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The Impact of the Information Content of “Key Audit
Matters” Paragraph Related to the Valuation of Investments
Using Fair Value on the Quality of Investment Decision
an Experimental Study on the Investors in Egypt

Abstract

The objective of this research is to study and analyze the impact of
the existence of “Key Audit Matters” paragraph related to the valuation
of investments using fair value in the audit report on the investor’s rel-
lance on audit report, investment decision and confidence in this deci-
sion. The researcher relied on a sample of 95 financial analysts, inves-
tment managers and investment analysts (in a position to take invest-
ment decisions) in different sectors in Egypt.

The researcher designed a 2X2 between subjects experiment to inv-
estigate the impact of the disclosure of the “Key Audit Matters” parag-
raph in the audit report on the investors’ reliance on audit report, invest-
ment decision and confidence in this decision and whether these impac-
ts will differ with the different experience levels of investors.

The researcher relied on nonparametric tests to test the research
hypotheses and found no significant impact of the “Key Audit Matters”
paragraph on the investor’s reliance on audit report, however unexp-
ectedly, the investor’s investment and confidence in investment decis-
ion have decreased significantly in the case of the existence of “Key
Audit Mattesr” paragraph in comparison with its nonexistence in the
audit report. The statistical results didn’t change after the inclusion of

investor’s experience as a moderating variable.
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Accordingly, the researcher recommends the application of the new
international auditing standard ISA 701 in Egypt in order to increase di-
sclosure and transparency levels and reduce information, expectation
and communication gaps, also, the researcher recommends conducting
training sessions for investors and auditors in Egypt to make them aw-
are of the modifications in the audit report and the new international au-

diting standard.

Keywords: “Key Audit Matters” paragraph, Fair Value, Reliance on
Audit Report, Investor’s Confidence, Investment Decision,

Investor’s Experience.
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Al i LAY WD) Slas) LAY aats gl sl

A duhall Jae cl@lall HLidlY LGl 25y e aldie V) 43lSa) (g0 apaan]
SPSS ilasy) zalinll alasiuly Reliability Test ialae¥) jLadl shals caali
Aaie Yl AlSa) (£) ady Jsaall & Laa¥) s caasls .(DeCoster,2004) 20
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GROUP| N Rank | Ranks Whitney W z Slg. (2-
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1.00 47 | 48.26 |2268.00 J1116.000 | 2292.000 |-.090 .928
2.00 48 | 47.75 |2292.00
Total 95
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Ranks U :
ailed)

1.00 47 [53.79 |2528.00 ] 856.000 | 2032.000 |-2.062 | .039
CONFIDENCE 2.00 48 |42.33 |2032.00
Total 95
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Total 95
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GROUP N Mean |Sum of V'\\//Ihail?r?e- \Wilcoxon 2 élsyn(ga
EXP Rank | Ranks y W 9.
U tailed)
1.00 25 21.04 526.00 ]201.000 | 526.000 }1.133 257
AUDIT 400 |20 | 2545 |509.00
IREPORT
Total 45

1.00 25 | 26.82 670.50 ] 154.500 | 364.500 }-2.243 .025
CONFIDENCE 4.00 20 18.23 364.50

Total 45

1.00 25 | 26.76 | 669.00 ]|156.000 | 366.000 }-2.289 | .022
INVESTMENT  4.00 20 | 18.30 | 366.00

Total 45
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Ranks and Test Statistics

Sum | Mann- . Asy_m
EXP N Mean of [Whitney \Wilcoxon 7 [).Slg.
AVERAGE Rank W (2-
Ranks U \
ailed)
AUDIT .00 28120.82 |583.00 | 177.000 | 583.000 }-2.179 ] .029
IREPORT 1.00 20 129.65 |593.00
Total 48
.00 28 126.00 |728.00 | 238.000 | 448.000 |-.892 | .372
EONF'DENC 100 |20|22.40 |448.00
Total 48
.00 28 127.36 |766.00 | 200.000 | 410.000 |}-1.727 ] .084
'TNVESTMEN 100 |20|20.50 [410.00
Total 48

a. GROUP =2.00
b. Grouping Variable: EXP AVERAGE
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