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The Effect of the Disclosure of Key Audit Matters
on Investors’ Judgments of Auditor Liability

Rong-Ruey Duh” Hsiao-Lun Lin~  Te-Kuan Lee

Abstract: This study examines whether the disclosure of key audit matters (KAM)
affects investor’s judgments about auditors’ negligence and legal liability, and whether
KAM content (boilerplate vs. tailor-made) affects these judgments. We adopted a 3x1
between-participants design, and recruited 61 EMBA students to represent unprofessional
investors and participate in the experiment. Compared to participants in the “no KAM
disclosure” condition, participants in both boilerplate KAM and tailor-made KAM
conditions perceived a lower degree of auditor negligence and legal liability when the
amount of inventory was overstated subsequent to the issuance of audited financial
statements. However, there was no significant difference in the judgments between
participants in the boilerplate condition and in the tailor-made condition. Mediation
analysis shows that the disclosure of KAM reduces negative affect of auditors, which in
turn lowers judgments of auditor negligence and legal liability.
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WAhBEMELPER T LERTAGE S Fla B EE Ol g FHRRETR
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REBTHRLIAREFTSR > 22 A4 7 43 15 42 & - Kadous and Mercer (2012)17 # & 13
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Panel A : >3R4k ~ (N=61)
GENDER 0.672 0.473 0 0 1 1 1
AGE 46.230 6.612 35 45 45 45 56
EXPER 20.820 6.354 6 18 20 25 35
FAM 5770 2.305 0 4 6 7 10
Panel B: & B 4 4 % % 78 = (N=21)
GENDER 0.571 0.507 0 0 1 1 1
AGE 47.714 6.679 35 45 45 56 56
EXPER 22.905 5.890 10 20 20 27 35
FAM 6.429 2.249 2 5 7 8 10
Panel C: #|; M4t F 38 2 (N=21)
GENDER 0.810 0.402 0 1 1 1 1
AGE 45.143 5.756 35 45 45 45 56
EXPER 20.000 6.213 12 15 20 22 35
FAM 5.857 2.726 0 5 6 7 10
Panel D: Z #M4z4 %% 7 2 (N=19)
GENDER 0.632 0.496 0 1 1 1 1
AGE 45.789 7.428 35 45 45 56 56
EXPER 19.421 6.388 6 15 20 24 32

FAM 4.947 1.615 3 3 5 6 8
% &  GENDER: %2 iiu] - ¢ T 0. -
e F D FAM T S8 v B 0 R 8 eni
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(N=42) 78 e (N=40) 7 e (N=40)

T-value/ p-value T-value/ p-value T-value/ p-value

chi-square chi-square chi-square
GENDER 2.79 (0.095) 0.15 (0.698) 1.58 (0.208)
AGE 1.34 (0.189) 0.86 (0.394) -0.31 (0.758)
EXP 1.55 (0.128) 1.79 (0.082) 0.29 (0.773)
FAM 0.74 (0.463) 2.37 (0.023) 1.27 (0.213)
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APER o FHRERY R REL FEK tt?oév‘%i‘~ AL g - WA 2 TES
Bm PR A O BRI REEFF LD RERE B e 27
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rEE Y ED 2 /}%(Bowlm, Hobson, and Piercey, 2015; Gimbar et al., 2016; Brasel et
al., 2016; Kachelmeier et al., 2020) » .3 & pl3E7 - is-@’ T REE L FEREA
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Panel A : >3¥%4# & (N=61)
NEG 6.082 2.519 0 5 6 8 10
CIVLIAB 5.541 2.527 0 4 5 7 10
KAM 0.656 0.479 0 0 1 1 1
AFFECT 4.869 1.784 0 4 5 5
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Panel B : & B4 %+ % 38 2= (N=21)

NEG 7.000 2.408 2 6 8 9 10
CIVLIAB 6.952 1.961 5 5 7 8 10
KAM 0 0 0 0 0 0 0
AFFECT 4.238 1.546 0 4 4 5 7
Panel C : #I;\ M4t A+ F 38 2 (N=21)

NEG 5.333 2.938 0 3 6 8 10
CIVLIAB 4.619 2.747 0 2 5 7 9
KAM 1 1 1 1 1 1 1
AFFECT 5.429 1.568 3 4 5 6 9
Panel D : Z #l A4t A 2 £ 38 2 (N=19)

NEG 5.895 1.853 2 5 6 7 9
CIVLIAB 5.000 2.236 0 4 5 7 9
KAM 1 1 1 1 1 1 1
AFFECT 4.947 2.094 0 4 5 6 9
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A 500 %32 5 10:CIVLIAB: S s ¢t § 22325 & 11 %E 4% (0-10) ¢

T¥ > 22aFE50° %223 F25 105 KAM: auks—-ﬂvgk' ZAPRE AT THELPEE ¢
FH 5L H s 0CAFFECT: 2 X4t g3 eng € > & 1188 4 (0-10) + 5% - 24 § 7 3
O>2t% e 510

AFIVREZEFEAE MW G APERLARE AT T EEHE
VEOREELE G AR EF TR B EAM RN 2 BR R F R
C BREE BT FEAW 5 2495958 248:p &4 W 5 0.091+0.005 £ 0.092:
T 10%8 F oK o - T B IR R TE T A PR g AR
BoAFiasge sy maoR L Nena ny L8 - 44505 THREES L4

N BMEAP IR LR AMELP TR L A KR VT RS
TEHWETFIRE IR om AAMEBAIPIA LS T WUMEL TR B2t
o BMERP TR FBE s BRI VT RF AT F I B2
EE G R G R Y o B EHAN § A AR ST gﬂémii
EAL A E R 0 A TRMEEPREA SN BaNP o 5 AG Y
E

"ﬁ‘-\ |
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24 BRLRHT

EMsELP TR e AL TR e AR ER
FINBAELETE I 2 EEMEELT TR A ZHMELPE

(N=42) (N=40) 7 % (N=40)
T-value p-value T-value p-value T-value p-value
NEG 2.01 (0.051) 1.61 (0.114) -0.71 (0.480)
CIVLIAB 3.17 (0.003) 2.94 (0.006) -0.48 (0.636)
AFFECT  -2.48 (0.018) -1.23 (0.227) 0.83 (0.413)

T TE T EEER

#2553 %EpM A o d A5V A AR HBMELPTR (KAM) & g3+
PP B A AZR ~ G BN EFER  REREFLAAM 8
B ARG o R T R K R (T ARF S DM Y (i
M a8 0676) Hap Sl > ¥ KF BEFE RIPM kR

% 5 Pearson #p i ¥

KAM NEG CIVLIAB GENDER AGE EXPER
NEG -0.266 1
(0.038)
CIVIAB -0.408 0.763 1

(0.001) (0.001)

GENDER  0.155 -0.117 -0.044 1
(0.232)  (0.370)  (0.735)

AGE -0.164 0.224 0.161 -0.119 1
(0.206) (0.083) (0.215) (0.360)

EXPER -0.244 0.072 -0.001 -0.223 0.676 1
(0.058)  (0.582)  (0.993)  (0.084)  (0.001)

FAM -0.209 0.035 -0.001 0.067 0.053 0.119
(0.107) (0.790) (0.993) (0.606) (0.687) (0.363)

1. 42550 5 4p B i B2 p-value -
2. B¥A K4k 1243

Vod g adeen (rokl o EREFL AN I SR FATE S AF R R E S
BRBGEFT AP BB - BREFIEHREDI BT AT L EETRE
AL AR PREREDS v A F AR -
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Migh P AR FTAHE T ELE i 21

BN T
EHFHADL Hrded 6457 0 d £ 67w KAMBF L |0 K& A
S MR PEIT L S o H P AP A R R R
NEFEHE FF A MRAPTTAPFL L R A RE-
AA s BPARL Y RS G R AN M AP T et MR T A TR f
FEFRAZIHEHF T E DA IR > FEH AL EFF A AR
REGFF R BLATFEO@ER Y MFLL > M AERRF 2 S8
%%gﬂéﬁﬁw FAF L AT 0 E SR AL A T B v B Tk (Ruegger and
King, 1992) » i&¥ it & i **“”t’ R T AT G A ED w M ROR T o 4p
Foeo 1 FRESEFHETFFAT T 2O PHF S 4 Keller, Smith, and
Swm@wﬂﬁ*’d*almivﬁ%ﬂﬁs%¢maaw,mﬁ£%*ﬁ?ﬁg
FRAE > EREGFRDR R TR AL TR G PR o

EFFE T TR R .

%6 BR- BEEE

VLE B A AL R S Rk UEFEAEE L Rk

i P-value % i P-value
INTERCEPT 3.461 0.191 4.896 0.053"
KAM -1.343 0.059" -2.366 0.001™"
GENDER -0.477 0.495 -0.009 0.989
AGE 0.125 0.059" 0.113 0.072"
EXPER -0.094 0.194 -0.122 0.076"
FAM -0.002 0.986 -0.082 0.545
N 61 61
F-value 1.72 3.30
Adj R? 5.67% 16.1%
A %#ck < VIF 1.984 1.984
DW & 2.127 2.118
10 777w 4 10% 1%k & % K E o
2. REATEFLELEL 3
3. VIF % % 2 #p e 713 (variance inflation factor ) 2 2 £ ® ; DW i& % Durbin-Watson %3+ & o

@A) S % ik 70 d £ 7 7 4v > CUSTKAM ##c > & ¢ 3567 & Pz
SR AR P VAT I AT > PAHY A A SAFRATHUNL
FIR 2 MEEEPER > P2 RPECHHN P I aER c PRS-
BFANS R RuMaEAP TR > EaRp A LR 2 PEEAN L PRS0 @
fEBEHNEPEF T EONERY o V- BV R SRFT A MRSl



2 Frg

ZERIAF > PREFEFEF T 0 RETAEAMA I RL LR T
L5 ]‘4‘ fg"‘l‘ﬁﬁj\‘ = e J'yﬁ" f“'}";}’%—r? 4m ﬁlﬁi}iﬁa%c s ‘F ] 33‘3;}-}\? A ﬁﬂ}l]‘{ﬁ( °

27 P HF3E- (RQL) ZRl#EE%

Mg A R R G R NEFFFATFES RRE

% #ic P-value % #ic P-value
INTERCEPT -0.802 0.821 -1.206 0.735
CUSTKAM 0.371 0.646 0.153 0.850
GENDER 0.074 0.935 0.216 0.812
AGE 0.179 0.029” 0.188 0.022”
EXPER -0.111 0.184 -0.125 0.135
FAM -0.026 0.886 -0.080 0.657
N 40 40
F-value 1.21 1.34
Adj R? 2.67% 4.17%
A%k~ VIF 1.713 1.713
DW T_E_ 2.310 2.110

1. 7 3 S%EE R R K
2. CUSTKAM FHE XA PR P MELP TR R g > B CUSTKAM % 5 1>
Bk 2 0 HepBlea & li 1.

-~ ﬁf’} IEIJ;:;é
(= )7 Airc%k il

o BiEMEL IR T LFUPRFT A EIFF o=t &
R KBRS A AR AR R AT A R g e Fp AT E
R F Y 2%k (mediation) 2 A 45 o d S F B RS (affect) 5 DATHE gL
AFr g 7n ik jgBrasel et al. (2016)* S F XS g R T o G Y F o 3
frag f (0108 A >0 A 2 f 6 - 108 A2 ¥ 26 ) B2 F 4§
PR R E AT afﬁﬁiﬁ%’iiﬁa‘%% BEPEF IR Y Rl AT
THH O FEFTALEIFAPHEY FRMEAPEORRI G R RIE 21
*mﬁ%ﬁ%ﬁ%%’ﬂaa?4ﬁﬁ 173 p et g > FltE f o B RER
ATEH G R I A ke R R AR g R E ER I LG 0 A
FREE g PR A ARD 6 pF s A0 { - K% (Lee, Amir, and Aviely,
2009) #F b FF EE o RRHN G P RARRE § T rim/i—awrj*»g 8
WARAMBEEPFIAL LB F A F P FRELT R #uf'*i' AR MR F S
B iR 4 3 PP F AT Eﬁﬂ FAER W ll"m;* s o HOT g
SRR € BUL 0 R Bk g T IRGE chE T o S it MHW*ﬁP Math P
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TGP A T LS A ﬁ”é*ﬁﬂé?*@ﬁﬁ*?ﬁﬂﬁ’
em FEH g EW—T;S“ ;i'ljﬁfr ° zﬁ{%Baron and Kenny (1986) » ~#* 7 i E#7

AFFECT = 7, + 7,KAM + 7,GENDER + 7, AGE + y,EXPERT + y,FAM + & ©)
LIAB = 5, + 5,KAM + 8, AFFECT + 5,GENDER + 5,AGE + 5,EXPER + 5,FAM +¢&  (4)

#AE) > AHTHEATEFRA 3R AFRFLEFHNEIFREEL
& f v antin o AFFECT eniE & 0-10 2 fF > ﬁ MR A e R EARL L6 oo i
@)Y RS K 3R f (AFFECT)» 2 £330 ¢ 7 M4t
A2 EPFL (KAM) & - B > FUBRSE T F O > L
TERREMELP IS EFFEM G2 I ¥ nf flekird 8224948
? KAM entalichg ¥ 5 0 (fxfics 09200 E g 10%48 ¥ -k ) & 4 %:ﬁl;‘i?—‘ﬁiéi‘]‘*v?
FrB R RN SMAAPE AL AP RIS -

18 BAMRLPTTATIHEAFHEPFRELBY

So RN RY

% #c P-value
INTERCEPT 5.626 0.004™
KAM 0.937 0.067"
GENDER 0.468 0.352
AGE -0.063 0.180
EXPER 0.059 0.254
FAM 0.003 0.974
N 61
F-value 1.36
Adj R? 2.92%
A% fck + VIF 1.984
DW i& 2.337

*

L77 A w A 10%s 1% 6 & A % KO
2. RErsFLAlei2.

% 97 Panel A ZRFZFSFEFEEFFORE > LFHFAEN P T
TR R FREEENT RGO AR ¢ Eﬂ%éiﬁ%fﬁ“\i%
iz » AFFECT é:gﬁx;rsgag:g; fo(eEER 1% ¥ kB ). £ 9 ¢ Panel Bt % &
o0 e R o~ AFFECT &2 KAM & @ 4t - & § 32 FF & P A2 cun 2 2R chd
ST ¢ 0 KAM ehiflics fi 3 ¥ > @ AFFECT ik BcnlBi % 5 f > 4 S8 %
W E TR R AR LR 20 A8l m A g AT T @Y
X KAM ehic e JRBEF 5 f > el | R FMA G #TT "% » & AFFECT



ZRN R

T adtAe Y fartk o AFT Y 8- 2 {7 Sobel Test ¥2 Goodman Test > 12 fg:n® 4
ek B FERFRE TR EHT 0 Mg A AR R 5 B #T > Sobel Test
2. T E% 1.718 » Goodman Test 2. T & % 1.758 » ¥ i 10%5Ag % K 3 o 12 € 3-F7 &
¥ 725 %#™ > Sobel Test2. T & 5 1.658 » Goodman Test 2 T i& 7 1.711 > 7~
vk 10%% F-KE > B o a® Ak o

%9 ¢ Ak g

Panel A : ¥ /i S et € 2 EFi2 2 E a5
VTR A ARR S R M ET AT T E G RRE

% #c P-value % #c P-value
INTERCEPT 6.654 0.009”" 6.312 0.019”
AFFECT -0.707 0.001™" -0.616 0.001™"
GENDER -0.233 0.709 0.052 0.938
AGE 0.081 0.173 0.076 0.231
EXPER -0.042 0.505 -0.061 0.371
FAM 0.028 0.824 -0.007 0.956
N 61 61
F-value 5.04 3.30
Adj R? 25.17% 16.05%
B #cdk < VIF 1.974 1.974
DW & 1.924 2.036

Panel B : ¥ 4 »x % jpli&
VOGP A AR G RRE NGV FATE L Rk

% #ic P-value % #c P-value
INTERCEPT 7.176 0.006™" 7.681 0.003™
KAM -0.725 0.261 -1.901 0.004™
AFFECT -0.660 0.001™" -0.495 0.004™"
GENDER -0.168 0.788 0.223 0.720
AGE 0.083 0.162 0.081 0.170
EXPER -0.055 0.397 -0.093 0.152
FAM -0.001 0.999 -0.080 0.526
N 61 61
F-value 4.43 4.63
Adj R? 25.56% 26.62%
A% fck + VIF 2.031 2.031
DW & 1.898 2.016

T3

1o 7 e w4 5% ~ 1% R A F K E
2. RIABFLEAL1E23.

ETT3
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il ERRE G L AL GRS R %P”#%€'l%ﬁﬁ
Q’ﬁ%@# Bl o Ba- 2RI o HBMEAP TR R g P
F e &gﬂﬁw%ﬁ&ﬁgﬂwaiﬁﬁﬁWEVﬂﬂ’M%Eﬁixi
ﬁiﬁ& BEE L f o tadA W 5-1.374 222308 p A B 5 0.074 £ 0.002 > § %
BEAFER- o TR R > RACMELP T A SRR e Fad
BEEEFFATF EndEr PRSI HEAP IR ARFLE
AL MELPENLT R HFELFE N PR (G
Bci 10150 p 5 0043) o S E 4 R HFRLH 0
Een|ET (A RRE §FFAT T Eame FRAlY o TR, R ik
A ] 5-0.825 82-0.760 > F ik 1%ATF K)o F S K R £ 2 W
BEPETL G R FER A SRS AR b gL A
AT R EHEF R E s A2 Aoak (TEE ) REGEE0778
él%%%kﬁ,%@Eﬁiﬁ%&%&éﬂ%mp@§oww"ﬁgfﬁ%i
FEAErt o FEFEN G aR L REF IS ek (TR, Rk
#c % -0.626 > iE 19687 F -k Fﬁ%éﬁiﬁ%ﬁmiﬁﬁis-lﬁn »p e % 0.019) o %
ERET I LFPPEALERERRREL S XA BFREL RS

(E)#3aF1 TR R aREFHELLLA

FLERRFE YR ARAY TR - RN LI ERE S
ZAEE LR LR R D Bk AP 'i%jil;’i’j‘%%é’;i% TIE {7 BB
: EEFFRARREEFFAET Emﬁﬁjﬁ’fa—il“ s AR B P E IR

B2 GRS EE L § o Glies w5 -1.404 2225215 p @A W] 5 0,092 2 0001 F
SR A PFER- AL R hREY > AL P T A SETE
AL G P AT F B2 PN CHRAPETAFTLE -
SARERA S MEEPETLT R HTRF LA PR (1
Bei 12030 p s 0048) - HLHHEPEFORE  BFPFAMEESFT
EehEt (g ARRY §VF AT T Edu Y o TR Rk Gk

> W] 5-0.673 ¥2-0.548 5 ¥ i 1%k F-LE) o FRS T g 0 2 B
RAPETLG R FFRrRFAN O PR PRI o FEEHE
PR A2 ink (TR RS -0628 E 1% F L M
LY E A REGEL-0648 p E5 0403) @ L EIEFRNEF I XU o Sl K
o g g o RIEF A e Aok (TRE $Hcic:-04060p &3
0.027 ; M4t A+ 78 RSB ¥c:-2032) 2 1%EFRE) « Bt %7 > L FH)
FLEF R ERFLFRF DA RFAFL RS -
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GEEFALR « ARG ARAIERE 0 B FHCAY e e MR dn kg Y 6
FRBEREFARL A A B A AR RS F RN AR

Fie > EH1TEFTRPIHFEFEARF > LTI 138% 39 BRFEL K
Ao 10 SR A APt s n FHTF S RBEHRAPTLEE o

d 4107 &> il‘ﬁ’—*ﬁ A v BT o | ._} TEEFLR vz B d_éj"g
PEFATFEORTRY > DR AR FLE c AFTE- BRI ERERAS S B
A > 2 NEG-CIVLIAB ¥2 AFFECT = B % #c T30t » A2 G F L8 - bt
Mt P TR eefAMeEa £ 27 - NEG - CIVLIAB 2 AFFECT 2. T+ 2%
SEET > T A% 5 181322236 p i ] 3 10% (FE ). babsts T
pETAMELIPEREY > 2 BRI TESE T T A5 109232 &
1200 WA EFFATF R G ARFLR R ARFIHELE
TR e R ML TR Y > - BB TH TSR T &4 9 5-092-
-1.03#2 129 p B F % 10% (L) -

Bal— 2 RIE > g ARR S AT E R A o ML P
$o0F R fidea ] 5-1163 121260 p @4 4 5 0.141 82 0.008 0 & F fik & 5]
TooRFMARGG T eivE H E 10%K FORE o Ty PR - Rl o BRI
ML TR REH EFFmAARE AT F e & 2 A4
ol tMEIE T AEFAR -

PARERINAS  MELPIALG R RIRELE L PR L (1
#cn 10310 p 5 0068) « $& KR ¥ MY B PRI EHF T
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AR AP o Kv%—*}fg)lgﬁm Frrazrd 42k (TRE Sk
-0.473 > p & 5 0.051; Fﬁ&éﬁ%‘ixﬁ%ﬁcf’%ﬁzé-O%S 'piEs 0394) > @ Agt
FFREf e o FEFE G R RIE A Y Aok (TRE
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