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Does Auditor’s Perception of Fraud Affect the Disclosure of Key Audit Matters?

ZHANG Ting', ZHANG Dunli’

(1. School of Government Auditing, Nanjing Audit University, Nanjing 211815, China;
2. School of Accounting, Zhongnan University of Economics and Law, Wuhan 430073, China)

Abstract: This paper takes Chinese A-share listed companies that implemented new audit reports as the research object and examines how
auditors communicate their perceived material misstatement risks in the key audit matter paragraphs from the perspective of corporate fraud.
We find that auditors’ perception of fraud affects their disclosure of key audit matters; that is, compared with companies without fraud, audi-
tors disclose more types of key audit matters, more risk topics, and differentiated content in the audit report of fraudulent companies. Fur-
ther study found that fraudulent companies have higher operating and material misstatement risks, and auditors are more likely to be implica-
ted in legal proceedings. Moreover, we also find that the impact of financial fraud on auditors’ disclosure of key audit matters is more likely
to occur when auditors are more experienced or invested more in audit investment.

Key Words: financial fraud; key audit matters; audit risks; audit experience; audit input ; audit opinion; audit quality
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