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Abstract

The study examines the impact of the audit company's reputation on the
relationship between the content of the key audit matters (KAMs) and stock
price crash risk. Using stakeholder theory and signaling theory, the study
develops a framework for defining, analyzing, and forecasting the impact of
the audit company's reputation on the relationship between the content of the
KAMs and stock price crash risk. The data were gathered from 119
companies listed on the Saudi Stock Exchange over a six-year period (2017-
2022). There were two major steps in the empirical study. The first step is to
use the content analysis approach to identify the nature and the extent of the
KAMs information. The second step involved developing and implementing
statistical tests to test the study hypotheses.

There were three findings in that study. First, there are significant differences
between the economic sectors in the nature and scope of the accounting topics
information in KAMs, including information on financial assets, information
on non-financial assets, and information on revenue. Second, there is a
significant positive relationship between stock price crash risk and the extent
of accounting topics information in KAMs. But there is no relationship
between stock price crash risk and the extent of audit procedures of the
accounting topics information in KAMs. Thirdly, there is a significant impact
of the audit firm's reputation on the relationship between the risk of a stock
market crash and the extent of information on accounting matters in the
KAMs.

Generally, the study provides evidence that there is a positive relationship
between the stock market crash and the extent of accounting topics
information in KAMs, regardless of its nature. In addition, there is a
significant positive impact for the audit company's reputation on the
relationship between the stock market crash and the extent of accounting
topics information in KAMs.

Keywords: key audit matters, Stock price crash risk, Audit company's
reputation
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g Uaty Alalall S il 5 AV dpudadl Cile guin sall Cila slae daal e Silel ya) Glhas
el 00 %7 %9 Nl e diay dsall dle Il pllay Ja¥) Alysh oLl
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Baa e EMJSJA\JQS)H\QHABS}
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an) g oladl o Cpbil) Jalat il s dgsadaall Gl gaa gal) e plas Az
Sum of Squares def. | Mean Square| F Sig.
DIS.NFIN Between Groups 18.858 12 1.571 7.842 | .000
‘Within Groups 140.470 701 .200
Total 159.328 713
DIS.FIN Between Groups 16.892 12 1.408 7.192 | .000
‘Within Groups 137.204 701 196
Total 154.097 713
DIS.REV Between Groups 10.692 12 891 3.727| .000
'Within Groups 167.606 701 239
Total 178.298 713

SIS g Aaliaal) Aabaidy) cileUadll Ay sina 39 8 392 ¢(5) ad) @bl Jgaad) (e ey
il slee ALl J seal) Cila slaa (e JS Argida G (e s e gl JS Jals Sl o
Gl il A pall 5 At 1) gaY1 8 88 Aa ol Cula) ) e slaa g AWl pe J g
DLEAY aa) g o) el dalas (o gbod ekt oy o) 4dl Ble) ye pa Al Hall 5 58 JOIA Ll
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Sum of Squares df [(Mean Square| F Sig.
DIS.FIN Between Groups 997368 12 83114 8.260 | .000
Within Groups 7053484 701 10062
Total 8050853 713
DIS.NFIN Between Groups 1879492 12 156624 | 8.608 | .000
Within Groups 1275 701 18194
Total 1463 713
DIS.REV Between Groups 194013 12 16167 47161 000
Within Groups 2403124 701 3428
Total 2597138 713
AUDFA Between Groups 274 12 22 2222 010
Within Groups 7228 701 10
Total 7503 13
AUD.NFA Between Groups 345 12 28 21134 013
Within Groups 9454 701 13
Total 9799 713
AUD.REV Between Groups 151 12 12 2.659 | .002
Within Groups 3332 701 4
Total 3484 713
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DUVOL,, =log{(n, 1) ¥ w*,. [(n, - 1)2 W | 1)

Down
e
Jiud I dgaie e o) lani se 0585 ) de gendl) Cilaaliic sae (e el g
L_‘vjciu(;iaﬁia@cw“i'lu_ﬁ'ljcQﬁ&d!&swlﬁlmma_\c&ﬁ n

o8 Gill) g3 5al) 38 & gunall (DUVOL AT ) Jid (0 il (e Raf 8335 iy
Al agud Jland gl sha pliis) I o(1)

(3) 485 (2) a8 0l paad saill A Lua 5 ¢(1) 8y Gobad) JSEIL LS ¢ Canll jUa) HLasY
sl e Gl A Gl g JsY) Gl L) g«

SPCRit = po + p1 DIS.REV it + p2 DIS.FIN it + f3 DIS.NFIN it + p4 AUD.REVit + Bs AUD.FAit
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+ fa AUD.NFAit + 7 Sectorin + s EPSit + o SIZEit + fro LEV it + &
SPCRit = Bo+p1 DIS.ACit + 2 AUDPit + pas AUD.REPit + p+ AUD.REPit * AUDPit
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. Z 7 - E P y [
02|25 B (2|5 58|88k
R RN N R 2
SPCR Pearson Correlation 1].062 | .051 |.001 | .019 | .024 |-.007 | .090 | -.070 | .008 | .096 |-190
Sig. (2-tailed) 040 | .043 | .034 | .611 | .521 | .858 | .016 | .061 | .828 | .010 | .000
DIS.REV Pearson Correlation 1 |-.081|-.032| .543 |-.018 |.024 | .180 | -110 | -.080 | .076 [-.021-
Sig. (2-tailed) .031 | .393 | .000 | .638 | .523 | .000 | .003 | .032 | .042 | .572
DIS.NFIN Pearson Correlation 1 [-319] -.047 | .456 (-.190( .200 | .118 | -.098 | -.007- | .099
Sig. (2-tailed) 000  .208 | .000 | .000 | .000 | .002 | .009 | .855 | .008
DIS.FIN Pearson Correlation 1 |-.004-|-162 | .468 | -127 | .119 | .189 | .030 | .055
Sig. (2-tailed) 013 | .000 | .000 | .001 | .001 | .000 | .423 | .142
AUD.REV Pearson Correlation 1 |.317 |.378 | .137 (-.011 [-.057 | .023 |-021-
Sig. (2-tailed) .000 | .000 | .000 | .762 | .131 | .532 | .567
AUD.NFA Pearson Correlation 1 181 | 126 | .018 | -.055 | .038 | .031
Sig. (2-tailed) 000 | 001 | 623 | 143 | 314 | 416
AUD.FA Pearson Correlation 1 |-072 ] .053 | .037 | .076 |-.008
Sig. (2-tailed) 056 | 155 | 327 | .043 | .836
Sector Pearson Correlation 1 113 | 120 | -.044 | 015
Sig. (2-tailed) 003 | .001 | 244 | .690
Size Pearson Correlation 1 -.022 | -.004 | .235
Sig. (2-tailed) 564 | .924 | .000
EPS Pearson Correlation 1 =117 | -.074
Sig. (2-tailed) 002 | .047
LEV Pearson Correlation 1 -122
Sig. (2-tailed) .001
AUD.REP Pearson Correlation 1

Sig. (2-tailed)
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0.001 2933 0.044 s DIS.REV
0.005 2.976 0.049 i DIS.NFIN
0.009 2.991 0.040 s DIS.FIN
-0.007 40.642 0.521 s AUD.REV
0.002 0.333 0.739 i AUD.NFA
0.001 0.048 0.962 s AUD.FAit
-0.187 5.511 0.000 i) Sector
0121 0.765 0.444 i, Size
0.325 3.5M 0.000 ey LEV
-0.0027 0.522 0.602 o) EPS
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& el lee Nl e (1009) «(,005) ¢«(,001) s sbesi Al J gual) pualic il slas
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e 4l Aaiil) o3 5 Al Jgeal) jualic e sl s ALl e Jgal) jualic cilasleas
Zhi ) 50 ae dagiill o34 (i )l Lein « Boonyanet, and Promsen(2018) 4wl )y il
) Y (5 sivna 8 DAY ) il 8 o sl 8 cad) s a5 .and Kang (2021)
o JS Al 0 oXxile 1385 «Zhi and Kang (2021) 4wl o dalladl du) all o 4
< ekl s «Gutierrez et al.(2018); Lennox et al. (2022); Reid et al., (2019)
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