credibility of the firm's management, 

and the amount of investment, and modification in the level of credibility of the firm's management on the level 

of auditors' confidence, quality of reporting and the amount of investment. Furthermore, there is no difference 

between the modification in the level of disclosure reported by the auditor and the credibility of the firm's 

management on the auditor's independence and the risk of material misstatement not reported by the auditor. 

From the point of view of professional investors, in other words, events with the highest risk of material 

misstatement of the auditor's report, the auditor's assessment of major events and transactions, and matters that 

are relevant to the auditor's professional judgment in the financial statements would further affect their decision to 

invest. However, this is not the case for non-professional investors. 

Keywords:Professional and Non-Professional Investors, Auditor Report, International Standard No. 701, 

Critical Matters, Public Company Accounting Oversight Board 
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1. Introduction 
Independent auditing plays an important role in 

supporting the quality of financial reporting, and the 

auditor's report, as an integral part of the financial 

reporting process, plays a major role in informing 

users. Moreover, the demand to monitor and revise the 

information value and relevance of the auditor's report 

has always been of concern to regulators. However, 

the demand for more and more relevant information 

increased through the auditor's report following the 

recent financial scandals, the 2008 financial crisis, the 

globalization of the business environment, and the 

increasing complexity of financial reporting (such as 

the use of subjective estimates and difficult judgments, 

the need for multiple disclosures and global 

audiences). Therefore,  regulators - such as the 

International Auditing and Assurance Standards Board 

(IAASB) and the Public Company Accounting 

Oversight Board (PCAOB) - revised some of their 

existing standards or developed new standards to 

improve the auditor's report and increase the 

transparency. The two corporations, however, have 

added up a section entitled Key Audit Matters/ Critical 

Audit Matters to the new auditor's report to increase 

the information value of the auditor's report. Since 

then, the Board of Auditing Standards and 

Accreditation has developed International Auditing 

Standard 701, in which a new section entitled " Key 

Audit Matters" has been added to the auditor's report 

and came into effect on December 15, 2016. The 

PCAOB, however, developed a new standard that has 

mandatory disclosed key audit matters in the auditor's 

report.  In this way, the paragraph related to the critical 

audit matters for large firms whose fiscal year ends 

June 30, 2019, and afterward, and for other firms from 

December 15, 2020.  Furthermore, PCAOB and 

IAASB conducted extensive surveys by various groups 

such as auditors, preparers of financial statements, and 

investors around the world to develop the new 

standards. The responses received were different from 

different groups; e.g., Deloitte, Ernst & Young, Grant 

Thornton, and KPMG have all supported the addition 

of key audit issues to the audit report. At the same 

time, however, the issues raised some challenges. As 

an example, the New York State Association of 

Certified Public Accountants (2013) opposed the 

decision, as it believes that this does not increase the 

usefulness and promotion of the auditor's report and, 

on the contrary, dilutes the effect of the message of 

rejection/acceptance of the auditor's report and reduces 

the value of the auditor's report. The Official Institute 

of Accountancy and Public Finance (2013) states that 

adding the section may deepen users' perception of the 

audit procedure and at the same time, the volume of 

the auditor's report shall increase, leading to an 

increase in user efforts to better recognize the report. 

Accordingly, the paper aims to study the views of 

professional and non-professional investors regarding 

the impact of key audit matters on their decision to 

invest. Furthermore, what made the important and 

necessary research, is the novelty of the subject, the 

different legal, economic, and political environment of 

Iran from other countries, and the lack of sufficient 

evidence and experience; the present paper would 

bridge the gap among the existing literature.  

 

Literature Review  
Auditing enhances the quality of financial reporting, 

reduces information risk, and strengthens public 

confidence.  However, poor quality audit reports may 

result in extreme consequences for the audit 

profession, individuals, and society, as well. Presently, 

the main method of communicating with the 

stakeholders of a business unit is the audit report, the 

most important part of which is the auditor's opinion, 

which is presented in the form of two-sided 

rejection/acceptance. Generally, the studies show that: 

(a) the audit of the financial statements and the 

independent auditor's comments on the entity's 

financial statements are considered valuable. However, 

the content of the auditor's report has no informational 

value other than informing concerning the overall 

results; (b) users are well aware that there is rich 

information regarding the entity and its audit 

operations that are not currently audited in the 

financial statements or through other corporate 

disclosure mechanisms as well as the auditor's report. 

Moreover, users tend to receive this information 

directly through the business unit or the auditor based 

on their perception of the matters.   They believe that 

such information helps them assess the financial 

condition and performance of the business unit, as well 

as the quality of corporate reporting and auditing 

operations; (c) various users believe that the 

information value of the audit report may be improved 

by changing the structure or terms used in the report 

(IAASB, 2011).  
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However, the results of theoretical research show 

that users' views on audit quality are influenced by the 

information value of the auditor's report. Because the 

auditor's current report does not disclose complete 

information about the auditor's performance, choices, 

and judgments applied in submitting the opinion, it 

provides little information to evaluate the quality of 

the audit.  Given the positive impact of increasing 

transparency about the audit process on users' attitudes 

about audit quality, users want more and more relevant 

information (IAASB, 2011). Accordingly, IAASB has 

revised International Auditing Standard 700 entitled 

"Reporting on Financial Statements", one of the 

modifications which are to add key audit matters to the 

auditor's report, and developed International Auditing 

Standard 701, entitled "Informing Key Audit Matters 

in the Independent Auditor's Report."   The US PCAO 

also issued a new standard, “the Auditor's Report on 

the Audit of Financial Statements”, in which a new 

section entitled “Critical Audit Matters” is added to the 

auditor's report (PCAO, 2017). The transfer of risk 

information is one of the matters that the IAASB and 

the PCAO of the United States have sought to address 

in critical/key Audit matters (Plzer, 2016). However, 

both boards sought to provide users with more 

information about audit risk by introducing the new 

standard. According to USA PCAO, the main audit 

matters are those that have been or should inform to 

the audit committee during the audit process and: (a) 

relates to accounts or disclosures that are material in 

the financial statements; (b) require challenging, 

subjective, and complex auditor judgments (PCAO, 

2017). According to International Auditing Standard 

701, key audit matters are those that have been most 

relevant in auditing current period financial statements 

based on the judgment of the auditing profession. The 

matters are selected from the matters reported to the 

governing bodies (International Auditing Standard 

701). Furthermore, key audit matters should be 

specific to the entity under review and audit operations 

to convey relevant and relevant information to users; 

therefore, International Auditing Standard 701 

includes a judgment-based decision-making 

framework that assists auditors in identifying matters 

that are key audit matters from the matters reported to 

management. This decision-making framework is 

designed to focus the auditors on matters of interest to 

investors and further users; in particular, parts of the 

financial statements that require substantial or complex 

judgments by managers or that require the auditor to 

focus on them following the risk-based approach in 

International Standards on Auditing. The auditor, 

however, should identify among the matters that have 

been reported to the governing bodies, the matters that 

require special attention of the auditor during the audit 

operation, and in this regard, the following should be 

considered: a) matters that have a high risk of material 

misstatement or that are subject to significant risk 

under International Auditing Standard 315 (revised); 

b) material auditor judgments concerning matters in 

the financial statements that include material 

management judgments, i.e. accounting estimates 

contain substantial ambiguity; c) the impact of major 

events or transactions that occurred during the 

financial period (IAASB, 2015). International 

Auditing Standard 701 requires that a description of 

key audit matters should include sufficient 

explanations depending on the auditor's professional 

judgment to enable users to recognize why these 

matters were important and how the firm dealt with 

them. However, the extent and form of information 

transfer on key audit matters are not addressed in the 

standard to make auditors more flexible in 

emphasizing the entity (IAASB, 2015b). Disclosure of 

key audit matters in the auditor's report may have a 

positive effect on users' assessment of audit quality, 

which in turn increases users' confidence in the audit 

process and financial statements. Moreover, the 

IAASB supposes that the presentation of key audit 

matters in the auditor's report results in: a) increase the 

transparency of the audit process; b) focuses investors 

and other users on areas of the financial statements 

that require major managerial judgments and the 

auditor's special attention, which in turn help investors 

and  users to reflect the status of the entity, the 

financial statements and the outcome of the audit 

process in the manner reflected in the auditor's 

statement; c) provides users with a basis for interaction 

between management and governing bodies (including 

audit committees) on specific matters relating to the 

entity, the audited financial statements, or the audit 

process; d) improves the relationship between the 

auditor and the audit committee on the most important 

matters that occur in the audit and may lead to more 

attention being paid to the disclosure of the matters 

that the directors and the audit committee make in the 

financial statements and e) causes the auditor to focus 

more on informing regarding matters that may 
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indirectly lead to increased professional skepticism 

and improve the quality of the audit (IAASB, 2015a).  

Given the novelty of the discussion of key audit 

matters in the auditor's report and its challenge due to 

the use of the auditor's professional judgment in 

determining the matters, it is necessary to examine 

investors' views on key audit matters. The paper aims 

to answer this research question: what is the impact of 

key audit matters on the auditor's report on their 

investment decisions from the perspective of 

professional and non-professional investors? 

 

Methodology 
The paper studies the impact of the professional and 

non-professional investors’ opinions on key audit 

matters in the auditor's report on their investment 

decisions. Accordingly, the approach of this article is 

based on research objectives, except for applied 

studies, and in terms of data type, except for 

quantitative research; since it has included the 

collection and analysis of quantitative statistics and 

information and seeks to measure the objective reality 

that the researcher is separate from the research. The 

paper is a descriptive one in terms of data collection. 

Furthermore, the statistical sample is obtained by 

available sampling. Therefore, 50 professional 

investors and 50 non-professional investors were 

selected to answer the research questions; And have 

been analyzed using structural equations. Structural 

modeling is one of the statistical methods for 

analyzing multivariate data for the theoretical structure 

of latent variables and the relationships between them 

(Violato & Hecker, 2007). However, a questionnaire 

was used to collect data; the questionnaire consists of 

two parts: demographic questions and specialized 

questions. The questionnaire included variables and 

determining factors and was set on a 7-point Likert 

scale (from “very low” = 1 to “very high” = 7).  The 

total number of variables identified after reviewing 

and screening the appropriate number that had the 

most repetition and emphasis in terms of the number 

of interviews, articles, documents, and reports were 

used. A questionnaire was developed to assess the 

content or face validity of 20 professors of accounting 

and management, some of whom were also members 

of the Iranian Society of Certified Public Accountants. 

Upon confirming the content validity, then through 

Cronbach's alpha method, its internal reliability or 

stability was calculated using SPSS24 (= 0.760) and 

confirmed.  Cronbach's alpha coefficient showed that 

most of the structures and their related variables 

provide acceptable internal stability. Finally, the 

present research questionnaire was prepared in two 

sections: demography and the main research questions. 

In this study, a two-step method is used for structural 

modeling; in the first stage, through the factor load, the 

relationships between the research components are 

measured to determine the accuracy of each 

component in explaining the desired variable.  

Subsequently, in the second stage, the effect of 

variables on each other is evaluated (Hooman, 2005). 

  

Hypotheses Development  
The independent auditor's report does not provide any 

additional support (ie more than the comment section) 

for one or more other hypotheses (a simple 

rejection/acceptance model for audit reporting).  

However, an audit disclosure may be construed as 

"extended" examples of fair (or distorted) hypotheses 

by stating agreement (or disagreement) with specific 

items in the financial statements. Accordingly, auditors 

and managers may influence investors' perceptions of 

financial statements by explicitly developing one or 

another hypothesis. As a result, several related 

perspectives are expected to modify, such as perceived 

accuracy, risk, and the competence of management 

and the auditor. If investors' perceptions and 

investment decisions are affected by the content of the 

audit disclosure, however, may argue that expanding 

audit disclosure is effective in achieving regulatory 

objectives to increase relevance to the auditor's report. 

Understanding management credibility and auditor 

independence should have a positive relationship with 

perceived reporting quality (RQ), as they affect 

impartiality as well as the auditor's role in verifying 

completeness and error-freeness. Additionally, the 

results of empirical research show that both 

management credibility and auditor independence are 

likely to affect the perception of reporting quality. 

One of the modifications that are considered by 

standardization bodies, especially the auditing 

practices board (APB) is the disclosure of important 

judgments of the auditor (Doxey, 2013). Previously,  

 auditors 'assessments/opinions have not been 

made public and it is unclear what effect they will 

have on investors' decisions and judgments. Auditors' 

definition of materiality relates to matters that are 

important to financial statement investors (Louwers et 
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al., 2011). The concept of significant and insignificant 

items should be transferred from the investors of the 

financial statements to the auditor (Doxey, 2013).  

However, if auditors disclose their assessment of 

materiality to investors (directly or indirectly), they 

may influence investors' judgment of materiality. The 

potential for extensive disclosure under the supervision 

of standardization bodies helps auditors to recognize 

the significance. Investors, on the other hand, want 

disclosure of importance to have a better framework 

for evaluating the auditor's work, followed by the audit 

opinion (Doxey, 2013).  

Therefore, the following hypotheses were developed: 

H1. Professional investors differ from non-

professional investors in the level of disclosure 

reported by auditors (including the level of 

importance). 

H2. Professional investors differ from non-

professional investors in the level of management 

credibility. 

 

Independent variable: reported disclosure level, 

management credit level;  

Dependent variable: Investors 'views on auditor 

independence, significant risk of misstatement, quality 

of reporting, auditors' confidence level, and amount of 

investment. 

 

Findings 
Table 1 exhibits the demographic data.  

As shown in Table 1, among the sample of non-

professionals, the highest frequency is related to the 

age group under 30 years (72%) and the lowest 

frequency is related to the age groups of 31 to 40 years 

and 41 to 50 years (14%). However, for the non-

professional group, the age groups 51 to 60, 61 to 70 

years, and over 70 years have been removed from the 

table due to the zero-frequency distribution.  

Accordingly, a two-step approach is applied in 

structural modeling; in the first stage, the relationships 

between latent variables and explicit variables are 

determined through the confirmatory factor load. 

Moreover, the relationships between reagents and 

latent variables are investigated to evaluate the 

accuracy of each reagent in measuring the desired 

component.  In Table 2, the concepts and symbols of 

research as well as the variables shown in each of them 

are stated, and the “sign” is used to observe the paths 

of the factor loading.  

However, in the second stage, the relationships 

between the hidden variables are determined through 

structural modeling.   In this section, the effect of the 

desired components on each other is measured using 

structural modeling based on the conceptual model of 

the research. The study of the structural path analysis 

of the conceptual model, which expresses the standard 

coefficients of the effects of the relationships between 

the research variables, shows the number of significant 

numbers.  Numbers with significance coefficients 

higher than 1.96 indicate the confirmation of the 

hypothesis that there is a significant relationship 

between the two variables. 

 

 
 

 

 
 

 

 
Table 1. Descriptive statistics of demographic variables 

Investor Type variables Variables type % 

non-professional 

Gender 
Female 42 % 

male 58 % 

Hiring independent accounting 100 % 

Investment shares 103  /thousand 

Stock trading is part of business activity 20 % 

professional 

Gender 
Female 0 % 

male 100 % 

Hiring independent accounting 10 % 

Investment shares 210 /2 / thousand 

Stock trading is part of business activity 86 % 
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Table (2), concepts, research factors, and their signs 

group variable sign 

non-professional 

Credit Management a1-a15 

Disclosure level b1-b23 

The reassuring dimension of the auditor c1-c16 

Independence of auditor comments d1-d15 

financial reporting quality e1-e21 

Significant distortion risk f1-f14 

The amount of investment g1-g14 

modification in the type of auditor report h1-h4 

professional 

Credit Management aa1-aa15 

Disclosure level bb1-bb23 

The reassuring dimension of the auditor cc1-cc16 

Independence of auditor comments dd1-dd15 

financial reporting quality ee1-ee21 

Significant distortion risk ff1-ff14 

The amount of investment gg1-gg14 

type of auditor report modification hh1-hh4 

 
Table 3. Factor analysis and significant numbers of the first order (H1) 

group Non-professional professional 

results 
Hypothesis Factor load 

Significan

ce level 

Factor 

load 

Significanc

e level 

the difference between the views of professional 

investors and non-professional investors 

regarding the level of credibility of the firm's 
management in case of modification in the level 

of disclosure 

48/0 00/0 50/0- 00/0 
There is a 

difference. 

the differences between the views of professional 
investors and non-professional investors 

regarding the independence of the auditor when 

changing the level of disclosure reported by the 
auditor 

48/0- 00/0 45/0- 00/0 
There is a 
difference. 

the differences between the views of professional 

investors and non-professional investors 

regarding the quality of reporting if the level of 
disclosure reported by the auditor modifications 

49/0 00/0 48/0- 00/0 
There is a 

difference. 

the differences between the views of professional 

investors and non-professional investors 
regarding the occurrence of material 

misstatement risk not reported by the auditor if 

the level of disclosure reported by the auditor 
modifications 

46/0- 00/0 50/0- 00/0 
There is a 

difference. 

Investigating the differences between the views 

of professional investors and non-professional 
investors regarding the modification in the 

amount of investment is different if the level of 

disclosure reported by the auditor's modifications 

52/0 00/0 51/0- 00/0 
There is not any 

difference . 

 
 

 

As Table 3 shows, for non-professional investors, the 

modification in the level of disclosure reported by the 

auditor has a positive and significant effect on the 

credibility of the firm's management; while this 

amount is negative and significant for professional 

investors; which indicates there is a difference in the 

views of professional and non-professional investors 

with the modification in the level of disclosure 

reported by the auditor, regarding the level of 

credibility of the firm's management. 
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This may also apply to modifies in the level of 

disclosure reported by the auditor and the amount of 

investment and the quality of reporting. In other 

words, there is a difference in the perception of 

professional and non-professional investors about the 

quality of financial reporting and the amount of 

investment if the level of disclosure reported by the 

auditor modifications; which indicates that 

modification in the level of disclosure for professional 

investors reduces the quality of financial reporting and 

the amount of investment. For non-professional 

investors, the quality of financial reporting and the 

amount of investment increase.  

As Table 3 displays, there is no difference between 

the views of professional investors and non-

professional investors regarding the auditor's 

independence and the occurrence of unreported 

significant risk of distortion when the level of 

disclosure reported by the auditor modifications; since 

the relationship is negative and significant for non-

professional investors and the measure is negative and 

significant for professional ones. 

 

Table 3. Factor analysis and significant numbers of the first order (H2) 

group Non-professional professional 
results 

Factor load Hypothesis Factor load 
Significance 

level 
Factor load Hypothesis 

the difference between the views of 

professional investors and non-

professional investors regarding the level 

of assurance in case of modification in the 

level of credibility of the firm's 

management 

45/0 00/0 49/0- 00/0 

There is a 

difference. 

the differences between the views of 

professional investors and non-

professional investors regarding the 

independence of the auditor when 

changing the level of credibility of the 

firm's management 

48/0 00/0 46/0 00/0 

There is no 

difference. 

the difference between the views of 

professional investors and non-

professional investors about the quality of 

reporting in case of modification in the 

level of credibility of the firm's 

management 

51/0 00/0 47/0- 00/0 

There is a 

difference. 

the difference between the views of 

professional investors and non-

professional investors about the quality of 

reporting in case of modification in the 

level of credibility of the firm's 

management 

47/0 00/0 46/0 00/0 

There is no 

difference. 

the difference between the views of 

professional investors and non-

professional investors about the change in 

the amount of investment is different in 

case of a modification in the level of 

credibility of the firm's management 

44/0 00/0 49/0- 00/0 

There is a 

difference. 

 

As Table (4) shows, for non-professional investors, a 

modification in the level of credibility of the firm's 

management has a positive and significant effect on 

the auditor's assurance dimension. While for 

professional investors, this amount is negative and 

significant; which indicates there is a difference in 

terms of the views of professional and non-

professional investors with the modification in the 

credibility of the firm's management, regarding the 

auditor's assurance dimension.  This may also apply to 
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modifications in the level of credibility of the firm's 

management and the amount of investment and the 

quality of reporting; that is, there is a difference in the 

perception of professional and non-professional 

investors about the quality of financial reporting and 

the amount of investment in the event of a 

modification in the level of credibility of the firm's 

management.  This indicates that by changing the level 

of corporate governance, for professional investors, the 

quality of financial reporting and the amount of 

investment decreases. However, for non-professional 

investors, the quality of financial reporting and the 

amount of investment increase. 

Therefore, as Table (4) shows, there is no 

difference between professional investors' opinions 

towards non-professional investors regarding the 

independence of the auditor and the occurrence of 

distortion risk with unreported material when changing 

the level of credibility of the firm's management. 

However, this relationship is negative and significant 

for professional and non-professional investors.  

After estimating the model parameters, the 

question that arises is to what extent the model is 

compatible with the relevant data. The response to the 

question may seek through the fitness of the model. 

Therefore, numerous criteria and indicators for fitting 

the model of specialized structural equations are 

studied and analyzed; and explain how to interpret the 

overall fit, the measurement fit, and the structural fit of 

the model while expressing the conditions and 

characteristics of each.  

 

 

Graph of standard coefficients of research variables 

 

 

 
 

 

 

Professional 

investors 
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Figure (1), the value of standard coefficients of research variables 

 

 
 

 

Non-professional 

investors 

Professional 

investors 
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Figure (2), based on the significance of the relationship between two-to-two variables 

 

Quartile 2 (Q2) 
Quartile 2 determines the predictive power of the 

model and if the value of Q2 in the case of an 

endogenous structure achieves three values of 0.02, 

0.15, and 0.35; however, it indicates the weak, 

medium, and strong predictive power of the structure 

or related exogenous structures, respectively. It is 

necessary to mention that the value of this criterion is 

calculated only for endogenous structures of the model 

whose characteristics are of reflective type. As Table 6 

shows, all the variables provide strong predictive 

power.  

 

Table 5. The predictive power of the model 

group variable 1-SSE/SSO predictive power 

Non-professional  

Credit Management 35/0 high 

Disclosure level 37/0 high 

The reassuring dimension of the auditor 36/0 high 

Independence of auditor comments 39/0 high 

financial reporting quality 37/0 high 

Significant distortion risk 40/0 high 

The amount of investment 38/0 high 

the type of auditor report modification 42/0 high 

Profession 

Credit Management 36/0 high 

Disclosure level 38/0 high 

The reassuring dimension of the auditor 35/0 high 

Independence of auditor comments 38/0 high 

financial reporting quality 36/0 high 

Significant distortion risk 39/0 high 

The amount of investment 41/0 high 

type of auditor report modification 37/0 high 

 

Non-professional 

investors 
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R-squared (R2) 
The R-Squared criterion is applied in the structural 

part of structural equation modeling and indicates the 

amount of prediction of the behavior of an endogenous 

variable by one or more exogenous variables. The 

higher the value for the endogenous variables of the 

structural model, the better the selection of the selected 

variables in the model. As Table 6 shows, roughly 

27.15 and 27.18% of the behavior of the management 

credit variable for the non-professional and 

professional groups are due to the model behavior, 

respectively, and the remaining values are related to 

the external variables. However, roughly 21.12 and 

25.19% of the behavior of the disclosure level variable 

for non-professional and professional groups is a result 

of the model behavior and the remaining values are 

related to the external variables. 

Approximately, 21.36 and 25.23% of the variable 

behavior of the auditor's reassurance dimension for the 

non-professional and professional group is attributable 

to the model behavior, and the remaining values are 

related to the external variables.  Roughly, 25.32 and 

27.12% of the behavior of the variable is the 

independence of the auditor's opinions for the non-

professional group as a result of the behavior of the 

model and the remaining values are related to the 

external variables. Moreover, 32.42% and 35.32% of 

the behavior of the quality of financial reporting 

variable for non-professional and professional groups 

is a result of the model behavior and the remaining 

values are related to the external variables. 

Approximately 27.31% and 37.32% of the behavior of 

the risk variable are significant distortions for the non-

professional and professional group attributable to the 

model behavior and the remaining values are related to 

the external variables. Furthermore, 33.24 and 24.26% 

of the behavior of the variable is the amount of 

investment for the non-professional and professional 

group as a result of the behavior of the model and the 

remaining values are related to the external variables. 

Finally, 24.26 and 28.19% of the behavior of the 

variable in the type of auditor report for non-

professional and professional groups is attributable to 

the behavior of the model and the remaining values are 

related to the external variables.  

 

Table 6. R-Squared value evaluation 

group متغیر R-Squared 

Non-professional  

Credit Management 15/27 

Disclosure level 12/21 

The reassuring dimension of the auditor 36/21 

Independence of auditor comments 32/25 

financial reporting quality 42/32 

Significant distortion risk 31/27 

The amount of investment 24/33 

type of auditor report modification 26/24 

Profession 

Credit Management 18/27 

Disclosure level 19/25 

The reassuring dimension of the auditor 23/25 

Independence of auditor comments 12/27 

financial reporting quality 32/35 

Significant distortion risk 32/37 

The amount of investment 26/24 

type of auditor report modification 19/28 

 

 

Discussion and Conclusion 
to respond to users' demands to improve the auditor's 

report with the aim of greater transparency, 

standardization bodies have added a new section 

entitled key audit matters to the auditor's report. 

However, the section provides more information for 

users of audited financial statements to help them 

recognize the matters that were most material in 

auditing current period financial statements based on 

the auditor's professional judgment. The paper 

evaluates the views of professional and non-
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professional investors on the critical audit matters in 

the auditor's report. Moreover, the findings show 

investors believe identification and disclosure of key 

audit matters increase the information value of the 

auditor's report, reduce the uniformity/standardization 

of the auditor's report, increase the auditor's 

professional and legal liability, improve investor 

decision making, improve audit quality, and increase 

auditor independence. Nevertheless, the opposite is 

true for non-professional investors. The findings are 

like the IAASB and Deloitte, Ernst & Young, KPMG, 

Grant Thornton, Certified Public Accountants of 

Canada, the National Audit Office, and Christensen et 

al. (2014), who revealed that the disclosure of the key 

audit matters influences investors' decisions, and Silo 

& Flop (2015) who showed that key audit matters 

show a positive effect on the audit reporting process.   

Additionally, the results of structural modeling show 

that there is a difference in the views of professional 

investors compared to non-professional investors 

about the independence of the auditor when changing 

the level of disclosure reported by the auditor.  For 

non-professional investors, the relationship is negative 

and significant; however, positive and significant for 

professional investors.  As professional investors know 

that disclosing key audit matters reduces the 

probability of investing in a firm since the disclosures 

offer more information. Modifying the auditor's report, 

Grant Thornton (2013) supported the insertion of the 

key audit matters in the auditor's report and states that 

the auditor may be considered the primary source of 

information for the entity or that the description of key 

audit matters may turn into clichéd over time or may in 

some cases be considered a defect in the disclosure of 

financial statements. Furthermore, Grant Thornton 

states that 

 “we as auditors are unable to predict the user's 

conclusions f key audit matters; however, the 

sensitivity of the auditor's information and 

responsibilities need to be kept confidential at all 

times”.  

Additionally, users hold different requirements 

that may arise from factors such as regional, legal, or 

industry expectations.  Therefore, it may be necessary 

for the IAASB to provide the necessary resources and 

training items for users to get a better understanding of 

the audit reporting model. Moreover, executive 

guidance may be required to deal with situations where 

the manager or governing body objects to the auditor 

disclosing key matters since the matter's description 

includes the concept that the entity has information 

that it considers sensitive and confidential.  

There is a difference between the views of 

professional investors and non-professional investors 

about the occurrence of distortion risk and the material 

not reported by the auditor in the event of a change in 

the type of auditor's report.  For non-professional 

investors, this relationship is negative and significant, 

and positive and significant for professional investors. 

The findings provide information on the differences 

between financial reporting systems for professional 

and non-professional users. Therefore, the main source 

of information can be considered as follows: users 

perceptions of having separate comments on key audit 

matters, non-acceptance of auditor comments by users, 

differences in key audit matters because of 

professional judgment by auditors, increased audit 

costs, negative effect on the relationship between the 

client and the auditor, increasing the pressure from the 

client on the auditor to prevent the publication of key 

audit issues, the perception of the auditor by users. The 

findings are similar to those of CPA Australia, CPA 

Canadian, KPMG, Grant Thornton, Deloitte, and Ernst 

& Young.  

Moreover, the results show that the change in the 

level of disclosure reported by the auditor shows a 

positive and significant effect on the credibility of the 

firm's management; while, it is negative and 

significant for professional investors.  This means that 

there is a difference in the views of professional and 

non-professional investors with the change in the level 

of disclosure reported by the auditor, regarding the 

level of credibility of the firm's management. This also 

applies to modifications in the level of disclosure 

reported by the auditor and the amount of investment 

and the quality of reporting; that is, there is a 

difference in the perception of professional and non-

professional investors about the quality of financial 

reporting and the amount of investment if the level of 

disclosure reported by the auditor modifications. 

Accordingly, the research results show that non-

professional investors have poor insight into the 

importance they place on the characteristics of 

modification in the type of auditor reporting due to 

investment-related decisions and judgments; however, 

this issue is more important in the decisions and 

judgments of professional investors. That is, the more 

relevant reporting data, irrespective of its reliability, 
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the more influential is in the opinion of the auditor’s 

reporting users.  
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