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Abstract 
 
During the last decade, there has been severe critique directed at the auditing 
profession regarding its necessity and accuracy. Auditors have been accused of 
neglecting their duty to the public interest, which is overshadowed by their 
financial dependence on the audited companies. In light on several large audit 
failures, the users of the audit report have demanded more information be released 
regarding the company and the audit process. In response to this, several standard 
setting bodies have released new regulatory suggestions regarding the audit report. 
Among the revised regulations that are relevant to Sweden are the ISA 700 
(revised) and the newly created ISA 701, both of which become effective starting 
December 2016. FAR, the Swedish Professional Institution for Authorized 
Accountants and Auditors, have expressed concerns regarding the effect of the 
implementation of the Key Audit Matters in combination with the Swedish 
confidentiality clause, by which auditors must abide. These revisions are meant to 
increase the informative value of the audit report for the users, where the main 
users of the audit report are non-professional investors. Due to this, along with 
lacking research on the topic of Swedish non-professional investors in this context, 
we have chosen to focus our thesis on the effects of the changes to the audit report 
in relation to the investment behavior of this specific group.  
 
Research Question:  How is the Swedish adaptation of ISA 700 (revised) and ISA 701 
likely to impact the perceived value of the new audit report to young Swedish non-
professional investors? 
 
We have conducted an online questionnaire with an attached case, derived from a 
listed British company that has already made similar changes to their audit report 
format. Based on the responses of 100 young Swedish non-professional investors, 
we found that the new changes to the audit report, as we presented them, had 
positive effect on the young non-professional investors perception on the audit 
report. Of the respondents, 64% viewed the new audit report as significantly more 
informative than the current Swedish audit report. Both new information, in the 
form of the audit resolution paragraph, and useful information, in the form of the 
Key Audit Matters paragraph, statement of the audit firm, and movement of the 
audit opinion, was perceive by the respondents. In addition to this, we found that 
63% of our sample would read the audit report in the future, as compared to 49% 
today. However, we are unsure of whether these positive effects will be observe 
following the Swedish implementation of the changes, due to FAR and Swedish 
auditors hesitation toward the Key Audit Matters. 
 
Key Words: Auditor’s Report, Non-professional Investors, ISA 700 (revised), ISA 
701, Public Interest, Key Audit Matters 
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1. Introduction 
In this chapter, we will present the chosen topic for this thesis and the reasoning behind the 
research question. We will introduce the research question, purpose, and the research gap 
and explain why this is a relevant and necessary topic to study. 

1.1 PROBLEM BACKGROUND 
 

Auditing and accounting standard setters, both national and international, present the public 
interest as a central theme in their reports. Though there is no consensus on the definition of 
public interest, Thornburg & Roberts (2013, p. 83) define the public interest as “the 
commitment that obligates professionals to place the goal of the service to society ahead of 
self-interest considerations”. As external investors are reliant on the auditor's commitment 
to the public interest, they expect auditors to act according to the investors’ best interest 
throughout the auditing process. However, critics to the auditing profession during the last 
two decades argue, “the obligation to serve the public interest is plagued by inconsistencies, 
contradictions, and conflicts”. (Huber, 2015, p. 471) Due to a number of large audit failures 
in the late 1990’s and early 2000’s, such as Enron and WorldCom, the public’s trust in the 
auditing industry declined (Asare & Wright, 2012, p. 194). In order to cope with the 
changes in the industry, the focus of the audit firms transferred from the public interest to a 
self-interest, where protection from litigation and the perception of the audit firm were 
prioritized (Fogarty & Rigsby, 2010, p. 316). Fogarty & Rigsby (2010, p. 321) explain the 
shift in focus by pointing out the increased commercialism in the auditing industry, which 
sparked the need for competing strategies and client satisfaction as opposed to public 
interest considerations. Thornburg & Roberts (2013, p. 86) argue that the economic 
dependence of audit firms on their clients influence their behavior due to the necessity of 
protecting their revenues, which gives the audit firms less power and results in a lesser 
focus on the public interest. This argument is often met by the counter argument that 
auditors value their reputation capital more than an individual client, and aim to maintain 
pre-existing and future revenue streams through the maintenance of a good reputation 
(Thornburg & Roberts, 2013, p. 86). Öhman et al. (2006, p. 106) found that Swedish 
auditors are increasingly less focused on the investors, and are more focused on their own, 
and the audited company’s, good. Öhman et al. (2006, p. 90) also found evidence that 
supports the shareholders critique that the auditors are not protecting their interests. 
Zabihollah (2004, p. 136) shares this view, stating in their study auditors and accountants 
were primarily focused on ethical issues during the 1990’s.  
 
According to Öhman et al. (2006, p. 103), there is a gap between what the Swedish auditors 
do and what is perceived as important for shareholders. They claim that auditors devote a 
large portion of time on accounts that are easily verified, as opposed to those of 
considerable significance for the investors. This is further supported by the findings of 
Bazerman et al. (1997, p. 89) who found that the protection of management is valued higher 
than the communication with anonymous stakeholders in the eyes of auditors. Thornburg & 
Roberts (2013, p. 88) state that the auditing profession uses the public interest as something 
resembling propaganda, and has incorporated the idea into the audit firms’ code of conduct, 
which thereby protects them from outside criticism and questioning.  
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Asare & Wright (2012, p. 194), the EU Commission (2010, p. 3), and Bo Hjalmarsson, the 
chairman of the policy group, at FAR, working on changing the Swedish audit report 
(Lennartsson, 2015, p. 29), have all concluded that the financial crisis in the late 2000’s 
created an increased demand for additional information regarding the auditing process and 
the accounts which auditors focus their attention on. In an attempt to reverse the negative 
effects of the financial crisis on the auditing industry and the public interest, the standard 
setting body IAASB (2015, p. 3) has revised the current audit-reporting framework to 
increase transparency and provide new information to the investors thereby increase the 
informational value. Though this has resulted in the revision of several ISA regulations, the 
most critical changes to be adopted by Sweden are found in ISA 700 (revised), as well as 
the newly introduced standard, ISA 701.  The new audit report regulations are a response 
from the European Union’s politicians through IAASB to communicate their dedication 
and commitment to the public interest as well as provide a better audit report (Lennartsson, 
2015, p. 39; Simnett & Huggins, 2014, p. 720). As IFAC (2012, p. 19) stated in their 
Invitation to Comment (ITC), certain regulatory changes are mandatory while others are 
open for country specific adaptation. Sweden will adapt a few of the IAASB’s regulatory 
changes, most of which are the mandatory changes. Among these is the introduction of the 
Key Audit Matters (FAR, 2015a) from the newly created ISA 701 Communicating Key 
Audit Matters in the Independent Auditors Report (IFAC, 2015b), in which the auditors 
shall state the matters considered to have the highest risk of material misstatements during 
the audit process. Other changes regard the overall structure of the report from the revised 
ISA 700 Forming an Opinion and Reporting on Financial Statements (IFAC, 2015a). The 
structural changes to the Swedish audit report will include, moving the audit opinion form 
the end of the report to the beginning, requiring that the audit firm be clearly stated on all 
audit reports, and clearly stating the length of the audit tenure in the audit report. (FAR 
2015c, p. 3(17)) These changes represent an effort to increase transparency and provide 
more information to interested parties (Lennartsson, 2015, p. 29). Auditor’s unique ability 
to assess risks in the financial statements could, according to Long et al. (2013, p. C12), 
influence the investment behaviors of the users. However, FAR (2013, p. 8), is sceptical to 
the Swedish implementation, stating that the information presented in the Key Audit 
Matters is often very sensitive and may harm the company in question. FAR (2013, p. 9) 
supports the idea of voluntary reporting of Key Audit Matters, due to the potential risk that 
auditors face. However, the reporting of Key Audit Matters is mandatory in the changes to 
the audit report. Auditors have also expressed scepticism to the proposed changes, claiming 
that all the information that can be made public already exists in the current audit report and 
that the reformed audit report will only lead to the reassembling of the same information. 
(Djadvarpour & Larsson, 2014, p. 39) 
 
There are several gaps associated with the audit, which is a big factor to why users of the 
audit report critique the standardized report and something we would like to examine 
further. Simnett & Huggins (2014, p. 7, 8) emphasized three gaps in combination with the 
new audit report; (1) the expectation gap which is the difference of what users believe an 
auditor does as opposed to what an audit actually entails; (2) the information gap refers to 
the gap between what information users need and the information they receive and; (3) the 
communication gap that concerns the users understanding and the information they require 
versus how it is communicated through the audit report (Simnett & Huggins, 2014, p. 8). 
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The most important gaps with regards to this study are the information gap and the 
communication gap. Question 9, 14 and 15 in the IAASB’s (2012, p. 14-15) ITC, addressed 
proposed changes with regards to the communication gap including auditor judgment and 
restructuring of the audit report and it was concluded that the IAASB believe that the 
introduction of Key Audit Matters would contribute to decreasing the communication gap. 
Question 3, 8 and 10 in the IAASB’s (2012, p. 14) ITC covers the addition of an auditor 
commentary on the audit process and its expected effect on the information gap, meaning 
that additional information has the potential to decrease the user’s demand and thereby 
decrease the information gap.  
  
According to Christensen et al. (2014, p. 74), non-professional investors describe their use 
of the current audit report as no more than scanning it for deviations from the standard 
unqualified report form. In a study done by Carcello (2012, p. 24) concerning what the 
users of the audit report think of the current audit report and what the non-professional 
investor values, 77 percent of the respondents felt that the auditors should present and 
describe the account they deemed to be significant and the resolution. Asare & Wright 
(2012, p. 205) found that investors assess the importance of the audit report for their 
investment behavior at a significantly higher level than auditors. This indicates a difference 
between the value of the audit report for the users and the value to the users perceived by 
the auditors. Asare & Wright (2012, p. 205) also stated that the non-professional investors 
are the primary users of the audit report, and that non-professional investors find the audit 
report more useful than other user groups. Eklund & Nyström (2013, p. 52) found that the 
main areas of the audit report that the Swedish non-professional investors indicated as 
useful and informative are: disclosure of the greatest risk areas for material misstatements, 
an assessment of the company’s internal control system, any infringements on the 
accounting rules, and an assessment of the overall quality of the financial reporting.  
 
Previous changes have been made in an attempt to improve the audit report for the users. A 
revision of ISA 700 was introduced in 2006 in which the management and auditors 
responsibilities were rephrased in order to enhance the understandability for users as well 
as avoid any misconceptions regarding the auditor’s role and thereby decrease the 
expectation gap (Gold et al, 2012, p. 287). Gold et al. (2012, p. 302) found that these 
changes had no effect on the users perceptions of auditors and management, implying that 
the revisions to ISA 700 did not fulfill their purpose. In 2012, the U.K. implemented a 
version of the new ISA 700, ISA 700 (U.K. & Ireland), to improve the information 
communicated to the public through the audit report (FRC, 2013, p. 1). The U.K. adaptation 
of the IAASB regulations has several similarities to the impending Swedish adaptation, 
including the Key Audit Matters. Gutierrez et al. (2015, p. 26) and Lennox et al. (2015, p. 
25-26) found no consistent evidence that the new extensive audit report changed investor’s 
investment behavior or knowledge. However, Christensen et al. (2014) conducted a study 
in the U.S. after changes were made to the audit report. These changes included so-called 
Critical Audit Matters, which are strikingly similar to the Key Audit Matters of ISA 701, 
and showed that non-professional investors found the report with the Critical Audit Matters 
more informative than those without. Due to the differences in findings in the previous 
research, this is a relevant and necessary topic to study.  
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 1.2 PROBLEM DISCUSSION 
 
Based on the opinions presented in the problem background, we believe that the new audit 
report will either bring about a change of how companies are perceived and an increased 
understanding of the auditing profession for users, or solely provide a more extensive report 
filled with boilerplate language. If the auditors are reluctant to these changes because of 
increased litigation risk, and the users perceive no additional value, the audit report will be 
viewed as a compliance exercise (PwC, 2015, p. 9) and the objectives set out by IAASB 
will not be achieved. There are in fact several critical issues that might jeopardize the 
efficiency of the revised ISA 700 and the new standard ISA 701. The most controversial is 
the auditor’s choice of which Key Audit Matters to include (PwC, 2015, p. 4). One of the 
Big 4 audit firms, PriceWaterhouseCoopers (PwC, 2015, p. 5) state that the critical 
accounts will only need to be disclosed if the positive effects for the stakeholders are 
expected to outweigh the consequences for the company upon the publication of the Key 
Audit Matters. Practically, this means that if there are certain areas on which an auditor has 
spent a considerable amount of professional judgment, but the disclosure of this matter will 
harm the company more than it will help the public interest, that particular account does not 
need to be included in the audit report. This issue stems from the Swedish confidentiality 
clauses that are emphasized as a hindrance to the efficiency of the new audit report, as 
auditors are not allowed to disclose any information that may have the potential of harming 
the client. (Öhman et al., 2006, p. 91) Because of the increase information surrounding 
areas with considerable professional judgment, auditors are faced with an amplified 
litigation risk (Djavadpour & Larsson, 2006, p. 8; Long et al., 2013, p. 34; Öhman et al., 
2006, p. 91). The confidentiality regulations in Sweden, in addition to the extensive 
professional judgments required by the auditor, and the auditor’s seeming failure to fulfill 
their purpose of protecting shareholder interests (Öhman et al., 2006, p. 106) presents an 
interesting conflict that we would like to explore further. The outcome of our study will 
help to predict the potential effects of the new audit report’s success in serving non-
professional investors and the public interest in a Swedish context. 
 
As previously mentioned, investors are the main users of the audit report, and can be 
divided into two categories; professional and non-professional investors. Lenders and 
bankers are another user group of the audit report, however, these usually focus on whether 
the audit report is qualified or unqualified and disregard the remaining information (Gray et 
al., 2011, p. 669). In addition to this, lenders, bankers and analysts claim that regardless of 
more information being added to the audit report, their use of the report would not increase 
(Gray et al., 2011, p. 681).  Asare and Wright (2012, p. 211) found that investors as a user 
group find the current audit report more useful in making investment decisions than lenders 
and creditors. However, several sources (Cohen et al., 2011; Elliott et al., 2008; 
Frederickson & Miller, 2004) have found that the non-professional investors are an 
overlooked investor group as research has mainly been focused on professional investors. 
Non-professional investors are less knowledgeable (Bedard et al., 2012, p. A27) regarding 
which information has been audited and are known to use less information in their 
investment decisions (Sutton et al., 2010) than professional investors. This is one of the 
reasons to why we choose to focus on the non-professional investors. We believe that the 
changes to the audit report will provide more insight into the auditing process and give non-
professional investors a better idea of which information has been audited, as well as give 
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them more information, thereby decreasing the information and communication gaps. This 
combination will in theory aid non-professional investor in making more informed 
decisions. However, the question remains whether the additional information contains the 
information young non-professional investors need in evaluating a company. 
 
At this point in time, the audit report has previously seen changes regarding wording and 
clarification of concepts and responsibilities, all proven not to achieve their objectives 
(Gold et al. 2012, p. 302). This suggests that, historically, changing the content or wording 
of the audit report has had no effect on the users or the public interest. As the auditing 
profession seems to stray further away from the public interest and instead focus on the best 
interest of companies being audited, the international and national standard setters are 
making an effort to regain the trust lost in the last decade. Since the financial crisis, the 
relevance of auditing has been questioned and there are several sources that challenge the 
accuracy of the audit report. (Asare & Wright, 2012, p. 194; EU Commission, 2010, p. 3) 
This raises the question whether the ongoing changes in the audit report will have an 
impact on younger non-professional investors’ investment behavior, as it appears nothing 
has been affected in the past. This clarifies the relevance of conducting our study as 
changes in the standards are intended to satisfy the public’s need for information while 
FAR and auditors claim that, once again, nothing will change as far as the informational 
value of the audit report is concerned. In line with this, it is also interesting to examine the 
effect that the new regulations have on the communication and information gaps.    
 
The auditing profession has endured severe critique because of the inability to prevent the 
financial crisis. This has increased the pressure felt by standard setters and resulted in a 
reform of the audit report (effective December 2016), beneficial to the users. We believe 
that the potential positive effects of the ISA 700 (revised) & ISA 701 regulations should be 
observed primarily by non-professional investors as the main users of the audit report. The 
previous research done on the observed effects of the ISA 700 (revised) & ISA 701, based 
on the implementation of the regulations in the UK and Ireland, focus on the user reactions 
of corporate investors through an emphasis on the effects on equity valuation and other 
financial valuation analyses (Lennox et al., 2015). These investors may not have much use 
for the additional information provided in the new audit report, which can be explained by 
the fact that these investors have assessed the risk of the investments prior to reading the 
auditor report (Lennox et al., 2015, p. 18). However, we wish to explore the usefulness of 
the changes to non-professional investors, who are more reliant on the auditor’s opinion 
and risk assessment in order to make decisions concerning financial investments. This is 
more closely associated to the findings of Christensen et al. (2014, p. 83), regarding the 
U.S. implementation of similar standards, where the results displayed the positive affects 
for non-professional investors. By presenting non-professional investors with a case 
example of the new standards, we hope to evaluate the potential benefits of the impending 
changes for young non-professional investors in Sweden. 

1.3 RESEARCH GAP 
 
As stated above, the previous research that has been done relating to the Swedish 
adaptation of the IAASB’s ISA 700 (revised) and ISA 701 has been limited to the opinions 
of the Swedish standard setters and auditors. Previous studies have shown that these two 
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groups share the perception that the new regulations will not add any additional information 
of value to the users. Instead, the information that is already presented in the current audit 
report will be rearranged, and dispersed under various headings. The new audit report, they 
claim, will be an additional 4-5 pages of text, making it unnecessarily lengthy without 
adding useful information for the decision-making process of the users. (Lennartsson, 2015, 
p. 29) However, we have been unable to find any studies that attempts to evaluate the 
perceptions of Swedish users by introducing them to a case example of the new audit report 
nor any specific characteristics that affect how the audit report is perceived by non-
professional investors. The research on non-professional investors as a user group of the 
audit report is scarce in general regarding their characteristics and investment behavior. 
This is the first aspect of our gap. 
 
Due to the fact that the Swedish adaptation of the ISA 700 (revised) and ISA 701 will 
become effective starting December 2016 (Lennartsson, 2015, p. 29), we choose to use the 
implementation of similar regulations in the U.K. and Ireland in order to complete this 
study. After the implementation of the ISA 700 (U.K. & Ireland) in October 2012, several 
studies have been done on the effectiveness of the changes in regards to the impact of the 
users’ investment behavior. These studies have mainly found that the users of the audit 
report are unaffected by the changes. Many find that the information provided in the new 
audit report, did not add any additional knowledge about the companies that the user did 
not already have, and that the user determined the risk of the firm prior to reading the audit 
report. However, due to the use of variables such as equity and financial valuation to prove 
or disprove the usefulness of the new audit report, we perceive the users targeted in the 
study are mainly professional or corporate investors (Lennox et al., 2015, p. 18). Previous 
research has also shown that non-professional investors are often overlooked in business 
research (Cohen et al., 2011, p. 110; Roscoe & Howorth, 2009, p. 207). We feel that the 
aspects that may affect the younger non-professional investors investment behavior or 
understanding of the new audit report have been overlooked as well. We choose to look 
specifically at the younger non-professional investors due to the fact that we expect them to 
benefit the most from the proposed changes due to having limited experience in comparison 
to older non-professional investors, and we feel that they will have the longest use of the 
changes to the audit report. This makes up the second aspect of our research gap. 
 
We wish to combine these two gaps in order to predict how the Swedish adaptation of the 
new audit report will affect the younger non-professional investors’ perception of the 
usefulness of the information provided in the audit report. Based on the previous research 
and the current audit report in the U.K., we hope to fill the knowledge gap regarding how 
young Swedish non-professional investors react to coming reform. In addition to this, we 
will attempt to examine which characteristics are associated with young Swedish non-
professional investors.  

 1.4 RESEARCH QUESTION 
 
How is the Swedish adaptation of ISA 700 (revised) and ISA 701 likely to impact the 
perceived value of the new audit report to young Swedish non-professional investors? 
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 1.5 PURPOSE 
 
The purpose of this study is to investigate whether the Swedish adaptation of ISA 700 
(revised) and ISA 701 is likely to affect the communication and information gaps between 
young Swedish non-professional investors and auditors as well as examine if there are any 
characteristics that determine how the audit report is used today and whether these will 
impact the future utilization of the new report.  
 
In order to answer our research question, we have decided to divide the purpose into three 
separate parts: 
 

1. Examine the association between different characteristics of younger Swedish non-
professional investors in relation to their investment behavior and use of other 
available information. 

2. Explore whether younger Swedish non-professional investors perceive that the new 
audit report contains new information, as compared to the previous audit report, and 
which characteristics of the young non-professional investors affect the perception 
of new information. 

3. If younger Swedish non-professional investors perceive that there is new 
information, explore if this new information affects their utilization of the audit 
report, and if the characteristics of the non-professional investors affect their use of 
the future audit report. 

1.6 CONTRIBUTION AND TARGET AUDIENCE 
 
We hope to contribute to the ongoing discussion surrounding the effectiveness of the 
Swedish adaptation of the ISA 700 (revised) and ISA 701 regulations. By conducting this 
study we hope to add the perspective of the young Swedish non-professional investors to 
the existing speculations of the Swedish standard setters and the auditors about the 
effectiveness of the impending changes to the audit report. We hope to reveal the value, if 
any, of the new audit report to the younger non-professional investors, not only through 
examining the new information provided, but also by examining the way in which the 
information is provided (placement of opinion, Key Audit Matters, etc.) and how various 
characteristics affect this perception. We also hope to contribute further findings on how 
well the new audit report will serve to decrease the communication and information gaps 
present in the current audit report and affect the younger non-professional investors’ 
perception of transparency presented in the audit report. Practically, the findings of this 
study may affect the implementation of the new audit report, as an understanding of the 
younger non-professional investors perceptions of the changes may motivate auditors to 
avoid boilerplate language and instead present company-specific information that 
potentially benefit the users of the audit report. Our target audience consists of standard 
setters, auditors, users of the financial report, and other academics.  
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2. Theoretical Method 
The theoretical method chapter begins with a description of our previous knowledge 
regarding the subject and continues by clarifying our philosophical standpoints. 
Subsequently, we present our overall research approach and strategy as well as the 
literature search process and a critical review.  

2.1 PRECONCEPTIONS  
 
We have both studied three and a half years of international business administration at 
Umeå University prior to starting the thesis work. We have both chosen to major in 
accounting and auditing at a higher level. The topic of auditing is fairly new to both, as this 
was introduced during a 7.5-credit course (Advanced Auditing) as a part of a 30-credit 
Master level course (Accounting, Auditing and Control D).  Neither have any practical 
experience with auditing, though both have worked part-time with accounting related 
positions. Our knowledge of auditing is therefore limited to the short and theoretical course 
mentioned above. Neither of us has any personal experience with investing in stocks or 
shares of a company and therefore are not used to utilizing the audit report or other tools to 
form an opinion about a company. This in turn results in our survey containing more 
control questions and questions regarding the non-professional investors general investment 
behavior. All previous encounters with financial statement analysis and audit reports have 
been purely academic. Therefore, all other knowledge on the subjects has been acquired 
through literature searches throughout the thesis process. This means that our knowledge 
surrounding a majority of the theories presented in this thesis are so-called secondary 
knowledge. This, in turn, means that we have had to rely on the information presented in 
various publications and articles and critically review this information before using it in the 
thesis.  

2.2 EPISTEMOLOGY  
 
Flick (2015, p. 27) explains how epistemology is used in practice, including how 
epistemology facilitates the choice of practical method, how to critically view knowledge 
and how to overall make the research process better and yield more viable results. With this 
being said, there are two main approaches: positivism and interpretivism (Sardamov, 2015, 
p. 90). We felt that neither of these are in line with our purpose and chose to instead look at 
Karl Poppers branch off of positivism, a more in-depth approach called critical rationalism 
(Flick, 2015, p. 21).  
 
Critical rationalism denies the existence of absolute knowledge and is more interested in 
falsification than verification (Flick, 2015, p. 21). A majority of scientific theories are 
viable only if they can be falsified. This means that there are different alternatives that 
could explain a certain phenomenon and all but one are ultimately falsified until another 
study proves otherwise. It is important to note that the alternatives are not conclusively true 
or false, only strengthen or weakened by an additional source (Caldwell, 1991, p. 4; 
Sachdeva, 2009, p. 26-27). Therefore, the distinguishing feature of critical rationalism is 
the dismissal of an absolute truth (Ormerod, 2009, p. 456). Flick (2015, p. 21) describes 
how critical rationalism does not use a theory as a starting point and instead uses a problem 
or a conflict to base the hypothesis on. Our study is based on the opinions of Swedish 
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auditors and FAR regarding the view that the new audit report will not provide any 
additional information, which contradicts the objectives of the IAASB. This contradiction 
represents the problem that our research is based on. Through the use of the case example 
and the questionnaire format, we will test the viability of three scenarios based on our 
overall perception of young non-professional investors, our purpose, and the opinions of 
FAR and the auditors. These three scenarios are as follows: (1) There will be new 
information presented in the audit report, but this information will not be useful for the 
younger Swedish non-professional investors; (2) There will be new and useful information 
presented in the audit report which will affect the younger Swedish non-professional 
investors’ use of the audit report; and (3) There will be neither new nor useful information 
for the younger Swedish non-professional investors presented in the audit report. The 
results of our study will not provide absolute assurance, only another perspective to the 
discussion. Our findings represent the final scenario remaining after an elimination of all 
other possible scenarios regarding the novelty and usefulness of the information resulting 
from the changes to the audit report. This final scenario, in line with critical rationalism, is 
only viable until another researcher can disprove it in the future. Critical rationalism may 
be a quite contemporary research philosophy, but corresponds to our research more than 
any other well established philosophy and therefore we chose to adopt this approach.  

2.3 ONTOLOGY  
 
Jonasson (1991, p. 58) puts forward a comparison of the two ontological views, objectivism 
and subjectivism. Objectivism concludes that the social entity and its individuals learn from 
reality and replicates the perceived behavior in consequent situations. Therefore these 
individuals are relatively similar and the social entity is independent of external prejudice 
and opinions. Subjectivism entails that individuals and entities are influenced by external 
factors in different ways, creating differences in opinions due to individual interpretations 
of the world.   
 
On the subject matter chosen for this study, both ontological viewpoints are relevant for 
different aspects of the topic. One the one hand, the topic of this thesis relates to the ISA 
700 (revised) and ISA 701 regulations. These are rules and guidelines for how the audit 
report should be produced and are in their nature objective. They do not vary based on the 
individual structures of the countries by which the mandatory guidelines are implemented, 
nor do they appear differently in their implications. On the other hand, our study is 
associated with the topic of young non-professional investors and their perceptions and 
judgments. This is encompassed by the ontological viewpoint that is subjectivism. Non-
professional investors are constantly exposed to various realities and experiences, all which 
shape their interpretations. A non-professional investor’s individual experience, knowledge, 
age, gender, education, and other various factors are likely to impact and affect the way that 
they view and interpret the audit report and, in turn, it’s impact on their investment 
behavior. In addition to this, the auditors’ interpretation of the audit reporting regulations is 
assumed to be subjective as well, as a great deal of judgment of which information to 
present and how to present this information is involved in creating the final audit report 
following the implementation of the new guidelines. In any study involving people, it is 
difficult to adopt a solely objective ontological viewpoint. We aim to reach an overall view 
of reality, in this case, the new audit report’s usefulness, which we believe is relatively 
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independent from subjective interpretations and judgments due to the fact that non-
professional investors as a group, despite social differences, tend to reason in similar ways 
when making investment decisions. Therefore this study adopts both objective and 
subjective ontological approaches based on the differences within the subject matter.  

2.4 RESEARCH APPROACH 
	  
Sekaran (2002, p. 27) points out that when selecting the approach of deduction, it is highly 
important to have a clear, independent and structured process in order to ensure that 
replication is possible and through this create a reliable result. Sekaran (2002, p. 32) 
explains the process when applying a deductive approach as basing the hypothesis on the 
theory or scientific principle, in this case the conflicting opinions, and data is collected 
through a survey which then is analyzed and the hypothesis can either be confirmed or 
rejected.  When reviewing previous literature on the new and old audit report, no clear 
theories regarding the non-professional investors in this situation were found. However it is 
possible to test correlations and relationships based on findings of previous research and 
statements made by FAR and auditors. Due to this, we have chosen to pursue a deductive 
approach for this study. As our epistemological approach is critical rationalism where the 
starting point is a problem or a conflict (Flick, 2015, p. 21), the conflict between Swedish 
auditors and FAR, and the IAASB was used to pinpoint three scenarios and therefore a 
deductive approach was used. The differing opinions created two conflicting scenarios and 
a third is the median of these two views. The ultimate result of this thesis will be to falsify 
two and accept one of the scenarios until future studies prove otherwise.  

2.5 RESEARCH METHOD   
 
Collis & Hussey (2014, p. 5-6) present quantitative research as a collection of numerical 
data that is analyzed using statistical tests. Weathington et al. (2012, p. 398) state that the 
quantitative research method is synonymous with data collection or analysis that generates 
numerical data results. On the other hand, the qualitative research method generates a non-
numerical, more in depth analysis (Weathington et al., 2012, p. 398). The aim of 
quantitative research is to analyze relationships and reach a general conclusion about the 
population (Richardson, 2015, p. 75; Singh, 2007, p. 64). 
 
Based on our research question we have chosen to do a quantitative study due to the fact 
that we wish to describe the situation for a large population, and would like to reach out to 
many respondents. We want our results to be unbiased and not based on the testimonies of 
a few selected individuals. By doing a quantitative study, we can better answer our research 
question as we will be able to generalize to a larger extent than if we had chosen to do a 
qualitative study. As our population is diverse in many ways (for example age, gender, 
education, time-span of investing, interest in and knowledge of the audit report), we aim to 
cover as many of these differences as we can through the use of a quantitative study. 
Bryman & Bell (2011, p. 154) point out that one of the main reasons to measure 
quantitative data is to “delineate fine differences between people in terms of the 
characteristic in question”. In our case, the diversity of our population means we may be 
able to, through a quantitative study, pinpoint factors that affect the usefulness of the new 
audit report to non-professional investors. Bryman & Bell (2011, p. 163-165) also discuss 
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the preoccupations relating to quantitative research: causality, generalization, and 
replication. Quantitative research is concerned with explanation and causal links between 
independent and dependent variables (Bryman & Bell, 2011, p. 163). In our study, the 
independent variable that is being manipulated is the audit report as it is presented to the 
Swedish non-professional investors, and the dependent variable is the non-professional 
investors perception of the novelty and usefulness of the information in the new audit 
report. As far as generalization, it is optimal for the results of a quantitative study to be 
generalizable from the sample tested to the larger population (Richardson, 2015, p. 75). In 
order to make a general statement regarding non-professional investors reaction to the new 
audit report, sufficient data, both in quantity and in diversity, must be collected. The final 
preoccupation discussed by Bryman & Bell (2011, p. 165) is replication, which entails that 
the results of a study should be objective and possible to reproduce by other researchers. It 
is our intention to properly describe our practical methods in such a way that the study can 
be replicated later on and thereby increase the level of reliability in our study. This is of 
particular importance for our study as it will need to be redone in a similar manner post-
implementation to evaluate the actual reaction to and perceived usefulness of the modified 
audit report in Sweden. 

 2.6 RESEARCH STRATEGY  
 
Researchers have to decide which research strategy to adopt in order to achieve the 
intended purpose of the study. The decision should be based not only the research question 
and objectives, but also the approach, as some strategies will not provide the researchers 
with viable results given the research approach. (Saunders et al., 2009, p. 141) The research 
strategy we have used is a survey with a complementing case example. The purpose of 
finding out whether the new audit report provides younger non-professional investors with 
new and/or useful information will be addressed through the use of a survey which, 
according to Weathington et al., (2012, p. 404), is associated with attaining ratings, scales 
and descriptive data. A survey provides us with quantitative data that can further on be 
analyzed using statistical tools and used to answer the research question of this study. It is 
of utmost importance that the survey is carefully created (Singh, 2007, p. 71) in order to 
obtain a reliable and representable result (Saunders et al., 2009, p. 145). 
 
By implementing a case as a supplement to the survey, we provide the non-professional 
investors with necessary information for them to base their answers on. A case is described 
by Gorard (2013, p. 77) as a way to test the effectiveness of a proposed change, as well as 
any possible side effects, both in natural and social science settings. In a study done by 
Vissak (2010, p. 459) examining how quantitative researchers view the use of various 
qualitative research methods, all those interviewed stated that cases are frequently used 
even by quantitative researchers, and that it is an excellent tool in examining a specific case 
of a larger phenomena. Given (2008, p. 69) agrees with this reasoning stating that 
incorporating a case in quantitative research can provide an advantage by facilitating depth 
in the analysis. Therefore, though it is generally considered a qualitative research method, 
the case strategy is applicable to our study and will be used in the practical method. 
 
Depending on the purpose of the study, researchers will have to choose how many cases to 
include and the unit of analysis (Ghauri & Firth, 2009, p. 33). In the choice between 
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looking at one case or multiple ones, we have decided to give young Swedish non-
professional investors one version of the new audit report and from the responses evaluate 
the potential effects of the changes to the audit report based on ISA 701 and ISA 700 
(revised). The choice of only providing the new revised audit report, and not a version of 
the current audit report along with it, is due to the fact that the new regulations have yet to 
be implemented in Sweden. Due to this, it is difficult for us to provide a “side-by-side” 
comparison of the current Swedish audit report and the new version of the audit report, as it 
is presented in the U.K. This task would require a great deal of judgment and translation on 
our part, and extensive reading for the respondents of the questionnaire. Instead, we chose 
to only incorporate the new aspects that the ISA 700 (revised) and ISA 701 would add to or 
change about the current audit report, and ask questions regarding the respondent’s use of 
the current audit report in the second section of our questionnaire. By doing this, we are 
able to compare the respondents based on their use of the current audit report and evaluate 
their answers regarding the case material, thereby eliminating the need for two comparative 
case examples. 

2.7 RESEARCH DESIGN  
 
Based on the purpose of a research project, the study will either be exploratory, descriptive, 
hypothesis testing, or a combination of these (Sekaran, 2002, p. 117). Our purpose is 
divided into three parts that we wish to examine further: (1) examine the association 
between different characteristics of younger non-professional investors in relation to their 
investment behavior and use of other available information; (2) explore whether the 
younger non-professional investors perceive that the new audit report contains new 
information, as compared to the previous audit report, and which characteristics of the 
young non-professional investors affect the perception of new information; (3) if the 
younger non-professional investors perceive that there is new information, explore if this 
new information affects their utilization of the audit report, and if the characteristics of the 
non-professional investors affect their use of the future audit report. Based on this, we find 
that our study is a combination of an exploratory and causal hypothesis testing study. 
 
An exploratory study seeks to investigate and provide insights to areas with limited 
previous research (Sekaran, 2002, p. 119). We wish to shed light on the ways in which the 
Swedish young non-professional investors perceive the information portrayed in the new 
audit report (or not portrayed), which adds an additional aspect to the existing research. 
Singh (2007, p. 64) points out that exploratory research can, in some cases serves as 
preliminary research for future practical changes. This is in line with our research purpose, 
as we will only reach a preliminary conclusion regarding the young non-professional 
investors perception of the new audit report. Conclusive research will need to be done 
based on the actual audit report once the changes have been implemented and the effects 
can more accurately be measured. Our results will provide an insight into the perspective of 
non-professional investors and will lead to initial conclusions about the likely effects of the 
new Swedish audit report. 
 
A causal hypothesis testing study is described by Sekaran (2002, p. 124) as a study that 
examines the differences within groups and the relationships between different 
characteristics. This is relatable to our purpose, in the sense that we are looking at different 
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characteristics of young non-professional investors and how this potentially affects their 
audit report utilization. We want to examine whether the new information in the audit 
report causally affects the manner in which a non-professional investor use the audit report 
to reach an independent opinion of the company. Our choice to characterize our research 
purpose partially as hypothesis testing is supported by Singh’s (2007, p. 66) depiction of a 
causal study as determine the cause the relationship and to what extent the an independent 
variable affects the relationship. Relating the changes in the new audit report to the 
perceived usefulness of these changes for the non-professional investors future use of the 
audit report is best described as a causal hypothesis testing study. 
 
Based on the information above, we have established that our final research design is a 
combination of an exploratory study and a causal hypothesis testing study.  

2.9 TIME HORIZON  
 
Sachdeva (2009, p. 11) states that there are two time horizons for research projects: cross-
sectional and longitudinal. Cross-sectional studies examine a phenomenon at one point in 
time. Longitudinal studies on the other hand are described as observations of people or 
events over a longer period of time. (Sachdeva, 2009, p. 11) Due to the time limitations 
associated with thesis work, as well as the nature of our study in general, we are conducting 
a cross-sectional study. Our results will reflect the current situation, but may be disproven 
at a different point of measurement in the future. Saunders et al. (2009, p. 155) also point 
out that cross-sectional studies are often associated with the survey method. 

2.10 LITERATURE AND DATA SOURCES  
 
In order to find relevant information on the subject that we have chosen to write our thesis 
on, as well as establish that a knowledge gap exists based on previous research, we have 
read many articles, chapters in books, and legal documentation to establish a base for our 
study. Saunders et al. (2009, p. 93) point to both relevance and sufficiency as pillars for 
theoretical research. In order to achieve relevance in our search, we limited our search in a 
number of ways, to only produce reliable literature that was connected to our topic. We 
limited our search based on the search engines we used. We mainly used search engines 
provided by Umeå University library, such as their own library database (found at 
ub.umu.se) and Business Source Premier (EbscoHost).  We also used Google Scholar in 
order to broaden our literature base further. When available we filtered the search using two 
criteria: articles from academic journals and articles that are “peer-reviewed”. To find 
articles pertaining to our chosen topic, we use the following key words both on their own 
and in combination: public interest, auditing, ISA 700 (revised), ISA 700 (U.K. and 
Ireland), ISA 701, audit report, auditor confidentiality, key audit matters, individual 
investor, investor perception, investor reaction, investor decision making, communication 
gap, information gap, expectation gap, new audit report, nonprofessional investors, young, 
age, experience, demographics, IAASB. The level of difficulty in finding relevant 
information varied between the different subjects. For example, finding specific 
information regarding non-professional investors was more difficult that finding 
information regarding the audit report, as there are not as many studies done on the subject 
of younger non-professional investors and their specific investment behavior. 
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After spending a considerable amount of time researching literature, we were able to decide 
which were relevant and not to our research subject and structure our theoretical 
framework. In this process we looked at previous studies and articles published in 
distinguished journals, and how well they described a phenomena relevant to our own 
topic. We looked at where the study had been done, under which circumstances, who were 
included the sample, which are the regulations for audit reporting in the country in which 
the study was conducted, what prior knowledge and experience the author had, and if the 
article was peer-reviewed and cited by other authors. We took into consideration if the 
sample differed from our study, both in size and orientation, and the potential implications 
of drawing parallels between these findings and our own. We also considered the 
implication of those studies in which the ISA regulations are not used, such as studies 
conducted in the United States. We reviewed the process and nature of the audit report 
sections, functions, and changes in relation to those released by the IAASB. We considered 
our search complete when our theoretical framework felt sufficient in the sense that all 
relevant theories and topics had been discussed clearly and thoroughly. The articles used 
were found in the following journals: Accounting Horizons, Quarterly Journal of 
Economics, Journal of Accountancy, Sloan Management Review, Current Issues In 
Auditing, Canadian Accounting Perspective, Critical Care, Procedia – Social and 
Behavioral Sciences, Review of Accounting Studies, Journal of Economic Literature, CPA 
Journal, Paradigm, American Statistician, Social Behavior & Personality: An International 
Journal, Auditing-A Journal Of Practice & Theory, Behavioral Research in Accounting, 
Public Opinion Quarterly, European Economic Review, Psychological Bulletin, Journal of 
Marketing, Contemporary Accounting Research 25, Journal of Accounting & 
Organizational Change, Advances in Accounting Behavioral Research, The Accounting 
Review, Journal fur Marketing, International Journal of Auditing, Managerial Auditing 
Journal, Int. J. of Critical Accounting, Journal of Financial Economics, Educational 
Technology Research and Development, Issues in Ergonomics Science, Computers in 
Human Behavior, Auditing, Balans, Review of Educational Research, Current Issues in 
Auditing, British Accounting Review, Academy of Management Review, Young Consumers, 
Journal of Operational Research Society, American Journal of Mechanical Engineering, 
Biochemia Medica, Understanding Business Research, Journal of Financial Services 
Research.  
 
Apart from articles we also used books, as well as publications from the International 
Auditing and Accounting Standards Board, the International Federation of Accountants, the 
Swedish FAR, the European Union, and the Financial Reporting Council of the U.K. These 
were retrieved from their respective websites. In addition to this, we used two Swedish 
laws, related to auditing, the auditor’s role, and the auditors’ confidentiality. Finally, we 
used previous theses and dissertations within similar subjects to gain an understanding of 
the knowledge gap that we could fill. We have primarily used these sources as support for 
other literature and for the purpose of attaining the most novel insights to the topic, as it is 
highly relevant and not currently studied in a large scale. 
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3. Theoretical Frame of Reference 
The aim of this chapter is to provide a more in-depth presentation of the various subjects 
we mentioned in the problem background and problem discussion. We chose to adopt a 
funnel approach where we start by introducing the reader to the role of auditors as well as 
the public interest. We continue by presenting the current audit report and the various gaps 
identified within the current report, research regarding the new audit report following the 
implementation of ISA 700 (revised) and ISA 701, and the objections to the new regulations 
from various sources. Next we present the main research on non-professional investors and 
we conclude the chapter with a short description of the key points.  

3.1 AUDITORS ROLE 
  
The auditor’s role is to provide reasonable assurance that the financial statements are free 
from material misstatements and that the company adheres to relevant accounting standards 
and regulations, thereby providing companies with credibility and reducing the risk for 
users of financial information (Eilifsen et al., 2009, p. 6). The demand for auditing arises 
from the principal-agent theory (Jensen & Meckling, 1976, s. 308), or the potential risks 
that the owners of a firm are external (shareholders, corporate investors, etc.), as opposed to 
the managers who prepare the financial reports and charged with corporate governance. 
The external owners need to validate that the work being done by the managers is correct 
and ethical, which is where the auditor can provide assurance. Therefore, Djadvarpour & 
Larsson (2014, p. 1) claim that the role of auditing is to protect the investors, or other users 
of the financial reports, from receiving inaccurate information about the companies. 
 
In Sweden, auditing is described using the three words competence, independence, and 
confidentiality (professional secrecy) (Öhman, 2007, p. 27). An auditor is considered 
competent when he/she has the proper education and certification. In being competent, an 
auditor secures and defends their role, as few others can replicate the work they do. In order 
for an auditor to gain trust, from both management and owners (and other external users), 
the auditor must remain independent of the firm whose reports they are auditing. This is 
important for the objective review that the auditor is hired to perform. If the auditor is 
involved with the firm in other ways than for the task of auditing, the user’s trust in the 
results of the audit could be compromised. (Öhman, 2007, p. 27) The credibility of the 
audit report is reliant on the public’s trust in the auditor’s judgment, and the public viewing 
the auditor function as value adding (Zabihollah, p. 147). Moore et al. (2006, p. 10) states 
that independence is crucial for the auditor in order to differentiate their role from that of an 
internal auditor. The EU Commission (2010, p. 3) stresses the importance of auditor 
independence as the foundation the auditing profession relies upon. Users and government 
agencies have previously questioned auditor independence. In the late 1990’s the profession 
changed as auditing firms felt the pressure of fewer audit clients due to the declining trust 
in auditing after a trail of large corporate failures, most notably the Enron scandal (Fogarty 
& Rigby, 2010, p. 302). Fogarty & Rigsby (2010, p. 302) concludes that this decline in 
audit revenue caused auditing firms to start offering other assurance and consultancy 
services to their clients. This led the U.S SEC, to start considering if additional services 
from the same firm posed a threat to the auditor’s independence by creating a conflict of 
interest. 
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The auditor is bound by the laws of confidentiality for the auditing profession in Sweden. 
These limit the information that the auditor is allowed to expose about the company being 
audited. An auditor is not allowed to disclose information about the firm to users of the 
financial reports, or any other external parties, that can harm the firm that is being audited 
unless a crime is being committed (9 kap. 41 § ABL, 26 § revisorslagen (2001:883); 
Öhman et al., 2006, p. 91). Because of these criteria, the auditor may find themself in 
difficult situations requiring a certain level of professional judgment. Moore et al. (2006, p. 
10) claim that the auditors, whose main purpose is to serve the public interest, should not be 
affected by anything other than accuracy as shareholders count on auditors to provide 
independent assurance. However, while the auditor is required to adhere to their duty to the 
public interest, the audited company hold much of the power. Companies being audited are 
able to choose their own auditor meaning that there exists a likelihood that the client may 
change audit firm if presented with an audit report that is not favorable to them (Moore et 
al., 2006, p. 13). 
 
The auditor’s role and responsibilities to the investors and other users of the audit report 
have been called into question and criticized since the financial crisis of 2009. The EU 
Commission (2010, p. 3) addressed this issue in their Green Paper stating that the auditor’s 
ability to properly execute their responsibilities has been severely questioned by many users 
of the report after the appearance of several companies with large deficits and clean audit 
reports between 2007 and 2009. The paper stresses the auditor’s obligation to the users of 
the audit report in terms of providing a high level of assurance on the reliability of the 
financial statements and critically view the management’s financial decisions and 
consequent treatment of financial information (EU Commission, 2010, p. 7). As the audit 
report is the only public document arising from the audit, the information portrayed through 
it to the non-professional investors is crucial to their investment decisions. (FAR, 2001, p. 
29) A change in the audit report is therefore necessary in order to better satisfy the public 
interest and give the non-professional investors, as well as other users of the audit report, 
the information they need and demand. 

3.2 THE PUBLIC INTEREST 
	  
According to Fogarty & Rigsby (2010, p. 312), the audit profession in commonly referred 
to as a public interest service. In the existing literature surrounding public interest, it is 
difficult to find one definition of what public interest is. The public interest is often spoken 
about in relation to the auditing profession, but there is no consensus amongst policy 
makers, authors, and academics as to a definition of public interest. Thornburg & Roberts 
(2013, p. 83) refer to the public interest as difficult to establish a common definition of as 
the nature and magnitude of the situations differ.  
 
IFAC (2012, p. 2), or the International Federation of Accountants, defines public interest as 
“The net benefits derived for, and procedural rigor employed on behalf of, all society in 
relation to any action, decision or policy”, where the public mentioned is broad, objective 
view of society as a whole. This ‘public’ is divided into three categories: (1) investors, 
shareholders, and business owners; (2) Consumers and suppliers; and (3) taxpayers, 
electorates, and citizens (IFAC, 2012, p. 2, 3). Furthermore, the ‘interest’ part of the 
definition is defined as all factors, variables, and results of value to individuals a society. 
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Some examples presented of these interests include financial and non-financial information 
that is useful for decision-making, a high degree of comparability, transparency of financial 
and non-financial information, and increased efficiency. (IFAC, 2012, p. 3) Along with 
IFAC, most rule setting organizations that deal with the auditing and accounting 
professions make a point out of stressing the importance of professionals obliging by the 
idea of the public interest. The AICPA (2015, p. 5), states in their Code of Professional 
Conduct that, “Members should accept the obligation to act in a way that will serve the 
public interest, honor the public trust, and demonstrate commitment to professionalism”. 
The EU Commission (2010, p. 8) raised awareness to the issue of public interest as well, in 
their Green Paper where they stated that it was necessary to consider to what extent the 
information auditors attain during the audit should be available to the public when it is 
relevant to their interests. Thornburg & Roberts (2013, p. 83) presents public interest as 
auditors placing the public’s best interest ahead of their own, or the audited company’s, 
best interest. In the auditing profession, the risk of auditors acting in self-interest arises 
from two main factors. The first factor is the risk of litigation as a consequence of revealing 
sensitive information about a firm (Öhman et al., 2006, p. 107). The second is the risk of 
losing the client and thereby losing a potentially vital source of income. This risk is 
especially potent for smaller audit firms, for whom the loss of one client could be 
devastating. (Moore et al., 2006, p. 14) However, despite these risks, the auditors are 
expected to act in the public interest while reviewing firm’s financial statements 
(Thornburg & Roberts, 2013, p. 83). Öhman et al. (2006, p. 91) state, investors are solely 
dependent on auditors for assurance of the audited company’s financial information 
through the publication of the audit report. Öhman et al. (2006, p. 107) consequently find 
that auditors are more likely to protect their own interests, and protect themselves from 
possible litigation, by producing uninformative audit reports, rather than observing the 
investors interests and needs. 
 
The public interest is vital in the audit profession, as the audit report is the only additional 
information the ‘public’, as defined above by IFAC, receives to validate the correctness of a 
firm’s financial reporting and aid the public in forming an opinion about the company 
(FAR, 2001, p. 29).  

 3.3 THE CURRENT AUDIT REPORT 
 
The current Swedish audit report is divided into two sections: “Report on the annual 
accounts and consolidated accounts” and “Report on other legal and regulatory 
requirements”. Each section features an introductory paragraph stating the company being 
audited, the relevant year, the responsibilities of those charged with governance, auditor’s 
responsibility, the qualified/unqualified opinion as well as going concern opinion if such 
exist, and if qualified, an emphasis of matter paragraph and related information. A qualified 
audit opinion entails that the auditor has uncovered problematic areas within the financial 
statements and cannot assure that it is free from material misstatements. (FAR, 2015e, p. 1-
2)  Sweden has, as many other countries, a pass/fail model of audit reporting (Church et al., 
2008, p. 69; Gutierrez et al. 2015, p. 2) and does not currently provide any additional 
information regarding the auditing process or other company-specific information. The EU 
Commission (2010, p. 7) perceives the current audit report structure of providing a 
qualified or unqualified opinion as problematic in the sense that a qualified report is seen as 
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entirely bad, and an unqualified report as entirely good. This, according to the EU 
Commission, takes away from the potential information regarding risks within the firm that 
may be provided to the users with a different structure (EU Commission, 2010, p. 7-8). The 
paper brings up the issue of whether or not the auditors should be required to share more of 
the information they collect about the firm being audited, by presenting more of this 
information in the audit report in an attempt to better address the public interest (EU 
Commission, 2010, p. 8).  
 
Audit quality is a term that is not easily defined by researchers (Knechel et al., 2013, p. 
385). Different parties may have different ideas of what audit quality entails, meaning that 
audit quality for the auditor producing the audit report may differ significantly from what 
the users of the audit report perceive as quality (Knechel et al., 2013, p. 386). Knechel et al. 
(2013, p. 391), discuss audit quality in terms of inputs, process, outputs and context, where 
outputs are defined as observable characteristics (Knechel et al., 2013, p. 391). As the 
outcome of the audit process is unobservable, an audit report is used as an observable proxy 
to present the results of the audit (Knechel et al., 2013, p. 391, 400). A key driver of audit 
quality in relation to the audit report is the extent to which users can rely on and utilize the 
audit report (FRC, 2008, p. 1). Arguably, the current format does not provide the user with 
any informational value and instead has a symbolic value and represents the auditor’s 
approval of the company’s financial statements (Church et al., 2008, p. 70). Gray et al. 
(2011, p. 679) and Asare & Wright (2012, p. 210) conducted surveys that confirm that 
financial statement users such as banks, analysts and non-professional investors view an 
unqualified report as enough credible evidence to confirm the financial statement validity, 
and therefore do not need to read the entire report to see the value of the audit report. 
Knechel et al. (2013, p. 398, 399) touch upon another aspect of the audit report which is 
users view as contributing to higher audit quality, namely the accuracy of the going-
concern opinion, and point to the statistics regarding error occurrence in the issuance of 
going concern opinions, usually relating to the professional judgment of auditors. 
According to Knechel et al. (2013, p. 399), between 40 and 50 percent of bankrupt 
companies in the U.S. do not receive a going concern opinion in the audit report prior to the 
failure of the company. Also, between 80 and 90 percent of companies that do receive a 
going concern opinion in the audit report, do not file for bankruptcy during the following 
year (Knechel et al., 2013, p. 399). This shows significant levels of error both in the 
issuance and lack of issuance of going concern opinions, making the accuracy of this aspect 
of the audit report highly questionable. With this being said, one of the new changes 
involves stating audit tenure, which has been examined by Junaidi et al. (2013, p. 313). 
They concluded that audit tenure has an effect on the audit quality, longer relationship 
between audit firm and company decrease the likelihood of a going concern opinion and 
thereby the audit quality. These error levels also call into question of reliability and 
usefulness, especially for the users of the report, as indicated by the FRC (2008, p. 1) as 
important for audit quality. 
 
There are several users of the audit report, but not everyone utilizes the report for the same 
purpose. The main users are, according to Moore et al. (2006, p. 34), professional- and non-
professional investors (discussed further in section 3.5 Non-Professional Investors), 
participants in the financial markets and various shareholders. A study done by Gómez-
Guillamón (2003, p. 556) concluded that various types of banks and credit institutions are 
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influenced by the audit report opinions presented by auditors. The banks find the audit 
report useful when debating whether or not to grant a company a loan as well as the amount 
of the loan. However, as stated previously, banks usually only look at the audit opinion to 
determine whether it is qualified or unqualified (Grey et al., 2011, p. 662). Gómez-
Guillamón (2003, p. 556) continues by comparing banks to analysts who are also affected 
by the information presented in the audit report. In addition to the amount they choose to 
invest, analysts are aided in their decision to invest in the company or not.  
 
There is also evidence indicating that users do not fully comprehend the extent of an 
auditor’s responsibilities and assumptions. Users believe that auditors are in charge of the 
reliability of the financial statements and therefore put more responsibility on auditors than 
management (Asare & Wright, 2012, p. 197). To auditors, an unqualified report indicates 
that the financial statements are to a reasonable extent free from material misstatements 
while users interpret it as absolute assurance of not only the company’s financial statements 
(Gold et al p. 302) but also the extent to which the company is governed, the quality of 
management and whether it is a good investment (Asare & Wright, 2012, p. 198).  

3.4 THE “GAPS” OF AUDIT REPORTING 
 
Within audit reporting there are several gaps mentioned in the literature, where the three 
most discussed gaps are the expectation gap, the communication gap, and the information 
gap. The expectation gap is defined as the difference between what users expect of the audit 
and what the reality of the audit process is (IAASB, 2011, p. 7). This gap is usually 
connected to the going concern opinion, and the differentiation between the auditor’s role 
and the management’s role and responsibility for the financial statements (Gold et al., 2012, 
p. 287; Simnett & Huggins, 2014, p. 724). All three gaps are closely related to one another 
and in certain aspects overlap (IAASB, 2001, p. 7). However it is important to differentiate 
between them and their respective applications. As our main focus is not the auditor’s and 
management's respective roles, nor is it the going concern opinion, we have chosen to focus 
primarily on the information and communication gaps, as these more closely relate to the 
topic of our study.  

3.4.1 Communication Gap 
 
Communication is a two-way process, often referred to as transactional communication, 
between a sender and a receiver (Duncan & Moriarty, 1998, p. 4). In the context of the 
audit report, the sender is the auditor who produces the audit report, the communication 
channel is the audit report itself, and the receivers are the users of the audit report (Simnett 
& Huggins, 2014, p. 726). In order for the audit report to fulfill its purpose, there must be a 
shared understanding of the indications of the report, to avoid misunderstandings or the 
users doubting the auditing profession (Asare & Wright, 2012, p. 194). According to 
Simnett & Huggins (2014, p. 726) a communication gap in auditing “reflects differences 
between what users desire and understand and what is communicated by the assurance 
provider” and pertains to the efficiency of the communication surrounding the audit and 
audit process. 
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Asare and Wright (2012, p. 198) explain that there are several different communication 
gaps related to the auditing profession. In their study regarding communication gaps in 
relation to the audit report, they address both “macro” and “micro” communication gaps. 
“Micro” communication gaps are the most relevant to this study with a focus on the 
language and professional terms used in the audit report. (Asare & Wright, 2012, p. 194) 
To clarify, micro gaps emerge due to the auditor’s use of vague terms such as “material”, 
which then require interpretation by the users (Asare & Wright, 2012, p. 198). The 
communication gap mentioned above between auditors and users is referred to by Asare & 
Wright (2012, p. 198) as a type I gap. The findings of their study implicate that in five of 
the seven situations studied, a type I gap is observed (Asare & Wright, 2012, p. 195). Users 
reveal that they find the audit report more useful in assessing a firm’s position, relatively to 
the perceived importance for users observed by auditors. Also, the audit report provides 
more assurance of a firm’s standing as an investment for the users than is perceived by the 
auditors. Both of these findings point to a type I communication gap between auditors and 
users of the audit report, meaning that misunderstanding may arise regarding the overall 
quality of the investment as perceived in the audit report (Asare & Wright, 2012, p. 195). 
Recommended measures to decrease the communication gap include providing adding 
information regarding the auditor’s judgment and changing the structure and wording of the 
audit report (Simnett et al., 2014, p. 727). The EU Commission (2010, p. 8) in their Green 
Paper addresses how auditors should revisit their responsibility of communicating 
information to the shareholders in order to increase the perceived value of the audit report. 
The recent changes the audit report in the U.K. is lifted in this discussion as having 
improved informative value of the audit report to its users (EU Commission, 2010, p. 8). 

3.4.2 Information Gap 
	  
Simnett & Huggins (2014, p. 726) define the information gap in auditing as a “gap between 
the information [users of corporate financial information] believe is needed to make 
informed investment and fiduciary decisions, and what is available to them through the 
entity’s audited financial statements or other publicly available information”. Similarly, the 
IAASB (2011, p. 8) describe the information gap as the difference between the information 
the users want and the information that is available to them through the audit report. This 
means that the information gap between auditors and users involves the belief from the user 
that more information regarding the audit process and the firm-specific factors are needed, 
as opposed to the standardized information presented in the current audit report. In order to 
bridge this gap, or at least reduce its effect, the authors suggest adding additional 
information regarding the firm and the audit process, much like what is proposed in the new 
ISA regulations discussed earlier (Simnett & Huggins, 2014, p. 727). The audit information 
that can be useful to the users is disclosed in the audit report include components such as 
materiality and other significant risks and the mention of the auditor-in-charge (Mock et al., 
2013, p. 327). There have been several suggested methods of narrowing the information 
gap between users and auditors. The IAASB (2011, p. 9) state that additional information 
can assist in closing the gap that is currently perceived. Mock et al. (2013, p. 329) more 
specifically point out the following alternatives to decreasing the information gap: (1) 
disclosures regarding the materiality of misstatements; (2) a clarification of the concept of 
reasonable assurance as it is used in the audit process; and (3) a commentary, explanatory 
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paragraph, or/and auditor discussion and analysis regarding any significant audit risk, audit 
procedures responsive to the risk, and results of these procedures. 
 
The difference between the two above-mentioned gaps may be difficult to identify, as they 
are in some aspects rather similar to each other. The main difference that is important to 
note between the information and communication gaps is that the information gap refers to 
which information is presented in the audit report while the communication gap refers to 
how the information is presented.  

3.5 THE NEW AUDIT REPORT 
	  
The economic crisis of the late 2000’s spiked user scepticism towards the audit report and 
raised concerns regarding the relevance and accuracy of the report and the profession as a 
whole (Asare & Wright, 2012, p. 194). The IAASB (2012, p. 6) has responded to this by 
expanding the current standards and developing a new audit report and proposes a number 
of new changes where each individual country is in charge of adapting these to the 
country’s relevant jurisdictions and regulations. Several changes have been made to the 
ISA regulations (IAASB, 2015, p. 2), two of which are of particular importance to this 
study: ISA 700 (revised), Forming an Opinion and Reporting on Financial Statements, and 
the new standard ISA 701, Communicating Key Audit Matters in the Independent Auditor’s 
Report. The key changes are as follows; (1) the introduction of Key Audit Matters (KAM) 
where the auditor is required to include and discuss the accounts where extensive auditor 
judgment were involved; (2) a description of the auditor independence and how the auditor 
complied with ethical standard; (3) the engagement partner’s signature needs to be 
disclosed with the inclusion of the “harm’s way exemption”; (4) change in the order of the 
report, where the auditor’s opinion is stated first; (5) the audit opinion and other firm-
specific information should be the main focus of the report; (6) a more extensive discussion 
regarding the going concern assumption; (7) the auditor’s responsibilities should be 
clarified and improved (IAASB, 2015, p. 4). The changes are, according to IAASB (2015, 
p. 3), supposed to enhance the communication between the auditor and the public and 
thereby decrease the communication gap and increase attention to the disclosures supplied 
by management in the financial reports.  
 
Sweden is one of the countries that will adapt some of the new ISA regulations, but will in 
addition include some of the changes the European Union has suggested (FAR, 2015a). The 
new Swedish audit report will state the audit opinion first as opposed to last, contain new 
parts and require the name, signature and tenure of the engagement partner. The new parts 
will include, among others, additional information other than that related to the financial 
statements and the consolidated statements, but will mainly revolve around the Key Audit 
Matters (FAR 2015c, p. 3(17)).  
 
Going from a relatively insipid audit report to an extensive description of the auditing 
process will increase the likelihood of new problems arising. PwC (2015, p. 9) states that 
auditors might treat the new report as routine, filling it with boilerplate language and 
complicated terms which does not benefit the public interest nor fulfill the IAASB’s (2015, 
p. 3) aim of improved communication. The biggest problem will most likely be in relation 
to the Key Audit Matter(s) disclosures. This new section will require a larger amount of 
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professional judgment when deciding which accounts to disclose as all matters 
communicated to the audit committee will not be included in the final report (IAASB, 
2015, p. 3). PwC’s (2015, p. 4) funnel process of deciding which Key Audit Matters to 
include in the report includes communicating the significant matters to the audit committee 
and judging whether these accounts are significant enough to include in the Key Audit 
Matters. The final step involves choosing which accounts to include in the Key Audit 
Matters section by excluding those that violate the country’s laws and regulations (PwC, 
2015, p. 5). Therefore the Swedish confidentiality clause might impede the effectiveness of 
ISA 701, a concern expressed by FAR (2013, p. 4).  
 
The clients, in this case the companies being audited, expect that their auditor will not 
provide information that will damage the company, and provide the same amount of 
information, or less, as compared to a competing audit firm (Long et al., 2014, p. C13). 
This will have an impact on the auditor’s judgment as they are affected by the economic 
consequences of losing their clients (Nelson, 2014, p. 31). The auditors have access to 
sensitive information regarding the company's internal business and therefore have a unique 
viewpoint compared to stakeholders of the company (illustrated in Figure 2). By 
implementing these new changes, the auditors will now have to share their opinion that 
until now has only been available to those charged with governance and the audit team. 
This information can, according to Long et al. (2014, p. C12), in theory, influence the 
investment behavior of users and therefore have a critical role for the public interest. With 
regards to Figure 2 below, it can be assumed that the Key Audit Matters will result in a 
larger part of the right pyramid, information about audit scope, process and findings, will 
be available to the public and thereby decrease the amount of information that is private 
and undisclosed. The entity information will however not be affected since all the new 
information already is included in the disclosures, instead the new information results from 
how the auditors resolved the risks within the company (Gutierrez et al., 2015, p. 15). 
 

	  
Figure 1: Information divide (IAASB, 2011, p. 9) 
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3.5.1 The New Audit Report - Evidence After Implementation 
 
The new version of the audit report was first introduced in the UK in 2012 when the FRC, 
implemented similar regulations also based on the IAASB’s ISA 700 (revised) and ISA 701 
in the United Kingdom and Ireland. Rolls Royce became the first company to have this 
version of the audit report attached to their financial statements (FAR, 2015d). The change 
was subject to mixed results and researchers have found several factors and incentives that 
impact the auditor and the final report. The FRC (2013, p. 3) stated that the efforts and 
meant to increase the information available to investors, which are similar to the goals of 
FAR’s proposed changes to the Swedish audit report. Like the Swedish adaptation, the ISA 
700 (revised) UK & Ireland contains significantly more text than the previous audit report 
(Gutierrez et al., 2015, p. 2) and involves the statement of the most significant risks of 
material misstatement. In addition, the U.K. adaptation includes the application of 
materiality, and the scope of the audit. (Gutierrez et al., 2015, p. 2) The FRC (2013, p. 3) 
found, in their Consultation Paper on the early effects of the new regulations, that investors 
saw value in the disclosure of the auditor’s assessment of risk of material misstatements, 
stating that the new report would disclose information previously only available to auditors. 
Contrary to this, opponents to the new regulations express concerns that disclosure of the 
risk of material misstatements are too complicated for the users of the report to understand 
and that the new information will not inflate the reader’s understanding of the risks. 
Gutierrez et al., (2015, p. 28) argue that auditors incentives to provide high audit quality 
increases when stakeholders have access to more entity information. Early reports from the 
Journal of Accountancy (2014, p. 42) describe the first “new” audit reports, after the 2012 
changes, as clear and concise regarding management responsibilities. Despite this, 
Gutierrez et al., (2015, p. 26) did not find evidence to support the fact that the changes to 
the report affected the investors’ reaction. 
 
In certain aspects, the U.K. implementation has been successful as some supporters argue 
that it has brought about an increased understanding of the audit process and facilitates an 
evaluation of the audit quality for investors (FRC, 2013; Gutierrez et al., 2015 p. 28). The 
EU Commission (2010, p. 8) emphasizes the U.K. implementation of the new audit report 
format when referring to better external communication, stating that the efforts are a step in 
the right direction by attempting to make the audit report more concise and informative to 
investors.  However, when reviewing the first couple of years of the new audit report in the 
U.K., Gutierrez et al. (2015, p. 26) have found that the additional information in the report 
affects neither non-professional investors nor financial analysts in their decision-making 
process. Opponents to the new report suggests that users are faced with information 
overload where auditor provide too much information in order to protect themselves from 
litigation (Long et al., 2014, p. C14) and that the additional disclosures will have no effect 
as these topics are too complex to fully be included in the auditor’s report (FRC 2013; 
Gutierrez et al., 2015, p. 28).  
 
Lennox et al. (2015) have studied the effects of the changes made to the U.K. audit report 
from the perspective of investors. They found that investors were able to differentiate 
between more and less risky firms prior to the addition of the auditor’s disclosures in the 
new audit report. There is however no description of these investors and no differentiation 
between different types of investors. They claim investors were already evaluating the 
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financial risks before these were presented through the audit report (Lennox et al., 2015, p. 
18) and also conclude, based on tests of coefficients “TAit” (total assets), “RMM_TAit” 
(auditor’s risk disclosure for assets), that asset risk disclosures are not additionally 
informative for the investors (Lennox et al., 2015, p. 24). The authors did find evidence of a 
decline in the coefficients for earnings per share and net assets per share for the riskier 
companies implying that the changes to the audit report affect the investor’s decision-
making regarding high-risk firms. However, this is explained by the authors as a result of 
the investor’s own analysis of risk prior to the addition of risk for material misstatement 
(Key Audit Matters) from the auditor’s (Lennox et al., 2015, p. 27). Because of their use of 
valuation coefficients of different aspects of the financial reports as their means of testing 
their theories, we feel that the study is directed towards professional investors, rather than 
the group of investors we are choosing to study, namely the non-professional investors. 
This assumption is supported by De Bondt (1998, p. 834) who claims that the financial 
analyses often used in evaluating a company’s performance is too advanced for most non-
professional investors.  

3.5.2 Auditors’ and FAR’s Objections to the Proposed Changes 
 
FAR (2013, p. 1) state that they are positive to improving the audit report but have several 
objections to the proposed changes to the audit report. In their exposure draft in response to 
the IAASB’s changes to the audit report, FAR (2013, p. 1) accepts the notion of Key Audit 
Matters but are sceptic to the amount and the nature of the information to be presented in 
the Key Audit Matters section. Among other issues raised, FAR (2013, p. 3) disagrees with 
the inclusion of the audit resolution paragraph within the Key Audit Matters, and instead 
suggests an extended auditor’s opinion with a comment on whether or not the Key Audit 
Matters affected the outcome of the audit.  FAR (2013, p. 3) states that no description of the 
audit approach taken or how the matter was resolved should be included in the audit report. 
Another objection to the Key Audit Matters is the amount of information that the IAASB 
suggests to be presented in the new audit report. FAR (2013, p. 3) believes that the 
inclusion of Key Audit Matters should be voluntary, and that an option of stating that no 
Key Audit Matters were found should be allowed the auditors.  
 
FAR (2013, p. 2) has reservations regarding the sensitive nature of the information that is to 
be presented in the Key Audit Matters. They believe that ISA 701 should provide further 
information outlining the potential consequences for auditors upon posting sensitive 
information, and are sceptic to whether including the Key Audit Matters will help either the 
firm, the auditors, or the shareholders. (FAR, 2013, p. 1) This is associated with the 
litigation risk that auditors face when making mistakes publishing sensitive information 
about a company (Öhman et al., 2006, p. 107). Bo Hjalmarsson, of FAR, believes that the 
only difference will be that the financial statements will be more clearly reported to 
stakeholders and increased transparency of the audit process. But with regards to the new 
audit report, Hjalmarsson states that it will only increase the length of the report but not the 
informational value of the content. (Lennartsson, 2014, p. 27) Öhman et al. (2006, p. 107) 
confirm this by their finding that Swedish auditors would rather protect themselves than 
publish information, and thereby make the report more informative, that might be useful to 
users of the audit report. The information that users require, and that is supposed to be 
addressed in the new changes, is likely be eliminated in the process of choosing Key Audit 
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Matters (PwC, 2015, p. 4). These changes will increase the pressure of being susceptible to 
litigation, especially for the auditor-in-charge that is ultimately responsible for the 
information communicated through the audit report (Nelson, 2014, p. 31).  Öhman et al. 
(2006a, p. 109) showed concerns to the previous changes to the audit report in 2006 that are 
relevant for these changes as well, stating that auditors might not provide company-specific 
information and instead continue to provide a standardized version of the changes. Öhman 
et al. (2006a, p. 91) also express the obligation of auditors to adhere to the professional 
secrecy which hinders them from publishing information that might harm the company. 
Öhman et al. (2006, p. 107) investigated the relationship between their need for protection 
from litigation and the desire to protect the public and reached the conclusion that Swedish 
auditors would rather protect themselves, and in turn their client, then publish sensitive 
information. These are the same concerns expressed currently by FAR and Swedish 
auditors regarding the implementation of the new audit report in Sweden based on the new 
amendments of ISA 700 and ISA 701 (Öhman et al., 2006a, p, 109). One auditor 
interviewed on the subject stated that the implementation of the Key Audit Matters would 
be easier if there was a restriction on the size of the potential damages the auditors risk 
facing (Djadvarpour & Larsson, 2014, p. 30). 
 
Ernst & Young (2014, p. 2) believes that the publication of new information regarding the 
financial statements of a company should not be the auditor’s responsibility, but should 
remain the concern of management. Gutierrez et al. (2015, p. 15) adds that an additional 
potential problem accompanied by the new audit report is the relationship between the audit 
firm and the client being audited. The existing relationship might be threatened by the 
sensitive new information as well as the extensive professional judgment involved. The 
secrecy clause prevents auditors from releasing certain information and auditors will be 
hesitant to publish information that has an impact on the public’s opinion regarding the 
company. With this being said, the clients expect the auditor to protect the company and 
maintain their tenure. If the audited company perceives that the audit firm published 
unnecessary amounts of information in the audit report, a competing audit firm will be 
hired and the current audit firm will lose a client (Long et al., 2014, p. C13).  
 
In Öhman’s (2007, p. 91) dissertation, he conducted a study with 82 Swedish auditors 
regarding the perception of their role and possible dilemmas they might face in the future. 
When asked if they wanted to release more information to shareholders, 84% of 
respondents indicated that they would choose not to despite the majority’s opinion that it 
would positively affect the communication with shareholders (Öhman, 2007, p. 91). Most 
auditors feel that the changes in ISA 701 would potentially lead to a decrease in the 
expectation gap between auditors and users, by revealing more of the audit process and 
thought (Djadvarpour & Larsson, 2014, p. 31). However, they also point out that any new 
information stated in the audit report needs to be carefully considered and the choice of 
wording is crucial (Djadvarpour & Larsson, 2014, p. 29).  

3.6 NON-PROFESSIONAL INVESTORS 
 
The user group investors consist of two subgroups: professional investors and non-
professional investors. Kelton & Pennington (2012, p. 1178) define non-professional 
investors as “individuals that invest in the financial markets for personal reasons and are 
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not employed as a financial advisor or in a financial services business”. These individuals 
are not as knowledgeable and experienced as professional investors and therefore have the 
same perceptions regarding their investments (Belzile et al., 2006, p. 151). According to 
Elliott et al. (2008, p. 473) non-professional investors are a largely overlooked group in 
research relative to other investor groups, though they make up a large portion of the 
investor group as a whole.  
 
In their master thesis, Eklund & Nyström (2013, p. 43) evaluated what information Swedish 
non-professional investors value in the audit report. The results of their study show that, 
contrary to what previous research has shown, a majority of Swedish non-professional 
investors included in their study (81%) read the audit report. Furthermore, they concluded 
that their respondents find the audit report beneficial, scoring it a 3.85 out of 5 (Eklund & 
Nyström, 2013, p. 46). However, they find that 41.2% of non- professional investors spend 
less than a minute reviewing the audit report, implying that the information in the current 
audit report may not be very informative. (Eklund & Nyström, 2013, p. 44) These users 
most likely value the qualified/unqualified opinion, and not much else. 
 
Bedard et al. (2012, p. A19) studied how the perception of audited and non-audited 
financial information affects how non-professional investors use these sources. Their 
findings show that there is a relationship between the notion that categories of financial 
information are audited and the way in which this information is used (Bedard et al., 2012, 
p. A19). Bedard et al. (2012, p. A20) combines the conclusions of several studies, Maines 
and McDaniel (2000), Frederickson and Miller (2004), and Sutton et al. (2011), stating that 
the information collection and analyses differs between professional and non-professional 
investors. In addition to this, non-professional investors have difficulty accessing and using 
the financial information in their valuation process (Bedard et al., 2012, A20). Most 
investors, both professional and non-professional, have a tendency to assume that unaudited 
information is audited, rather than the opposite (Bedard et al., 2012, p. A27).  Sutton et al. 
(2010) find that non-professional investors favor the use of MD&A (management 
discussion and analysis) section of the financial reports over the use of disclosures. In their 
study they found that none of the non-professional users view the footnote disclosures in 
their decision-making and valuation process (Sutton et al., 2010). This can be due to the 
fact that a rapid increase in the amount of disclosures incorporated in the financial 
statements has been observed over the past several years, leading to difficulty for young 
non-professional investors to decipher what is relevant to the valuation of the firm’s 
financial performance (Sutton et al., 2010). Sutton et al. (2010) claim that non-professional 
investors perceive the footnotes as too complex in the financial statements and that there is 
no expression of which footnote disclosures are the most vital (illustrated in Figure 2). The 
figure shows what information is most frequently used for professional and non-
professional investors and it is possible to see which accounts are most crucial for each 
investor type. With regards to our study about non-professional investors, research shows 
that 60% read the audit report while only 30% read the disclosures. By introducing Key 
Audit Matters more non-professional investors will be aware of which accounts auditors 
perceive as risk-filled and can, in theory, use this “new” information to make a more 
informed decision.  
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 Figure 2: Most used information by non-professional and professional investors (Sutton et 
al., 2010) 

In an article published in 2014, Christensen et al. studied the effect of Critical Audit 
Matters on nonprofessional investors decision to invest in a company. Though this is a 
study done on the U.S. system of auditing and the audit reporting standards set by the 
PCAOB, we find that this study is relevant to our topic, as the Critical Audit Matters 
(CAM) described in the study are similar in form and purpose to the Key Audit Matters 
proposed by IAASB. In their study, Christensen et al. (2014, p. 81) found that non-
professional investors that are given an audit report with a CAM paragraph are more likely 
to stop seeing the firm as an investment than those presented with a traditional audit report. 
This finding is referred to by the authors as an “information effect”, meaning that showing 
the investors both the CAM and the footnote disclosures influences investment decisions 
more that the footnote disclosures alone (Christensen et al., 2014, p. 72). Furthermore, they 
find that those who receive uncertainty information in a CAM paragraph of the audit report 
are more likely to stop seeing the firm as an investment than those who receive the 
uncertainty information only in the footnote disclosures of the financial statements 
(Christensen et al., 2014, p. 83). Finally, Christensen et al. (2014, p. 83), found that the use 
of a resolution paragraph, describing how the CAM were solved during the audit, after the 
CAM resulted in a greater number of users continuing to see the firm as an investment. 
Worth mentioning is that all the participants in that study are business school alumni, have 
investment portfolios of over $50,000, and are seasoned readers of financial information 
(Christensen et al., 2014, p. 72). The authors also state that they are unsure of whether the 
results can be generalized to all non-professional investors, especially those which less 
experience (Christensen et al., 2014, p. 74) meaning that many non-professional investors 
are not included in the results of this study. These findings are consistent with indications 
that non-professional investors are reluctant to spend excess time deciphering the financial 
statements without guidance (Christensen et al., 2014, p. 72), meaning that the CAM make 
the same information that can be found in complicated footnotes easier for the 
nonprofessional investor to identify and comprehend. In comparison to the highly analytical 
footnotes included in the financial statements, the CAM paragraph is relatively simple and 
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should ease the non-professional investors search for company-specific information 
(Christensen et al., 2014, p. 74). 
 
All investors have access to the same information, but research shows that they process this 
information differently and therefore might differ in their final decision (Bedard et al., 
2012; Fredrickson & Miller, 2004; Maines & McDaniels, 2000). Non-professional 
investors tend to gather information differently depending on their experience level: those 
with more experience find it easier to interpret the various financial information and these 
individuals also use more information and therefore make a more informed decision. The 
increased experience level is generally correlated to age, but can instead be attained through 
active and frequent investments (Yang, 2013, p. 324).  Non-professional investors are in 
addition unable to perform the advanced financial analysis and consequently make different 
judgments and decisions as opposed to professional investors (Belzile et al., 2006, p, 151).  
	  
There are several aspects that affect the investment behavior of non-professional investors. 
These include their risk assessment, what they perceive as value, and the information 
received. Many sources point to the fact the non-professional investors are driven by factors 
other than investment logic in their investment decisions. Short-term price fluctuations are 
often due to market participants basing their decision on “recent news” and the investors’ 
mood. (Bikas et al., 2012, p. 870)  In addition to this, De Bondt (1998, p. 834) also 
emphasizes that non-professional investors view of value is largely based on socially shared 
models, such as news stories, conversations, and other cues from professional investors. 
Brazel et al. (2015, p. 1402) argues, after having studied 194 non-professional investors, 
that when evaluating risks within a company they relied more heavily on the financial 
statement information than on non-financial information, such as analysts or media. De 
Bondt (1998, p. 836) points out that non-professional investors tend to have a so-called 
”underdiversified” and homogenous portfolio. He continues to describe that investors are 
risk averse in the sense that they avoid owning shares due to the frequent short-term losses 
associated with them, despite usual long-term gain.  

As previously stated, professional and non-professional investors differ in which 
information they perceive as most important. Within the group of non-professional 
investors, there are certain demographic variables that affect their investment behavior. The 
age demographic was examined by Charles & Kasilingam (2013, p. 20) who deduced that 
there is a negative correlation between age and risk, meaning that the younger non-
professional investors (16-28) are more risk seeking than the older age groups and that as 
age increases, the amount of risk the individual is ready to accept decreases. Charles & 
Kasilingam (2013, p. 17) continued to conclude that age is directly correlated to investment 
experience, the older the non-professional is, the more investment experience that person 
has. 

Barber & Odean (2001, p. 285) mention that the most interesting variable is gender 
differences, particularly in their attitude towards risk. Their study involved over 1000 non-
professional investors and the results clearly indicated that males are more risk seeking 
while females have a tendency to be more risk averse. Barber & Odean (2001, p. 262) also 
discussed the investment frequency of non-professional investors which led them to the 
conclusion that males invest more frequently and that seem to be more confident in their 
investment decisions than females. These findings are however contradicted by Nga & Tien 
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(2013, p. 239) who found that gender has no effect on investment behavior and instead are 
dependent on the various personality traits of the non-professional investors. Christensen et 
al. (2013, p. 80) found a skewed gender distribution, 30% females to 70% males, which can 
be explained by Chien-Wen (2010, p. 374) who suggests that the large gender difference is 
due to female’s lack of interest in financial matters and also adds that females utilize 
professional advice to a larger extent when making financial decisions.  

Elliott et al. (2008) have conducted a study of professional and non-professional investors 
investment behavior in relation to their use of “filtered” and “unfiltered” information. 
Filtered information is defined as “information packaged by a professional intermediary for 
consumption by investors”, while unfiltered information is defined as “information 
disclosed by management and unaltered by professional intermediaries” (Elliott et al., 2008, 
p. 473). As a result of their study, Elliott et al. (2008) found that non-professional investor’s 
returns on their investments decreased relative to their increased use of unfiltered 
information (Elliot et al., 2008, p. 488). They further state, that investors’ investment 
choices are heavily dependent on their utilization of unfiltered information (Elliott et al., 
2008, p. 475). Elliott et al. (2008, p. 489) mean that their findings have implications in 
examining how non-professional investors react to financial information presented by the 
firm. Their findings may imply that non-professional investors (more so than other investor 
groups) need “filtered” information, such as audit reports or financial analysis reports, in 
order to make successful investment decisions.  

In a study done by Kelton & Pennington (2012, p. 1180) regarding the value of information 
received by the investors and the presentation of this information, they found that the 
presence of an information cue affects the investment decisions of the users, regardless of 
the context in which it is presented. In addition to this, a study by Kaplan & Pourciau 
(1990, p. 77) finds that the tone of the information cue can change the investor’s view of 
the firm as an object of investment. A positive or favorable (unfavorable) piece of 
additional information presented to the investors in combination with unfavorable 
(favorable) financial statement information usually results in a more positive (negative) 
view of the company as a whole by the investor (Kelton & Pennington, 2012, p. 1880). The 
Key Audit Matters will result in an additional disclosure of the risks regarding the 
company’s financial statements and according to the findings of Fortin & Berthelot (2012, 
p. 18) such disclosures cause non-professional investors to view the company’s future 
performance more negatively. However, Christensen et al. (2014, p. 83) have also found 
that the inclusion of a resolution paragraph had positive effects on the opinions of non-
professional investors. 

3.7 KEY THEORETICAL POINTS 
 
The audit report is the core of our thesis and the background to this involves those who 
prepare the report, auditors, and for whom the report is written, the users of the audit report. 
The confidentiality clause is interesting in regards to our study, as we note that this might 
impede the Key Audit Matters from containing useful information to non-professional 
investors. The divide between the auditor, the public, and the company being audited 
creates a gap in which the public is not being prioritized when auditors are economically 
dependent on the audit fees they receive from companies. 
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The current audit report contains very little information, boilerplate language and a pass/fail 
opinion depending on the reasonable assurance of the accuracy regarding a company’s 
financial statements. Apart from the company itself, auditors are the individuals with most 
information about a company and until now, they have not been required to share their 
process and sensitive information regarding the company with the public. The new audit 
report will most likely require extensive judgments and additional pressure of litigation for 
auditors. The Key Audit Matters will be an interesting addition to the current report 
standard but due to laws and regulations, auditors will not be able to present new 
information, only information already included in the disclosures. Our research question 
and purpose was developed based on the conflicting views regarding the speculative 
success or failure of the new audit report. Up to date, various implementations of similar 
regulations and additions to the audit report have shown varying success. Before the 
implementation, we would like to examine whether the Swedish report is likely to impact 
the main users of the audit report: non-professional investors.  
 
Non-professional investors as compared to professional investors use less information, 
different techniques and ultimately make a less informed investment decision. We would 
like to believe that the addition of Key Audit Matters would increase the amount of 
information non-professional investors use when making a decision, by reiterating the 
potential risks of the information already stated the disclosures.  
 
Based on the purpose of the study as well as previous research, three possible scenarios 
exist for the user group nonprofessional investors as a whole and their view on the 
information in the new audit report and whether or not this information is useful in their 
investment behavior. These scenarios are: (1) The new report contains new and useful 
information; (2) The new report contains new information but it is not useful and; (3) The 
new audit report contains neither new nor useful information compared to the old report. 
  



31	  

4. Practical Method 
The practical method is created in order to facilitate replication and provide the reader 
with a clear description of how we conducted our research. We argue for our choices and 
regarding sampling method, survey creation, pilot study and ultimately survey distribution. 
In addition, we also provide descriptions of the various statistical tests we used to facilitate 
the inexperienced readers understanding of our results. Lastly, we describe the ethical 
considerations we considered in relation to this study.  

4.1 SAMPLING  
 
This study aims to investigate the young Swedish non-professional investor’s perception of 
the new audit report and how it will affect their audit report utilization. Manson & Zamar 
(2001, p. 121) mentions the difficulty of accessing non-professional investors, which have 
previously been mentioned as a neglected population in business research. A population, as 
defined by Weathington et al. (2012, p. 70), is “a group of people or things that share one or 
more publicly verifiable characteristics”. Our population consists of Swedish non-
professional investors between the age of 18 and 40, as we believe that this is the age group 
that will have the longest use of the new audit report out of the entire non-professional 
investor population. We believe that younger investors are in general less knowledgeable 
due to a lack of experience, and that the changes to the audit report might benefit them to a 
greater extent than more experienced investors (Yang, 2013, p. 324). According to Fowler 
(2009, p. 4) the advantage of reaching a census is that every individual is part of the study 
and therefore the result of a study is completely representative of the population.  Reaching 
the entire population and thereby reaching a census is not feasible as non-professional 
investors are an extensive group, which makes the possibility of identifying all units 
virtually impossible. 
 
Despite the difficulty of accessing the population, we have identified some organizations 
whose members consist of Swedish non-professional investors, the biggest ones being 
Swedish Shareholders’ Association (Aktiespararna) and the corresponding youth 
organization (Unga Aktiesparare). We contacted both organizations but were only 
successful in establishing contact with the Young Swedish Shareholders’ Association. This 
contact initiated collaboration with the Young Swedish Shareholders’ Association, which 
served as a connection to reach the younger group of Swedish non-professional investors. 
Young Swedish Shareholders’ Association (Unga Aktiesparare, 2013a) is a sub-division of 
Swedish Shareholders’ Association and a platform where individuals between the ages of 
15 to 28 can receive support, learn about investing and meet other investors in the same age 
range. The organization consists of around 12 000 members, where a majority are students 
with different levels of experience and involvement, but all share a common interest of 
investing. Everyone who pays the members fee and is under the age of 28 is eligible to 
apply and join the organization, which results in some level of uncertainty regarding the 
experience of investing and the usage of the audit report.  
 
Weathington et al. (2012, p. 161, 165) explain that when collecting a sample of the 
population, there are two main types of techniques: probability and non-probability 
sampling. These are based on the assumption of whether each individual in the population 
has the same chance of being a subject in the study or not. In our case, non-probability 



32	  

sampling is used due to the inability of accessing the entire population. This choice might 
decrease the overall validity of this study, but is necessary in order to collect a sample 
(Seliger & Shohamy, 1989, p. 102). To fulfill the purpose of exploring young non-
professional investors reaction and perception to the revised ISA 700 and the new ISA 701 
regulations, we have used various Facebook sites to publicize our questionnaire, which 
corresponds to the non-probability sampling technique self-selection (Saunders et al., 2009, 
p. 241). The self-selection sampling technique is explained by Saunders et al. (2009, p. 
241) as appropriate when the relevant cases are individually in charge of their decision to 
answer the survey and participate in the research or not. The choice of using the self-
selection technique correlates to our research design, as self-selection is appropriate in 
cases where exploratory research is needed (Saunders et al., 2009, p. 236).  
 
Whenever a sample is chosen to represent an entire population, sampling errors can occur. 
These are defined by Singh (2007, p. 109) as “the differences between the sample and the 
population, which occurs solely due to the nature or process in which particular units have 
been selected.” Singh (2007, p. 109) mentions two factors that might cause these errors. 
The first factor involves the selection of a sample that fails to include all variations within 
the population. As previously mentioned, non-professional investors are an extremely 
diverse group that is difficult to pinpoint. For our study, this means we will most likely fail 
to take into account all the characteristics and perceptions of various non-professional 
investors. However, we decrease the sampling error by using a acceptable sample size in 
order to attain a certain level of saturation. We also keep a detailed sampling plan with a 
benchmark experience and knowledge level to decrease the judgments in the sampling 
process. The second factor that has an impact on the sampling error is known as sampling 
bias, which suggests that researchers have a tendency to include samples with certain 
characteristics and end up with a sample that does not represent the population. By utilizing 
Facebook groups, we limit our control of the respondents and the extent to which we reach 
all younger non-professional investors in our sample frame as they might not all have a 
Facebook account or be members of the specific groups we chose to post our survey in. The 
coverage issue in our case means that the non-professional investors who are not Facebook 
members or a part of the investor-groups on Facebook will not be a part of our sampling 
frame (Couper, 2000, p. 467). That means that they have no possibility of being a part of 
our study and therefore our study might not include all different opinions and perceptions.  

4.2 SURVEY CONSTRUCTION 
	  
There are two methods associated with the quantitative survey design: interviews, 
administered face-to-face or via telephone, and self-administered questionnaires (Singh, 
2007, p. 70; Abbott & McKinney, 2012, p. 206). For this study, a questionnaire format was 
chosen, more specifically an online questionnaire. According to Abbott & McKinney 
(2012, p. 206) a questionnaire is used to convert the respondents behavior and beliefs into 
numerical data. A questionnaire was chosen in an attempt to reach a diverse sample and 
obtain a general understanding of the views of many non-professional investors, rather than 
those of a selected few. A self-administered questionnaire in paper format requires the 
respondent to navigate through the questions and answer those that are relevant to them 
(Abbott & McKinney, 2012, p. 210). This commonly creates a problem as respondents lose 
interest in the survey when it requires too much work from them (Fowler, 2009, p. 72). 



33	  

Abbott & McKinney (2012, p. 210) state that by using a web-based questionnaire 
respondents are only redirected to the relevant questions thereby eliminating this issue. We 
therefore opted for an online questionnaire to avoid this problem. Due to the fact that our 
questionnaire branches out based on the respondents view on the novelty of the information 
presented in the Key Audit Matters, an online questionnaire can reduce the chances that the 
respondents lose interest by automatically redirecting them to different alternatives 
depending on their answer choice. Abbott & McKinney (2012, p. 211) also describe the 
advantage of using an online survey when separating subgroups within the respondent 
sample, as can be seen in question four in our questionnaire (see appendix I) regarding the 
level of education amongst the respondents. Again, respondent s can be properly redirected 
to the appropriate question (Abbott & McKinney, 2012, p. 211). This is advantageous for 
this study as it relates to our use of filter questions and branching alternatives described in 
more detail below. There are many available tools for creating and distributing online 
questionnaires. We used the online service provided by Google, known as Google Form, to 
create our survey. Google Form provides a forum for creating questionnaires and collecting 
and compiling the answers into spreadsheets, which are easily transferred to other analysis 
software, in our case Minitab 17 and Minitab Express.   
 
In creating our questionnaire we have especially focused on three of the factors mentioned 
by Singh (2007, p. 71), which are: order of questions, filter items, and caution in phrasing 
questions. The order of the questions was particularly important in the sense that we have 
divided them into four parts closely relating to the purpose of this study. The first section 
aims to gain an understanding of the general characteristics of the respondent such as age, 
gender, and education level. The second section in designed to explore the investment 
behavior and use of investment tools of the respondent in connecting to their investment 
decisions. In doing this, we focus on the ways in which the respondents use the financial 
reports, the audit report, and other external sources when evaluating a company. The third 
section aims to gain insight into the second part of our purpose, namely if the non-
professional investors observe new information through the changes to the audit report. We 
examine how the different parts of the Key Audit Matters, as well as the structural changes 
and additions to the report, affect the perception of the informational value of the revised 
audit report. Finally, the fourth section aims to explore the usefulness of the new 
information, if the respondent perceives this according to the previous section. Question 26  
(see appendix I) in the third section is an example of a filter question, which determines if 
the respondent will continue to the fourth section of questions or end the questionnaire. 
Filter items are used to eliminate respondents based on their answers, and only redirect 
those who are relevant respondents on to the next question (Singh, 2007, p. 70). In table 1 
we have compiled a chart relating each question to the theoretical section from which the 
idea behind them is derived. In observing caution in phrasing our questions for the 
questionnaire, we avoided as much as possible the use of complex terminology, loaded 
questions (or biased questions), unnecessary questions which would result in a lengthy 
questionnaire and using wording that was too specific or too vague. All of these efforts are 
intended to reduce the error that results from unfitting phrasing or wording of questions. 
We strive towards an understandable, straightforward questionnaire where the respondent 
does not feel confused as to what is being asked. This is our attempt at reducing the non-
sampling error as much as possible by clearly stating each question (Singh, 2007, p. 109).  
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Theory chapter Question 

3.1 - Auditor’s role 22, 23 

3.2 - The Public Interest 24, 25, 26, 28, 29, 30 

3.3 - The Current Audit Report 18, 19, 20 

3.4.1 - The Communication Gap 18, 20, 27 

3.4.2 Information Gap 8, 20, 24, 25, 26, 27 

3.5 The New Audit Report 21, 22, 23, 24, 25, 26, 28, 29, 30, 31 

3.5.1 Evidence After Implementation 24, 25, 26 

3.5.2 Objections to the proposed 
changes 

27, 28, 29, 30 

3.6 - Non-professional Investors 9, 10, 11, 12, 13, 17, 18, 19, 20, 21, 22, 25, 26, 27, 28, 30, 
31 

Table 1: Questionnaire connection to the Theoretical Framework 

Singh (2007, p. 69) describes the three types of questions that can be used when creating a 
questionnaire: (1) open-ended questions, allowing the respondent to answer the question in 
a way of their own choosing, (2) dichotomous questions, with two opposing answer choices 
such as yes/no, and lastly (3) multiple-choice questions, where the respondent is presented 
with several answer alternatives. In our questionnaire we have utilised two of the above 
listed question types, namely dichotomous questions and multiple-choice questions. This is 
due to the fact that we in some cases wish to understand how the respondent feels or reacts 
to certain questions, as well as wanting to understand the investment behavior of the 
individual investors.  
 
Some questions, such as question 21, 22, and 23 (see appendix I) in our questionnaire, have 
a “no opinion” option while other questions only have definitive answers. This is an 
intentional choice due to Fowler’s (2009, p. 95) belief that giving the respondents a ‘don’t 
know’ alternative will discourage them from making a choice. Due to the fact that these 
questions are fairly hypothetical, we have provided them with a no opinion alternative. 
Knowledge and familiarity is the determinants of whether respondents choose to answer or 
not (Fowler, 2009, p. 95) and the individuals we believe lack the necessary knowledge has 
been sifted away in the invitation to the survey.  
 
The survey in its entirety with all questions included can be found in appendix I. The 
survey presented in the appendix, as opposed to the actual online version, has numbered 
questions and is divided into four sections for the benefit of the reader of this thesis.  
 
There are four generally accepted types of variables to measure data in a quantitative study. 
These are nominal, ordinal, interval, and ratio. According to Pupovac & Petrovecki (2011), 
nominal variables are those that are mutually exclusive. We have used nominal variables in 
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such questions as those regarding gender, age, and education. Ordinal variables are 
categorically arranged scales where the interval sizes may vary (Pupovac & Petrovecki, 
2011). We utilized a five-point likert scale on as many of the ordinal variables as possible 
in order to facilitate the statistical testing. This simplifies the analyses of the variables, as 
we do not need to code them as we do with the categorical variables (Nominal and ratio). 
Interval variables are categorically organized where the difference between the categories is 
equal, such as temperature (Pupovac & Petrovecki, 2011). Finally, ratio data is similar to 
interval data but with an absolute zero, or no possible value below zero (Pupovac & 
Petrovecki, 2011). Table 2 found below indicate which data will be provided from each 
question. 
 

Data Question 

Nominal 2, 3, 4, 17, 18, 19, 21, 22, 23, 26, 27, 31 

Ordinal 3, 4, 5, 6, 7, 8, 10, 11, 14, 15, 16, 20, 24, 25, 28, 29, 30 

Interval 
 

Ratio 1, 9, 12 

      Table 2: Type of variables used in questionnaire 

4.2.1 Audit Report Case  
	  
In order to properly present the new audit report regulations, we were inspired by the 
methods used by Christensen et al. (2014) in a similar study done in the U.S.A. In their 
study, Christensen et al. (2014, p. 77) provided the respondents with various combinations 
of an audit opinion, the Critical Audit Matters (U.S. version of the Key Audit Matters), the 
paragraph describing how the risk was addressed by the auditor, financial statement 
footnotes and an income statement. To give the respondents a general understanding of the 
pending changes to the audit report, we attached the following extracts from an audit report 
and financial statements to the relevant sections of the questionnaire: an audit opinion, two 
examples of Key Audit Matters along with the resolution paragraph, an income statement, 
and the disclosures from the financial statements relating to the Key Audit Matters. The 
case we attached to our survey can be found in appendix II. As we could not use a Swedish 
audit report as our case example we chose to use the Compass Group (Compass Group, 
2015), a listed company in the U.K. We removed all mention of the company’s name as 
well as the name of the audit firm, in order to make the case as anonymous and general as 
possible. We wanted the respondents to generate an independent opinion about the 
company, without previous knowledge of the company. The income statement and 
disclosures were provided to give the respondents access to financial statement information 
that they may use in their usual investment decisions. Also, the disclosures from the 
financial statements provide a means of comparison to the information provided in the Key 
Audit Matters paragraphs, allowing the respondents to form an opinion on the novelty and 
usefulness of the Key Audit Matters. 
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4.3 PILOT SURVEY 
	  
Ejlertsson & Axelsson (2005, p. 35) describes the importance of a pilot survey as a chance 
to correct potential mistakes and misinterpretations and ensure that the researchers get the 
data needed in order to fulfill the purpose of the study. This was accomplished by providing 
a few, carefully chosen individuals with the questionnaire, as well as any additional 
information that is used in the final questionnaire. We asked seven students to review our 
survey and critique its content, wording, spelling and the answers each question has. We 
chose these individuals because they had some interest in investments and could provide 
useful insights into our survey. In addition to this, our supervisor and four individuals in 
our seminar group did the same. In total, 12 individuals were a part of our pilot survey and 
their suggestions were considered prior to distributing the survey.  
 
The pilot survey highlighted some mistakes in spelling as well as a few suggestions 
regarding the answer alternatives, wording of the questions and using a bigger font for the 
link to the case material, and these were corrected prior to distributing the final 
questionnaire. Another issue discovered was that one individual was unable to download 
the case material that respondents should read before answering question 21-31. None of 
the other pilot respondents experienced this and the issue seemed to arise due to the choice 
of browser used when trying to download the file. Apart from this, no major issues were 
uncovered but administering a pilot survey made sure that our survey worked and provided 
us with useful information.  

4.4 SURVEY DISTRIBUTION 
 
Our first attempt at reaching out to an organization dedicated to gathering and helping non-
professional investors was an email that we sent to several of the board members of 
Swedish Shareholders’ Association Umeå. We found contact information to the board 
members of Swedish Shareholders’ Association’s official website, but unfortunately we 
never heard back from any of these board members.  We then proceeded to contact the 
Chairman of Young Swedish Shareholders’ Association Umeå (17th of February 2016), as 
we felt that it was the most convenient option, seeing as we reside in Umeå. However, this 
representative recommended that we contact that head office in Stockholm, as this is where 
all the information sent out to members was handled. On the 29th of February 2016, we sent 
an email to the Federation Board at Young Swedish Shareholders’ National Association 
(see appendix III), which was forwarded to the Head of Marketing. Having reached the 
Head of Marketing, we received a response that a short summary of our study and a link to 
our questionnaire could be posted to their Facebook page for the most active members. This 
group encompasses approximately 280 members of Young Swedish Shareholders’ 
Association throughout Sweden. On March 16, 2016 the link to our questionnaire was 
posted. The e-link was also shared via Young Swedish Shareholders’ Association’s official 
Twitter page, with around 3,000 followers. This did not provide the spread or response that 
we desired, resulting in only a few responses.  
 
We recognized that we needed to reach out to more young Swedish non-professional 
investors and decided to continue using Facebook as our portal. We reached out to multiple 
smaller groups within Young Swedish Shareholders’ Association, mostly specified groups 
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to the cities or regions that had at least 50 members. We also received a tip from one of the 
smaller Young Swedish Shareholders’ Association groups that we contacted, advising us to 
share our questionnaire in larger closed groups, with a large number of members that were 
directed at those interested in shares and trading on a non-professional level. We chose to 
follow this advice due to the fact that we were unable to establish direct contact with the 
Swedish Shareholder’s Association and wished to reach those between the ages of 28 to 40 
as well as the population of Young Swedish Shareholder’s Association. An example of the 
post can be found in appendix IV. An outline of the groups contacted, as well as the 
number of members and the dates the information about our study was posted can be found 
in table 3 below.  
 

Facebook-pages Members First post Second post 

Unga Aktiesparare Linköping 651 23/3/2016 
 

Unga Aktiesparare Jönköping 603 29/3/2016 
 

Unga Aktiesparare Borås 67 29/3/2016 
 

Unga Aktiesparare Uppsala 582 29/3/2016 
 

Unga Aktiesparare Östersund 116 29/3/2016 
 

Unga Aktiesparare Visby 112 1/4/2016 
 

Unga Aktiesparare Västerås 581 1/4/2016 
 

Unga Aktiesparare Helsingborg 176 1/4/2016 
 

Unga Aktiesparare Kalmar/Nybro 278 1/4/2016 
 

Unga Aktiesparare Södertälje 93 1/4/2016 
 

Unga Aktiesparare Kristianstad 175 1/4/2016 
 

Unga Aktiesparare Växjö 256 1/4/2016 
 

Unga Aktiesparare Örebro 263 4/4/2016 
 

Unga Aktiesparare Gävle 177 4/4/2016 
- 

Unga Aktiesparare Karlstad 286 4/4/2016 
- 

    

Facebook-groups Members First post Second post 

Aktier 24,273 2/4/2016 5/4/2016 

Aktier - Småbolagsjakten 15,905 2/4/2016 5/4/2016 
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Aktieraketer 14,857 2/4/2016 5/4/2016 

Aktier & Vänner 5,055 2/4/2016 5/4/2016 

Aktier & PPM 3,785 2/4/2016 5/4/2016 

Tjejer som gillar aktier 3,482 2/4/2016 5/4/2016 

Bättre Utsikter 1,764 4/4/2016 -  
Table 3: Groups in which we posted out questionnaire, along with the number of members 
and dates which we posted 

As we used the Internet as a platform for gathering our sample, we had to be aware of the 
limitations involved. Internet users as a whole are a skewed population, but according to 
Hewson et al. (2001, p. 27), it is only in terms age. As for Facebook, 75% of their users are 
under the age of 44 (Statista, 2015), which is approximately the age of our target group. 
The response rate is difficult to calculate, as it is impossible to determine how many users 
saw the post in each individual group or how many of the respondents that are a member in 
multiple groups. We were further unable to determine how many responses were derived 
from each post, as many were done on the same date. We only know that the first eight 
respondents came from the closed group for the Young Swedish Shareholders’ Association, 
in which we first posted our questionnaire. The groups we chose to post our survey in are 
very active and therefore a post is not visible for a long period of time, we are therefore 
unable to determine how many views our post received from unique individuals. These are 
also what we believe to be the reasons we experienced difficulties when gathering our 
sample. 

4.5 STATISTICAL ANALYSIS 
 
The following is a description of the statistical test used in the results section of this study. 
These included the two-sample t-test, the one-way analysis of variance test, chi-squared test 
of independence, and simple/multiple regression analysis.  

4.5.1 Two-Sample T-test 
 
A two-sample t-test is a statistical analysis used when comparing two means from different 
groups. The test is based on a null hypothesis which indicates that the two means are equal 
H0: µ1- µ2= 0, while the alternative hypothesis states that the means are different H1: µi - µ1 ≠ 
0 (Kahn, 2013, p. 130).  The data must not have a normal distribution and instead the 
underlying assumption is that data must be continuous, which is equivalent to interval data. 
The questions in our survey with a likert scale can therefore be analyzed using a two-
sample t-test. Reliability of the results are increased if equal variances exist, but is not an 
assumption for the t-test (Kahn, 2013, p. 130). 

4.5.2 One-way Analysis of Variance 
 
In order to test the possibility of differences between the mean values of different groups of 
a dependent variable in relation to an independent variable, we used an analysis of variance 
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test, also commonly referred to as an ANOVA F-test. The ANOVA test can be used to 
compare a number of different factors or groups (Bewick et al., 2004, p. 130), and aims to 
compare the differences in means between groups within a sample by analyzing their 
variance (Ostertagová & Ostertag, 2013, p. 257). There are difference versions of the 
ANOVA test, however we opted to use the simplest version, as our comparisons are rather 
straightforward. This simplest case of the ANOVA is called a one-way analysis of variance 
and is used when the data being compared is divided into groups based on a single factor of 
comparison (Ostertagová & Ostertag, 2013, p. 256). The assumptions made when 
performing an ANOVA test are that the data used is normally and independently distributed 
(Ostertagová & Ostertag, 2013, p. 261). The one-way ANOVA can only display a 
difference between the means of different groups in relation to an independent variable but 
cannot show the nature of the relationship between the variables.  

4.5.3 Chi-Square Test of Independence 
 
The chi-square test of independence tests the correlation between two categorical variables 
and hypothesizes whether there is an association between the variables or not. The test 
yields a contingency table that calculates the expected cell counts and compares that to the 
observed count and from that calculates the strength between the variables. The expected 
values are what the observed values should yield given that there is no difference between 
the groups’ means. (Delucchi, 1983, p. 166) In addition to the useful p-value, the test also 
provides a Pearson chi-square, which is the sum of the standard deviation between the 
expected and observed values (Chen, 2013, p. 239) 
 
We use the chi-square test the relationship between two questions yielding nominal data. 
However, when analyzing the final question, question 31, we use the chi square test to 
make generalizations regarding the population as our sample size sometimes too small to 
yield a p-value. When the expected count is less than 1, Minitab is unable to calculate the 
correlation between the variables. It should also be noted that the test should not be used 
when one or more cells contain less than five observations (Delucchi, 1983, p. 166). 
Despite the lack of a p-value, we use the contingency table to draw conclusions about the 
increased amount of non-professional investors who will read and use the audit report. 
Therefore, it is not possible to make statistically viable conclusions as the sample is too 
small. (Delucchi, 1983, p. 168) But with the addition of other tests we can be reasonably 
sure that our observations are correct.  

4.5.4 Multiple Regression Analysis 
 
According to Uyanik & Güler (2013, p. 234), the purpose of a regression analysis is to 
examine the causal relationship between variables. By performing a regression analysis, the 
researcher can gain knowledge of whether or not there is a relationship between variables, 
as well as the strength of the potential relationship (Uyanik & Güler, 2013, p. 235). There 
are two main types of regression analyses, single regression and multivariate (or multiple) 
regression, where a multiple regression involves comparing one dependent variable against 
two or more continuous independent variables (Uyanik & Güler, 2013, p. 235). Within 
multiple regression, both linear and logistical regression was used to test the variables in 
this study. A logistic regression involves comparing one dependent variables to two or 
more independent variables that are continuous in their nature (Collis & Hussey, 2014, p. 
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283). On the other hand, a linear regression shows the strength and direction of categorical 
variables being compared (Collis & Hussey, 2014, p. 281). When doing a regression 
analysis, “a normal distribution, linearity, freedom from extreme values and having no 
multiple ties between independent variables” (Uyanik & Güler, 2013, p. 235) is assumed. 
 
A regression analysis results in an equation showing the relationship between the variables 
being tested, and the extent to which each independent variable(s) affects the dependent 
variable (Uyanik & Güler, 2013, p. 239). Several indicators are also calculated, allowing 
the results of the test to be interpreted. The first is a p-value, which is used, as in previously 
described tests, to validate or reject the significance of the relationship. The variance 
increase factors (VIF) are used to determine multiple relations between variables, where 
values equal to or higher than 10 indicate multiple relations (Uyanik & Güler, 2013, p. 
238). We have observed the VIF values for our testing and controlled that none are above 
the crucial level of 10. The r-squared shows how well the model explains the variance in 
the dependent variables tested (Uyanik & Güler, 2013, p. 239). The r-squared is presented 
as a percentage between 0-100, where 100 percent indicated that the equation completely 
explains the variance in the dependent variable. Finally, the coefficient indicates the 
importance of each independent variable in the equation, where a higher level of 
importance is represented by a higher value (Uyanik & Güler, 2013, p. 239).  

4.5.5 P-values 
 
All the above-mentioned tests produce a p-value by which the differences between the 
means can be determined. The hypotheses tested are the null hypothesis, H0: µ1=µ2=µ3, 
meaning that all means are equal between the groups, and the alternative hypothesis, H1: µi ≠ 
µ1, meaning that all means are not equal (Kahn, 2013, p. 132-136; Ostertagová & Ostertag, 
2013, p. 259).  A p-value below the given significance level α, commonly set at 0.05 or 5 
percent, allows a rejection of the null hypothesis and thereby an acceptance of the 
alternative hypothesis. This entails that there is a difference between the means of at least 
two of the groups (Bewick et al., 2004, p. 132). 

4.6 ETHICAL AND SOCIAL CONSIDERATIONS 
	  
Ethics is defined by Dixon et al. (2015, p. 40) as “a set of standards of conduct that 
distinguish between right and wrong”. Dixon et al. (2015, p. 41) continues to discuss that 
when conducting any kind of research, it is important to execute the research with honesty, 
moral and respect, to both individuals and organizations. Being able to present a 
trustworthy result with integrity should be the aim of every researcher. Depending on the 
nature and design of the research being conducted, different ethical issues might 
arise.  Diener & Crandall (1978) have presenter four ethical issues that are commonly used 
as pillars for ethical research: Potential harm to participants, lack of informed consent, 
deception and invasion of privacy.  
 
The first ethical issue, “harm to participants” deals with the safety of respondents and 
making sure that no harm would come from participating in the study, this includes 
physical and mental harm such as pain or humiliation, as well as any other negative 
consequences associated with the study (Dixon et al., 2015, p. 42). When considering our 
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research, this is not a significant issue as the participants’ individual responses will not be 
communicated to anyone else and the research is not of such nature that it will inflict pain 
or emotional distress (Vanclay et al., 2013, p. 247). Instead, the research will only cause the 
respondents to reflect on their own personal investment behavior, which we do not believe 
will result in any harm to the participants.   
 
The second ethical issue, “lack of informed consent” revolves around the participant’s 
knowledge and understanding of the purpose of the study and what is required by the 
respondent (Vanclay et al., 2013, p. 246). Dixon et al, (2015, p. 42) points out that the word 
consent itself means voluntary, meaning that individuals have to receive sufficient 
information in order to individually make a rational decision to be included in the research 
or not. We have addressed this issue by including a cover page (see appendix V) describing 
what they are participating in, the purpose of the study as well as our contact information 
encouraging them to contact us if they have any questions, thoughts or overall comments.  
 
The third ethical issue, “deception” involves the researcher’s responsibility to be honest 
with the participants regarding their intentions of the study (Dixon et al., 2015, p. 43). It is 
important to note that researchers rarely reveal all the information regarding their study and 
that the issue instead is associated with the researchers´ intentional deception of participants 
(Dixon et al., 2015, p. 44). We have no intention of lying or presenting false data and are 
open to questions regarding our research.  
 
The fourth and final ethical issue presented by Diener & Crandall (1978) is invasion of 
privacy. This is related to the issue of anonymity and is defined by Dixon et al. (2015, p. 
45) as an “individual’s right to decide when, where, to whom and to what extent his or her 
attitudes, beliefs, and behavior will be revealed”. By participating in a study, respondents 
should not risk that their identity and personal opinions should be shared with others. The 
invasion of privacy issue should be, and is, an integral part of our research process. We 
would not receive a result without our respondents and are responsible for protecting and 
respecting the participants in our study. After completing the survey, the responses are 
digitally recorded and immediately transferred to a spreadsheet making it impossible to 
connect the participant to his/her answers. In addition to this, we are unable to identify 
which individuals who were are redirected from facebook.com or twitter.com. We deem 
that there are no questions, with the exception of question 12 (see appendix I), which is 
optional, that could be seen as sensitive information, and if this is the case participant are 
able to terminate the survey at any time. Interestingly enough, the invasion of privacy issue 
is the reason to why we were unable to receive a mailing list from the Young Swedish 
Shareholders’ Association as this has been exploited in the past, exposing the non-
professional investors’ personal information. 
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5. Results 
 The results chapter is a step-by-step presentation of the results after various statistical 
tests were done on the data we attained through the survey. When creating the chapter, we 
had our purpose in mind, which resulted in our presenting the demographics first, followed 
by the perception of Key Audit Matters and readers of the new audit report. This is also the 
structure of the survey used in this thesis.  

5.1 DEMOGRAPHICS OF RESPONDENTS 
 
The respondents’ demographics are presented in the table below and contain the answers 
and percentages from question 1-13 and 16. The distribution graph for the variable age is 
skewed due to the majority of the respondents (80%) being under the age of 30. For the 
purpose of the univariate tests describes in section 5.2.1, no categories were used when 
testing age.  
 
According to the Young Swedish Shareholders’ Association’s website, 77% of their 
members are males and 23% are females (Unga Aktiesparare, 2013b). This corresponds 
reasonably well to our questionnaire results where the percentages were divided 69% and 
31% respectively. Christensen et al. (2014, p. 80) found a similar gender distribution in 
their study, which also encompassed non-professional investors. This provides assurance 
that the gender distribution of our sample reflects the gender distribution of the population. 
 
Participants 100 100% 

   
      Age  English Proficiency (Audit report) 
15-20 13 13% 1  4 4% 
21-25 47 47% 2 21 21% 
26-30 20 20% 3 28 28% 
31-35 9 9% 4 29 29% 
36-40 4 4% 5 18 18% 
41-45 2 2% 

   46-50 2 2% Investment tenure 
51-55 2 2% 0-2 years 27 27% 
56-60 2 2% 2-4 years 33 33% 

   
4-6 years 15 15% 

Gender 6-8 years 11 11% 
Male 69 69% More than 8 years 14 14% 
Female 31 31% 

   
   

Frequency of purchase/sale 
Membership Daily 8 8% 
Young Swedish 
Shareholder’s 
Association 45 45% Weekly 38 38% 
Swedish 13 13% Monthly 50 50% 
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Shareholder’s 
Association 
Neither 42 42% Yearly 3 3% 

   
Less than once a year 1 1% 

Education 
   High School 21 21% Scope of shares 

Community 
College 10 10% Short-term 13 13% 
University 69 69% Long-term 46 46% 

   
Even distribution 41 41% 

Completed University Degree 
   Bachelor Degree 27 39% Value of investments 

Masters Degree 14 20% Less than 10,000 SEK 4 4% 
Bachelor + 
Masters 3 4% 10,000 - 20,000 SEK 9 9% 
Bachelor + 
Masters + PhD 2 3% 20,000 - 30,000 SEK 5 5% 
Masters + PhD 3 4% 30,000 - 40,000 SEK 6 6% 
No completed 
Degree 20 29% 40,000 - 50,000 SEK 6 6% 

   
More than 50,000 SEK 61 61% 

Experience with auditing No answer 9 9% 
Academic 22 22% 

   Professional 17 17% Types of companies 
Academic & 
Professional 12 12% Only Swedish 19 19% 
Academic & 
None 2 2% Mostly Swedish 46 46% 

None 47 47% 
Even Distribution of 
Both 19 19% 

   
Mostly International 13 13% 

English Proficiency (Financial terms) Only International 3 3% 
1 3 3% 

   2 9 9% Do you read the audit report? 
3 30 30% Yes 49 49% 
4 35 35% No 51 51% 
5 23 23% 

   Table 4: Presentation of respondent demographics 

The following variables are not included in the analysis: English proficiency financial 
terms, English proficiency audit report, total value, scope and type of company were 
included in the survey as control questions in order to justify our results and make sure our 
respondents were reasonably qualified and capable of comprehending the attached version 
of the new audit report. 
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The questions regarding the respondent’s English proficiency revealed that they felt more 
comfortable and knowledgeable regarding financial terms than the language in the audit 
report, implying that the complicated wording auditors use is not beneficial for the users of 
the audit report. Despite this, if the value of three is considered an average understanding, 
then the means for the sample are above average in both understanding of financial terms 
and audit language. This indicates that the respondents have the necessary level of 
understanding to interpret the information provided to them in the case material. 61% of the 
respondents noted that their investments are worth over 50,000 SEK. This reveals that most 
respondents are reasonably experienced non-professional investors and are more likely to 
provide us with results representative of the population.  
 
Question 13 (see appendix I) in the survey asked the respondent which kind of companies 
they invest in. This was done to make sure our sample invested in Swedish companies. 
Only three individuals answered that they only invest in international companies, but 
statistical analyses could rule out the existence of deviating means or answers as compared 
to the other groups. Therefore we concluded that these three individuals could participate in 
our study.  

5.1.1 Coding 
 
The coding process of the data collected through the survey is defined by Singh (2007, p. 
82) as “the process of conceptualizing research data and classifying them into meaningful 
and relevant categories for the purpose of data analysis and interpretation”. In quantitative 
research, numerical values should be assigned to the non-numerical variables for the 
purpose of statistically analyzing the data. This involves assigning codes to the multiple-
choice answer alternatives that are not numerical making it possible to analyze the size of 
the groups that answer in the same way (Singh, 2007, p. 82). In order to perform statistical 
tests on our collected data, numeric coding of the variables was required. On those 
questions that had multiple choice alternatives, the coding was based on a numeric scale 
from 0 to 6, depending on the number of choices allowed in the questionnaire. Table 5 
shows how each of these questions was coded and the answer choices assigned to each 
numeric value. 
 

	  
Table 5: Coding of variables for statistical testing 
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For the multiple regression analyses, we separated the variables within each categorical 
independent variables, assigning the number one for those respondents who answered this 
alternative in the questionnaire, and assigning the remaining respondents a zero. This 
means that all respondents had all respondents had a one on the answer alternative that they 
chose, and a zero on the other answer alternatives. For example, for the independent 
variable education, we separated the answer alternatives high school, community college, 
and university into three separate variables. A respondent with a university level education 
would have a one assigned to the university alternative, and a zero assigned to the high 
school and community college alternatives.  

5.2 INDIVIDUAL VARIABLE TESTING 
 
At the first stage of our analytical process, a number of independent variables were tested 
against dependent variables, to observe which of these variables proved to have a 
significant difference between the means within the groups. For this first section of the 
results chapter, the results of simple linear regression, two-sample t-tests, chi-squared tests, 
and one-way ANOVA testing is displayed. Only those tests that provided a significant p-
value, based on a 5% significance level, are included in the table below. The independent 
variables included in the first round of testing are: age, gender, education, experience, 
investment experience, investment frequency, risk classification, and if the respondent 
reads the current Swedish audit report. The dependent variables used are all the questions 
from sections three and four in the questionnaire, as well as the second half of the second 
section starting with the question regarding risk classification. These tests are done in order 
to fulfill the first part of our purpose, in observing demographics and whether there are any 
characteristics that influence the respondent answers. 
 
The significant p-values from the mentioned sets of testing are presented below in table 6. 
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Table 6: Significant p-values of independent two-sample t-test1, simple regression2, one-
way ANOVA3, and chi-squared tests4 

The distribution for each demographic was tested in order to examine the normality of each 
variable using histograms with fitted lines, where the normal distribution would yield a bell 
shaped curve. Some variables, such as age and value of investment, resulted in a skewed 
distribution when using histograms with fitted lines. However, a majority of the variables 
presented a normal distribution leading us to make the assumption that our sample follows 
the normal distribution.  
 
In the following testing, a 95% confidence interval and a 5% significance level was used in 
all tests to determine which variables had a significant difference or relationship to each 
other. For each test that included two groups within the independent variable a two-sample 
t-test was used. For those with three or more groups within the independent variables a one-
way ANOVA test was used. The independent variables that are categorical were tested 
using the chi -square test of association. 

5.2.1 Age 
 
The independent variable age was tested against all dependent variables using simple linear 
regression due to the fact that there were more than 12 different values within the category 
of age. The significant dependent variables were risk classification and the respondent’s use 
of disclosures and the regression relationship is presented in figure 5 and figure 6 below.  
 

	  
Figure 3: Specification of univariate test between Age and Risk Classification     

Figure 3 shows the regression equation Risk-classification = 3,8562 – 0,03285 Age, from 
which it can be concluded that there is a negative relationship between the two variables 
risk classification and age. Based on the coefficient -0,03285, it can be seen that as age 
increases, the respondents become more risk seeking in their investment decisions. This 
relationship is the strongest between ages 15-35, as this is the age span of the majority of 
the respondents. It is difficult to make any judgments about those over 35 years of age, as 
there are too few within this age range in our sample. 
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            Figure 4: Specification of univariate test between Age and Use of Disclosures 

 
Secondly, figure 4 shows the relationship between the use of disclosures and the 
respondents’ age through the regression equation Use of disclosures = 3,4546 – 0,04205 
Age. This once again illustrates a negative relationship between the two variables meaning 
that as age increases, the extent to which the respondents use the disclosures in their 
investment decisions decreases 

 

5.2.2 Gender 
	  

     Males Females 
Risk Classification 
(Means) 2,74 3,48 

StDev 1,19 1,08 
Use of MD&A (Means) 3,16 2,06 
StDev 1,17 1,12 
Use of Firm-specific 
Info (Means) 3,19 1,97 

StDev 1,19 1,08 
Use of Media (Means) 3,52 3,97 
StDev 1,20 0,95 

Table 7: Specification of univariate test between Gender and Risk Classification, Use of 
Management D&A, Use of Firm-specific information, and Use of Media 

There is a statistical difference between the genders in relation to their risk behavior. On a 
five point Likert scale, where 1 is risk seeking and 5 being risk averse, the means therefore 
are significantly different. The means indicate that women tend to be more risk averse as 
compared to males. The means of males and females were significantly different when 
comparing gender to the utilization of Management Discussion & Analysis when forming 
an independent opinion of a company. The means demonstrate that males use this 
independent variable to a larger extent than females. The same can be said for the usage of 
company specific information; males use this information significantly more than females. 
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The fourth significant independent variable is the utilization of media when evaluating a 
company, where females use the variable to a larger extent than males. 
 

 Male Female All 

No 18 15 33 

Expected 22,77 10,23 
 

No Opinion 18 9 27 

Expected 18,63 8,37 
 

Yes 33 7 38 

Expected 27,60 12,40 
 

All 69 31 100 

Table 8: Specification of univariate test between Gender and Audit Opinion Placement 

A pattern can be found when comparing to the expected values for males, a higher 
percentage of respondents felt that their perception of the audit report would be positively 
impacted by the repositioning of the audit opinion while a lower than expected percentage 
thought that the relocation would not change their perception. The exact opposite 
relationship can be found when observing the female’s distribution. When comparing the 
groups to each other, males seem to be more positively impacted than females by moving 
the audit opinion to the beginning of the report as oppose to the current report where the 
opinion is placed last.  

5.2.3 Education 
 
Based on the means presented in Table 9 below, it seems that those respondent with solely 
a high school level of education have a significantly higher mean, at 3,57, with regards to 
risk behavior as compared to the other two education levels that are fairly similar in their 
mean levels of 2,6 and 2,84. This indicates that those respondents who only have a high 
school education exhibit more risk-averse tendencies than other education levels.   
 

  
   High School Community College University 

Risk Classification 
(Means) 3,57 2,60 2,84 
StDev 1,17 0,84 1,02 
Use of Disclosures (Means) 2,48 1,30 2,42 
StDev 1,36 0,48 1,28 

Table 9: Specification of univariate test between Education, Risk Classification, and Use of 
Disclosures 



49	  

For the second significant factor, the group of respondents who have a community college 
level of education are the significantly different to the other two education levels. The mean 
value for those with community college education is 1,3 in comparison to those with high 
school or university level education that have almost equal means at 2,48 and 2,42. This 
indicates that those with a community college education use disclosures significantly less in 
their investment behavior than the other two groups with a higher mean value.  
 

 

 

 

 

 

 

 
  



50	  

5.2.4 Experience 
 

  
 

  Academic Professional None 
Academic & 
Professional 

Academic 
& None 

Use of Financial 
Documents 
(Means) 4 4 3,19 4,08 4 
StDev 1,11 1,06 1,26 1,165 1,41 
Use of Disclosures 
(Means) 2,82 2 1,94 3,25 3 
StDev 1,26 1,06 1,15 1,22 2,83 
Use of Audit 
Report (Means) 2,14 2,41 2,02 3,25 3 
StDev 1,08 1,23 1,11 1,29 2,83 
Use of MD&A 
(Means) 3,23 3,24 2,49 2,58 4 
StDev 1,15 1,25 1,16 1,51 1,41 
Use of Firm-
specific info 
(Means) 3,27 3,29 2,47 2,33 4,5 
StDev 1,20 1,16 1,25 1,23 0,71 
Use of Audit 
Report - Risk 
Assess. (Means) 2,46 2,12 1,79 2,83 3 
StDev 1,34 1,05 0,98 1,19 2,83 
How informative, 
current (Means) 2,41 2,41 2,15 3,42 3,5 
StDev 0,96 0,87 0,93 0,99 0,71 

Table 10: Specification of univariate tests between Experience and Use of Financial 
Statements, Use of Disclosures, Use of Audit Report, Use of MD&A, Use of Firm-specific 
information, Use of Audit report in Risk Assessment, and How informative (current) 

Five variables were significant in relation to the respondent’s previous auditing experience 
or lack thereof; the utilization of financial documents, disclosures, audit report, 
management discussion and analysis and company-specific information. The respondents 
with no previous experience graded all variables lower than those with any kind of previous 
experience, with the exception of company specific information where those with academic 
& professional experience graded the variable lower than those with no previous 
experience. When observing the means presented in the table above, it can be noted that 
those with some kind of academic experience use disclosures to a larger extent to those 
without. 
 
When asked to which extent the respondents used the audit report to assess risk, the means 
were significantly different depending on the amount of previous experience. The most 
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distinguishable group was those without previous experience who scored it 1,79, which is 
significantly lower than other groups. Those who have academic experience with auditing 
use the audit report to assess risk to a larger extent than those without academic experience 
or those who only have professional experience. The current audit report is perceived as 
more informative, 3,42, by those who have both academic and professional experience 
compared to the other groups.  

5.2.5 Investment Experience 
 

   0-2 years 2-4 years 4-6 years 6-8 years >8 years 
Risk Classification 
(Means) 3,33 3,18 2,87 2,46 2,29 
StDev 1,07 1,01 1,06 0,69 1,14 
Use of Firm- 
Specific info 
(Means) 2,44 3 2,8 2,09 3,64 
StDev 1,39 1,06 1,42 1,3 0,93 

Table 11: Specification of univariate tests between Investment Experience, Risk 
Classification, and Use of Firm-specific information 

When comparing the means of the groups with regard to the respondent’s risk 
classification, a clear trend can be found. When observing the means, it is clear that with 
increased time as an investor, the level of risk increases as well. Ranging from those who 
have been investing for 0-2 years who averaged 3,33 on risk classification, indicating that 
they are somewhat risk averse, to the non-professional investors who have been investing 
for more than 8 years with a mean of 2,29 indicating that they are more risk seeking than 
those with less investment experience. 
 
This increasing trend could however not be observed when comparing the means in the 
dependent variable company-specific information. Those with the most experience, over 8 
years, averaged the highest at 3,64 compared to the group 6-8 years with the lowest mean at 
2,09. The group with the least amount of time as investors, less than two years, also 
averaged low at 2,44. Statistically there is at least one group with a different mean than the 
others, however there is not clear trend in relation to the respondent’s investment 
experience. 

5.2.6 Investment Frequency 
 

 
  Daily Weekly Monthly Yearly 

> Once 
a year 

Use of Audit Report (Means) 3,38 2,32 2,10 1,33 4 
StDev 1,51 1,34 0,99 0,56 * 
Use of MD&A (Means) 3,75 3,29 2,36 2,33 2 
StDev 1,28 1,09 1,19 1,53 * 
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Use of Firm-specific info 
(Means) 3,75 3,18 2,40 2,33 3 
StDev 1,39 1,25 1,16 1,53 * 

Table 12: Specification of univariate tests between Investment Frequency and Use of Audit 
Report, Use of Management D&A, and Use of Firm-specific information 

A clear trend can be observed in the usage of the audit report when evaluating a company 
between the groups. Those respondents who invest more frequently use the audit report to a 
larger extent than those with lower frequency. The exception is alternative “less than once a 
year” but as this group only contains one respondent it is difficult to analyze and compare. 
A larger sample would provide a better analysis of this group. The same trend can be 
observed when comparing the utilization of management discussion and analysis and 
company-specific information to the different frequency groups; those with higher 
frequency use the various tools to a larger extent. 

5.2.7 Read Current Audit Report 
 

    
 

    
Does not read the 
audit report 

Does read the 
audit report 

English Auditing Language (means) 3 3,73 
StDev 1,08 1,06 
Use of Financial Statements (means) 3,33 3,94 
StDev 1,35 1,03 
Use of Disclosures (means) 1,90 2,76 
StDev 1,08 1,33 
Use Audit Report (means) 1,71 2,88 
StDev 0,99 1,17 
Use Audit Report - Risk Assess. 
(means) 1,43 2,88 
StDev 0,67 1,15 
How informative, current (means) 2,06 2,82 
StDev 0,88 0,99 
Audit Resolution (means) 3,09 3,55 
StDev 0,99 1,02 
Useful in investment decisions (means) 2,62 3,29 
StDev 0,98 0,17 

Table 13: Specification of univariate tests between Read the current audit report and 
English Auditing Language, Use of Financial Statements, Disclosures, and Audit Report, 
Use of Audit Report in risk assess., How informative (curr.), and Useful in inv. Decision 

The first factor which was observed as being significantly different between the groups was 
what the respondent stated their level of understanding to be when it come to the auditing 
language used, more specifically, how well they understand the audit report when it is 
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presented in English. Here, the results indicate that those who read the current audit report 
also view their understanding of this audit terminology as higher. 
  
Of the factors relating to the investors use of different tools in their investment decision-
making process, three were significantly different between those who read the current audit 
report and those who do not. For all three of these categories, to what extent the investor 
uses the financial statements, disclosures, and audit report to form decisions when 
investing, all showed the same trend. Those investors who read the current audit report 
stated a significantly higher mean level of usage of all three tools, as compared to those 
who do not read the current audit report. 
 
Not surprisingly, those who read the current audit report also have a higher mean value of 
how informative the current audit report is. However, both groups view the audit report to 
be on the lower half of the scale, as no group has a mean over 3. This implies that all 
investors view the audit report as rather uninformative. 
 
In relation to the questions regarding the pending changes to the audit report, the two 
significant factors are how the respondents view the audit resolution in the new version of 
the audit report, and how useful the changes are in their investment decisions. For both 
factors, the respondents who read the current audit report had a higher mean value than 
those who do not read the audit report. This means that the respondents who read the audit 
report are more positive to these two aspects of the changes and find them more useful. 
 

  
Does not read 
audit report 

Does read 
audit report All 

Clearly stating the audit firm will not 
change perception of audit report 15 10 25 
No Opinion 24 13 37 
Clearly stating the audit firm will 
change perception of audit report 12 26 38 
All 51 49   

Table 14: Specification of univariate test between Read the current audit report and 
Statement of the Audit Firm 

The results show that a majority of those who have stated that they read the current audit 
report have also responded that the clear statement of the audit firm will affect their 
interpretation of the audit report. About 20% of the respondents in this group felt that the 
statement of audit firm would not affect their interpretation of the report, and 30% had no 
opinion either way. Of those who do not read the current audit report, about 50% had no 
opinion regarding the matter, and the remaining respondent were evenly divided between 
the response that it would affect their interpretation and that it would not affect their 
interpretation.  
 

  
Does not read 
audit report 

Does read 
audit report All 

Clearly stating the audit tenure 
will not change perception of audit 17 15 32 
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report 
No Opinion 20 10 30 
Clearly stating the audit tenure 
will change perception of audit 
report 14 24 38 
All 51 49   

Table 15: Specification of univariate test between Read current audit report and Statement 
of Audit Tenure 

The results were similar when respondents were asked if stating how long the same audit 
firm had performed the audit for the company, know as the audit tenure, would affect their 
interpretation of the audit report. Here it is once again apparent that those who read the 
current audit report have a higher rate of indicating that the statement of audit tenure in the 
audit report would impact their interpretation of the report. Also, as in the previous section, 
the number of responses to the other two answer alternative is fairly evenly split, with a few 
more answering ‘No’ that ‘No Opinion’. For those who do not read the current audit report 
the responses are more evenly distributed between the three answer alternatives than in the 
previous section. However, once again the largest number of respondents had no opinion on 
the matter, followed by the feeling that the statement of audit tenure would not affect their 
interpretation, and finally the fewest responses were to the answer choice ‘Yes’.  

5.2.8 Multiple Regression Analysis 
 
To continue, for all those dependent variables that had two or more significant independent 
variables after the completion of the simple regression, one-way ANOVA, and two sample 
t-testing presented above, a linear multiple regression analysis was performed to determine 
which, if any, of the independent variables had a statistically significant impact on the 
dependent variable. Table 16 below is a compilation of the multiple linear regression 
analysis conducted on the dependent variables that proved to be significant with a 5% 
significance level.   
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Multiple Regression Analysis 
Dependent 
Variable 

Significant 
Independent variables N Coefficient p-value R-Squared 

Risk Classification1 
Gender 

99 
0,773 0,001 

28,89% Education - High 
School 0,914 0,019 

Use of Financial 
Statements2 Read current report 99 0,536 0,039 7,72% 

Use of Disclosures3 

Age 

99 

-0,055 0,001 

33,53% 
Education - High 
School 1,312 0,004 
Education - University 1,106 0,006 
Read current report 1,041 <0,001 

Use of Audit 
Report4 Read current report 99 1,085 <0,001 34,34% 
Use of MD&A5 Gender 99 -0,889 0,001 26,80% 
Use of Firm 
Specific info6 Gender 99 -0,797 0,005 33,83% 

Use of Audit 
Report - Risk 
Assess.7 Read current report 

99 
1,381 <0,001 41,48% 

How informative - 
current8 Read current report 99 0,554 0,005 24,32% 

Table 16: Specification of significant variables within multivariate tests 

By doing a multiple regression analysis test on the variables already shown to be significant 
in the early set of test, we articulate the strength of the significance of the relationship 
between the variables as a multiple regression test analyzes the significance of the 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1	  Multiple regression test using independent variables age, gender, education, and 
investment experience. 
2 Multiple regression test using independent variables investment experience and whether 
or not the respondent reads the current audit report. 
3 Multiple regression test using independent variables age, education, investment 
experience and whether or not the respondent reads the current audit report. 
4 Multiple regression test using independent variables investment experience, investment 
frequency, and whether or not the respondent reads the current audit report.  
5 Multiple regression test using independent variables gender, investment experience, and 
investment frequency. 
6 Multiple regression test using independent variables gender, experience, investment 
experience, and investment frequency. 
7 Multiple regression test using independent variables experience, and whether or not the 
respondent read the current audit report. 
8 Multiple regression test using independent variables experience and whether or not the 
respondent reads the current audit report.	  	  
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relationship in relation to the other variables simultaneously tested. From table 16, we see 
that risk classification has a significant relationship to the independent variables gender and 
education at a high school level. Risk classification has a positive relationship to gender 
based on its coefficient value of 0,773. This means, due to the fact the male is coded using 
the number 0 and female is coded using the number 1, that females have a higher value for 
risk classification, making them more risk averse than males. Risk classification also has a 
positive relationship to education meaning that based on the coefficient value of 0,914, a 
higher level of education it connected to a more risk averse investment behavior.  
 
In relation to the use of financial statements, one independent variable proved to be 
significant in the multiple regression analysis, namely whether or not the respondents read 
the current audit report. The coefficient value of 0,536 shows a positive relationship 
between the variables, meaning that those who do read the current audit report use the 
financial statements to a larger extent when making investment decisions than do those who 
do not read the current audit report. 
 
For the dependent variable regarding the use of disclosures to assist in making investment 
decisions, both age and whether or not the respondents read the current audit report were 
significantly related. The coefficient value of -0,055 for age shows a negative relationship 
between the variables meaning that the as age increases the respondents use disclosures less 
in their investment decisions. Also, the positive relationship between use of disclosure and 
education can be seen at both a high school and university level with coefficient values of 
1,312 and 1,106. The relationship between the use of disclosures and whether or not the 
respondents read the current audit report is positive which can be seen by the coefficient 
value of 1,041. This means that those who read the current audit report use disclosures in 
their investment decisions to a larger extent than those who do not. 
 
Not surprisingly, the extent to which the respondents use the audit report as a resource in 
making investment decisions is significantly related to whether or not the respondent reads 
the audit report. The coefficient value of 1,085 indicates a positive relationship where those 
who read the current audit report also use the audit report more frequently as a resource in 
making investment decisions. 
 
As for the use of management discussion and analysis as a resource in making investment 
decisions there proved to be one significant independent variable, with a negative 
relationship to the independent variable. This variables is gender, where the coefficient 
value of -0,889 indicated that females use the management discussion and analysis less in 
investment decisions that males. The same independent variable has a significant 
relationship to the respondent’s use of firm-specific information in their investment 
decisions. Gender has a negative relationship to the dependent variable. Gender has a 
coefficient value of -0,797 indicating once again that females use firm-specific information 
to a lesser extent than males.  
 
Another significant relationship is that between the dependent variable regarding how the 
respondents use the audit report for risk assessment and the independent variable 
concerning whether or not the respondents read the audit report or not. The coefficient 
value of 1,381 indicates a positive relationship between the two variables, meaning that 
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those who read the audit report to a higher extent use the audit report for risk assessment 
purposes. 
 
Finally, the dependent variables concerning how informative the current audit report is 
perceived by the respondent is significantly and positively related to the independent 
variable of whether or not the respondents read the current audit report. The coefficient 
value of 0,554 shows that those who read the current audit report also perceive the audit 
report as more informative than those who do not read the current audit report.  

5.3 KEY AUDIT MATTERS AND NEW REPORT 
 
Table 17 presents the survey results of the questions pertaining to the new changes to the 
audit report, giving the number and the percentage each alternative yielded. As we have 
tested these questions against the demographic variables without any significant 
relationships found, we choose to view the results as they are, without regard to any 
demographic differences that may be. The questions regarding the minor changes, 
placement of audit opinion, stating audit firm and tenure, revealed that a relatively large 
portion of our respondents did not have an opinion. The questions regarding the Kay Audit 
Matters and the audit resolution paragraphs showed that a majority of the respondents were 
positive to the changes and felt that the audit report would become more informative due to 
these changes. In general, 64% of the respondents felt that the new audit report with the 
ISA 700 (revised) and ISA 701 changes, based on our case example, would be significantly 
more informative than the current audit report. 	  
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Will relocating the audit opinion 
change your usage? 

   

Is the new audit report more 
informative?  

Yes 28 28% 
 

Yes 64 64% 

No 33 33% 
 

No 36 36% 

No opinion 39 39% 
    

    

The new information is useful when 
evaluating a company 

Would stating the audit firm affect 
your perception of the audit report?  

   

Disagree - 1 0 0% 

Yes 38 38% 
 

2 7 11% 

No 25 25% 
 

3 21 33% 

No opinion 37 37% 
 

4 34 53% 
    

Agree - 5 2 3% 

Would stating the audit firm's tenure 
affect your perception of the audit 
report? 

      

Yes 38 38% 
 

The new information is useful in my 
investment decisions 

No  32 32% 
 

Disagree - 1 5 8% 

No opinion 30 30% 
 

2 15 23% 
    

3 24 38% 

Does the Key Audit Matters contain new 
information?  

4 16 25% 

Strongly Disagree - 1 7 7% 
 

Agree - 5 4 6% 

2 17 17% 
    

3 44 44% 
 

The new audit report contains too 
much information 

4 26 26% 
 

Disagree - 1 16 25% 

Strongly Agree - 5 6 6% 
 

2 23 36% 
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3 13 20% 

Revealing how the auditor dealt with KAM makes 
the report more informative 

4 6 9% 

Strongly Disagree - 1 4 4% 
 

Agree - 5 6 9% 

2 16 16% 
    

3 37 37% 
 

How would you use the new audit 
report?  

4 30 30% 
 

Use it more 42 66% 

Strongly Agree - 5 13 13% 
 

Use it less 1 2% 
    

No change 21 33% 

Table 17: Results from questionnaire regarding pending changes to the audit report 

As a final step in the analytical process, the response to the changes to be made to the audit 
report were evaluated. This was done using multiple regression analysis, where two aspects 
were studied: whether the respondent found the new version to be informative or not and 
how the respondents would use the audit report in the future. The future Swedish audit 
report will include five changes: placing the audit opinion in the beginning of the report, 
clearly stating the audit firm in charge of producing the audit report, stating how long the 
company has been audited by the same audit firm, the introduction of Key Audit Matters 
and the way in which the potential risks within a company were audited. The results are 
presented in the following tables. 
 

Logistic Regression: Is the new version more informative? 

 

N Coefficient p-value R-squared 

Audit Opinion 25 0.830 0,415  
 
 

42,81% 

Audit Firm 25 0,500 0,629 

Audit Tenure 25 -1.350 0,228 

Key Audit 
Matters 25 -0,239 0,603 

Audit Resolution 25 2,345 0,000 

Table 18: Specification of multivariate test between New information in future report and 
Placement of Audit Opinion, Statement of Audit Firm, Statement of Audit Tenure, Key Audit 
Matters, and Audit Resolution 
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In table 18 above, the five variables concerning the changes being made to the Swedish 
audit report are tested for their relation to whether or not the respondent found the new 
version of the audit report more informative than the current Swedish audit report. Using 
the p-values in the table above the presentation of an audit resolution has a significant 
relationship to whether or not the respondents found the new audit report to be more 
informative. The coefficient value of 2,345 indicated a positive relationship meaning that 
those who found the new version of the audit report more informative also found that the 
revealing of the audit procedures would make the audit report more informative to a higher 
degree than those who did not find the new version more informative. However, as can be 
seen from table 18, the number of respondents in this calculation is fairly low in relation to 
our original sample, meaning that the results may not be entirely generalizable or definitive. 
The reason why the number of respondents for this test is very low is because of the 
branching involved prior to these, and the fact that we chose to eliminate those who 
responded with ‘no opinion’ to the questions regarding audit opinion, audit firm, and audit 
tenure. 
 

Logistic Regression: Use of new audit report 

 

N Coefficient p-value R-squared 

Audit Opinion 39 3,670 0,017  
 
 

54,94% 

Audit Firm 39 4,290 0,007 

Audit Tenure 39 -1.650 0,279 

Key Audit Matters 39 2,960 <0,001 

Audit Resolution 39 1,630 0,188 

Table 19: Specification of multivariate test between the Future Use of the Audit Report and 
Placement of Audit Opinion, Statement of Audit Firm, Statement of Audit Tenure, Key Audit 
Matters, and Audit Resolution 

The five new variables in the audit report were tested against the future use of the audit 
report using a 5% significance level. The first significant variable was the movement on the 
audit opinion to the beginning of the report. The coefficient of 3,670 indicates a positive 
relationship between the variables meaning that the use of the audit report increases with 
the movement of the audit opinion. The second significant variable was a clear statement of 
the audit firm in charge. The coefficient of 4,290 indicates a positive relationship and that 
those who believe that stating the audit firm will affect their perception of the audit report 
will also use the new audit report more than previously. The third variable with a p-value 
below 5% is Key Audit Matters. Those who perceive new information from including risk 
areas within a company in the new audit report will use it more in the future. This is 
indicated by the positive coefficient of 2,960.   
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Logistic Regression: Use of new audit report 

 

N Coefficient p-value R-squared 

Useful in evaluation 62 0,421 0,411  
 

29,34% Useful in investment decisions 62 1,432 <0,001 

Too much information 62 -0,236 0,438 

Table 20: Specification of multivariate test between the Future Use of the Audit Report and 
Usefulness of Audit Report in Evaluation, Usefulness of Audit Report in Investment 
Decisions, and Too Much Information to be Useful 

The final multiple regression shown in table 20 presents the results of comparing the 
respondents future use of the audit report to the three questions regarding if the new 
information will be useful in evaluation of companies, useful in investment decision-
making, or if there is too much information to be useful. Here, the respondent’s future use 
of the audit report has a significant positive relationship to the usefulness of the new 
information in the respondent’s investment decisions. Based on the coefficient value of 
1,432 it can be said that those who will use the audit report more in the future, with the new 
changes, feel that it is more useful in their investment decisions than those who will use it 
less or not change the way that they use the audit report.  
 

  Do you read the current Swedish 
audit report? 

  No Yes All 
No change 15 6 21 
Use it 
more 14 28 42 

All 29 35 64 
Table 21: Specification of cross-tabulation between Read current Audit Report and Future 
Use of the Audit Report 

By observing the cross-tabulation presented above, we can connect the respondent’s 
answers to if they read the current Swedish audit report and their future usage of the audit 
report simultaneously. Question 26 (see appendix I) in our survey asked whether the 
respondent perceived any new information in the new audit report, the 64 individuals who 
answered “yes” continued to the last set of questions. Among these, the final question 
regarded their future use of the audit report. The distribution indicates that 35 out of the 64 
read the current Swedish audit report while the remaining 29 do not currently read the audit 
report.  The table shows that 28 out of the 35 audit report readers would use the report 
more, apart from 1 respondent who would use it less; the remaining respondents would not 
change their audit report utilization. With that being said, the 6 respondents that are 
currently reading the report and indicated that they will continue doing so after the 
implementation of the pending changes. Of those respondents who do not read the current 
audit report, 15 out of 29 will not change their usage and will therefore continue not to read 
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the report. The remaining 14 respondents, equivalent to 48,3%, indicated that they would 
use it more.  
 
Connecting back to the original question of whether the respondents read the current audit 
report, 51 individuals do not read the current Swedish audit report. However, by 
implementing the result from the chi square test above, this number will decrease to 37 as 
some individuals will read the report when the new changes are implemented. Based on our 
sample, the new number of respondents who will read the audit report will be 63%, which 
corresponds to a 28,6% increase.  
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6. Analysis 
Through the analysis chapter we mean to present our interpretations of the results in 
relation to the previous research presented in the theoretical framework. We start by 
discussing the demographical variables we found to be significant which is followed by the 
Key Audit Matters, the new information found in the audit resolutions, the changes 
usefulness in investment decisions and the users of the new audit report. In addition to this, 
we connect our findings to our purpose as well as the connection to our epistemological 
approach, critical rationalism.  

6.1 DEMOGRAPHIC VARIABLES 
	  
As the first part of our purpose relates to mapping out the younger non-professional 
investors in Sweden and their characteristics in relation to their investment behavior, we 
tested all the characteristics encompassed by the demographics that we deemed relevant 
against those questions regarding investment behavior. Our results confirm the findings of 
Sutton et al. (2010) that non-professional investors utilize the MD&A to a greater extent 
than the disclosures. However, our results did show that young non-professional investors 
use the disclosure to a certain extent in their investment decisions, which contradicts Sutton 
et al. (2010). 
 
After individually testing each dependent and independent variable and comparing 
significant independent variables to the same dependent variable through multiple 
regression, two stood out as the main contributors to differences in investment behavior of 
Swedish young non-professional investors: gender and whether or not the respondents read 
the current audit report. We choose to only analyze these two variables due to the fact that 
the individual and multiple regression testing are described in detail in the results portion of 
this paper. The other variables that were observed to be significant in the multiple 
regression analysis were age and education on a high school and university level. Age was 
only significant in one case and education in two cases, in one of which both high school 
and university level education were significant with similar coefficient values. This lead us 
to the conclusion that there is not a large enough difference between neither education level 
nor age for us to do any further analysis on these variables.  

6.1.1 Gender Differences Regarding Investment Behavior 
	  
The significantly lesser usage of MD&A and firm-specific information among females 
indicate that females use less information when they make their decisions. With regards to 
risk-classification, females also avoid risk to a larger extent than males, which confirms 
Barber & Odean’s (2001) findings that gender is a factor in risk behavior. Connecting these 
two results, we assume that females might make less informed decisions and as a result of 
this, might choose safer investment options than males. We recognize that females are an 
under-represented group in the population of non-professional investors and the skewed 
distribution is approximately 30% to males 70%. The large difference can perhaps, as 
Chien-Wen (2010) suggest, be the result of females’ lack of interest in financial 
investments. We think that more females will see the value in investing in the future and 
this will help to balance out the gender distribution. One reason for our beliefs is one of the 
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Facebook groups we posted in was “Tjejer som gillar aktier” (Girls who likes shares) which 
was very active and serves as a platform where females can receive support and advice.   

6.1.2 Use of Current Swedish Audit Report 
	  
Most dependent variables that are significantly affected by the use of the current audit 
report are those that do not require much analysis. The relevant dependent variables were 
the use of the financial statements, disclosures, and audit report in making investment 
decisions, the use of audit report in risk assessment, and how informative the respondent 
perceived the current Swedish audit report to be. It is reasonable that the use of the audit 
report in investment decisions, the use of the audit report in risk assessment and the 
perception of the audit report as being more informative is significantly related to the 
respondent reading the current audit report. The relationship between the higher use of both 
the financial statements and disclosures to those respondents that read the current audit 
report may be explained in the broader sense with regards to investment behavior. 
According to the finding of Brazel et al. (2015 p. 1402), non-professional investors rely 
more on financial statement information than outside sources such as analysts or media. We 
believe that those who read the current audit report generally look more closely at the 
financial information presented by the firm when making investment decisions. Those who 
look more at the financial statements and disclosures may, as presented by Elliott et al. 
(2008, p. 489), be in greater need of so-called “filtered” information. This means that they 
use the audit report as a support for the financial statement and disclosure information in 
their investment decisions. This is why we believe the audit report is significant to several 
different dependent variables when evaluating the young Swedish non-professional 
investors investment decision tools and behavior, as those who read the audit report are 
more likely to use this as a tool by which to evaluate other information from the firm. 

6.2 KEY AUDIT MATTERS 
 
From the results presented in table 19, we can see that the placement of the audit opinion, 
the clear statement of the audit firm, and the addition of the Key Audit Matters have a 
significant positive impact on the future use of the audit report. Those who state that they 
will use the audit report more in the future also displayed the opinion that the three factors 
mentioned above would impact this increased usage of the audit report. Several parallels 
can be drawn to previous literature and studies to support and explain these findings. 
 
The main change highlighted by our findings is the addition of the Key Audit Matters and 
the impact that this will have on the young non-professional investors future use of the 
audit report. Those who state that they will use the audit report more in the future also 
scored the Key Audit Matters higher with regards to their providing new information to the 
users. These findings contradict the views of FAR (2013) and Swedish auditors (Öhman, 
2007) that the Key Audit Matters would be too difficult for the users to process and 
understand and thereby not result in an increased perception of the risks of material 
misstatement. These findings also counter the finding of Gutierrez et al. (2015, p. 26), in 
which they did not find any evidence that changes to the report affect users reaction to the 
information. Our findings are, on the other hand, in line with findings of Christensen et al. 
(2014), Sutton et al. (2010), and Kelton and Pennington (2012). Similarly to our study, 
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Christensen et al. (2014) also found that the introduction of Key Audit Matters to the 
existing financial information and audit report resulted in a higher perception of the risks 
within a company. The changes observed by Christensen et al. (2014, p. 81) demonstrated 
that investors who were presented with the Key Audit Matters paragraphs in addition to the 
financial statements were more likely to change their opinion of the firm that those without 
the Key Audit Matters. Based on the response to the Key Audit Matters by the respondents 
of our questionnaire, it can be said that despite the presence of the disclosures and income 
statement, the non-professional investors still found the Key Audit Matters to contain some 
new information related to the disclosures. However, the perception of new information in 
the Key Audit Matters was not found to be significantly causally related to the perceived 
increase in informational value of the audit report. This can most likely be connected to the 
claims made by Bedard et al. (2012, p. A20), that non-professional investors are less 
knowledgeable than other users of financial information about how the financial statement 
items are related to each other. Christensen et al. (2014, p. 81) and Kelton & Pennington 
(2012, p. 1180) both point out that non-professional investors often respond positively to 
information cues, regardless of the apparent value to outsiders of this cue. This is connected 
to the fact that non-professional investors are unlikely to critically review all the extensive 
footnotes provided in the financial statements, but will be drawn to the critical areas 
through the use of the Key Audit Matters (or Critical Audit Matters). Sutton et al. (2010) 
claim that the footnotes are viewed by many investors as complex and many find it difficult 
to pinpoint what is important and not. This is one likely reason for why the non-
professional investors observed in this study found the Key Audit Matters to provide useful 
information despite the accompaniment of the disclosures as well. The information 
presented in the Key Audit Matters, we believe, is likely to have increased the 
understanding of the firm-specific information stated in the disclosures. However, the Key 
Audit Matters was not significantly relate to whether or not the respondents found the new 
audit report significantly more informative. This may be explained by the fact that, in our 
case example, the relevant disclosures to the Key Audit Matters were directly referred to 
and presented in the case. This most likely led to the respondents not viewing this as the 
main source of new information, though they found the information presented in the Key 
Audit Matters to be useful. 
 
The Swedish confidentiality clause has been a topic of discussion with regards to the Key 
Audit Matters, but our findings suggest that it is enough for non-professional investors to 
be cued as to which disclosures in the financial statements are of greatest importance with 
regards to risk for them to find it useful. It can be argued that since these disclosures have a 
potential of affect the perception of the company the Swedish confidentiality clause might 
be breached. FAR (2013, p. 4) believes that the Key Audit Matters paragraphs in the 
Swedish audit report will be hindered by the confidentiality clause. In the opinion of FAR 
(2013, p. 3), due to the sensitive nature of the information in the Key Audit Matters, it 
would be best to allow for voluntary reporting of the Key Audit Matters. However, as the 
changes involving the Key Audit Matters are not voluntary, stated by the IAASB (IFAC, 
2015, para. 30), the alternative of stating “no Key Audit Matters found” is likely to be 
frequently utilized by Swedish auditors. In that case, our findings in this study could be 
altered. We believe that the combination of the reluctance to presenting Key Audit Matters 
and the concern from both FAR and auditors regarding the Swedish confidentiality clause 
is likely to lead to many auditors choosing to not present Key Audit Matters out of fear of 
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litigation. This risk is increased due to auditors’ unwillingness to expose more information 
in general (Öhman, 2007, p. 91). However, we also believe the credibility and usefulness of 
the audit report will increase with the inclusion of Key Audit Matters for the user group 
young non-professional investors, as they view the new audit report as more value-adding 
than the current audit report. This will in turn increase their confidence in the audit function 
as a whole. This is our opinion, and it is the opposite of that presented by FAR (2013, p. 1) 
who state that information that may potentially harm the firm is not likely to benefit the 
auditor, the firm, or the shareholder in question. One potential way to relieve the auditors of 
their fear of litigation and thereby their resistance to presenting information that may be 
sensitive to the firm is to decrease the possible damages that the auditor faces upon 
publishing potentially sensitive information about the firm in the Key Audit Matters. The 
confidentiality clause related to auditing in Sweden may be due to be revised as well, as the 
information that can be presented in the audit report through the Key Audit Matters, 
according to our findings, useful to the non-professional investors. If the Swedish 
confidentiality clause would allow for the audit report to look in a similar fashion to the 
British audit report, we believe that the non-professional investors would benefit 
substantially. Auditors are meant to serve the public interest with the shareholders, and 
other owners, best interest in mind. If the Key Audit Matters are too limited in the new 
Swedish audit report, there is a chance that the necessity and validity of the auditing 
profession continues to be questioned. 
 
A common issue raised concerning the current audit report is the so-called communication 
gap. This gap relates to the way in which the auditors present the information (i.e. 
terminology, placement) and how this differs from the way in which investors interpret the 
information presented in the audit report. The use of so-called boilerplate language by the 
auditors has been criticized, as it is often difficult for investors to understand the meaning 
of certain key words or phrases (i.e. materiality). Simnett et al (2014, p. 727) suggest that a 
means to decrease the communication gap between auditors and users of the audit report is 
to incorporate additional information regarding the auditors judgment, as well as changing 
the structures or communication mechanisms by which the information is presented. This is 
also stated by IAASB (2012, p. 14-15) in their ITC, where it is stated that the introduction 
of Key Audit Matters is expected to decrease the communication gap between auditors and 
investors. With regards to our findings, this is clearly a relevant suggestion. We found that 
a change in the structure of the audit report, by moving the placement of the audit opinion, 
and additional information and clarification of the auditors’ judgments, through the 
inclusion of the Key Audit Matters, led to an increased use of the audit report. This is in 
line with Simnett et al.’s (2014) theory and suggests that these changes to the new audit 
report are aiding in the closing of the communication gap that exists with the current audit 
report. A decrease in this gap is beneficial for both auditors and users of the audit report as 
it decreases misunderstandings and allows for the most use to be extracted from the audit 
report.  

6.3 NEW INFORMATION FROM AUDIT RESOLUTIONS 
	  
When examining FRC’s Consultation Paper (2013) regarding the early effects of the UK’s 
implementation of the new report, similarities to the results of our study regarding young 
Swedish non-professional investors can be found; the auditor’s resolution of certain riskier 
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accounts are perceived as informative. This in turn means that the new information 
emanating from the report is found in the audit process and how certain riskier accounts 
were audited. This result is connected to the second part of the purpose of this study where 
we aimed at examining whether the younger Swedish non-professional investors found the 
new report informative or not. The results show that 64% perceive that the new audit report 
is more informative than the current report.  
 
The current report only holds a symbolic value and the auditor to this point has not been 
required to reveal the process by which they concluded or denied reasonable assurance that 
the financial statements were correct. This new addition of the audit resolutions will 
increase the public’s knowledge regarding the audit process and our perception of the 
public is that their trust in auditors will consequently increase. This conclusion that the new 
Swedish audit report will be more informative is however only valid using the British case 
and the British confidentiality clause. If instead FAR’s (2007, p. 3) suggestion of 
decreasing the amount of information in the audit resolution section is implemented, our 
prediction is that the non-professional investors will not perceive new information, as they 
have been shown to do in our study. If the Swedish confidentiality clause would be more 
flexible auditors would not be subject of the same litigation risk and the audit report will 
not become a compliance exercise as predicted by PwC (2015, p. 9) This in turn would 
mean that formality and routine will not overshadow the auditor’s communication with the 
public, which consequently would make the new report a new source of information by 
revealing part of the audit process. This is critical in the sense that the audit resolution 
paragraph was the only significant factor in relation to the perception of new information in 
the new audit report. Without this, the informative value of the changes may remain 
unchanged as compared to the current Swedish audit report.  
 
The young Swedish non-professional investors we surveyed perceived new information in 
the audit resolutions, a variable that according to Mock et al. (2013) is connected to the 
information gap. Their study included three alternatives where one of them revolved around 
a discussion of the risks within the company and the procedures used to audit the account. 
This variable is equivalent to the introduction of the audit resolutions, which thereby has an 
effect on the information gap. Figure 3 that displayed the information currently available to 
users and the proportion that is private and undisclosed will consequently change as a result 
of the new audit report. The information gap will is likely to decrease due to the revelation 
of certain audit process information. With this being said, no new entity information will be 
included in the new audit report, which is the reason why the information gap is only 
marginally decreased on one side (see figure 3). This is further supported by IAASB’s 
(2012, p. 14) ITC, which states that including an auditor comment on the audit process will 
decrease the information gap. Furthermore, Mock et al. (2013) mentioned that stating the 
audit partner’s name and firm will contribute to bridging the gap, this is however not 
supported by this study. This, we believe, can be explained by the fact that the current 
Swedish audit report often already includes the audit firm’s name.   
 
Apart from the audit resolutions, we suggest that the novelty of the new report lies in the 
publication of the audit tenure. The remaining changes are not significant in terms of new 
information; Key Audit Matters is a repetition of the information included in the 
disclosures, most audit firms are already stated in the Swedish audit report and moving the 
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audit opinion is merely a rearrangement within the audit (FAR, 2015a). The factor we 
perceived as informative, audit tenure, is used to assess whether the audit firm is 
independent of the company they audit or if they might have established relationship that 
might affect the outcome of the audit. This has been discussed by Junaidi et al. (2013, p. 
313) who connect a long relationship with lower audit quality, which is supported by 
Öhman (2007, p. 27), who considers that a long-term arrangement could raise flags 
regarding the accuracy of the report. The young Swedish non-professional investors we 
examined did not perceive new information in the audit tenure, which we accredit to the 
inability of non-professional investors to grasp the importance of the audit tenure in 
evaluating the auditor independence. Non-professional investors might be unaware of the 
implications audit tenure has and therefore stating how long the same audit firm has been in 
charge of the audit does not contribute to the perceived new information in the future audit 
report. 

6.4 USEFUL IN INVESTMENT DECISIONS  
 
Another key finding was that the increased use of the future audit report is significantly 
related to the perception that the changes to the audit report are useful in the non-
professional investors investment decisions. Long et al. (2014 p. C12) stated, that in theory, 
the Key Audit Matters could influence the decision-making process of users. This is in line 
with our findings. As both the Key Audit Matters and usefulness in investment decisions is 
significant to the increased future use of the audit report, we assume that these two are 
related to each other. The increased usefulness in investment decisions is therefore assumed 
to be most causally related to the inclusion of Key Audit Matters in the new audit report. 
This finding also contradicts those opponents to the new audit report changes who have 
stated that there will be too much information presented in the new report and that the 
topics disclosed are too complex to be included in the audit report (Gutierrez, 2015, p. 15). 
Based on our testing, the young Swedish non-professional investors did not experience a 
so-called information overload, but instead found the new information useful in their 
investment decisions. The new changes also fulfill their purpose of bettering the audit 
report in the public interest aspect, as it if defined by IFAC (2012, p. 2), by increasing the 
net benefits to the investors in relation to a decision, in this case an investment decision. 
This contradicts FAR (2014) and the Swedish auditors (Öhman et al., 2007) statement that 
the new audit report will not be more useful or present new information, only increase the 
length of the audit report. Our findings support the findings by Asare & Wright (2012, p. 
195) that reveal that investors perceive the audit report as more useful in investment 
decisions than auditors perceive. Our findings point to that the audit report will be more 
useful to the users after the changes have been made.  

6.5 USERS OF THE NEW AUDIT REPORT 
	  
In the results chapter, we concluded that by introducing the new audit report, the amount of 
readers would increase by 28,6% in our sample. This increase stems from the respondents 
who currently do not read the audit report and will do so in the future because of the 
changes made to the report. It is also important to note that 57,14% of the current readers 
(28 out of 49) will use it more than today’s audit report, implying that they find the report 



69	  

be more valuable than merely a symbolic stamp of approval from an auditor as implied by 
Church et al. (2008, p. 70). 
 
This newfound interest in the new audit report can be explained, as previously mentioned, 
by the perceived usefulness in investment decisions stemming from the statement of audit 
firm, placing the audit opinion first and the introduction of Key Audit Matters. It is 
important to note that non-professional investors see the audit resolutions as the new 
information in the audit report, but it is not information relevant to their investment 
decisions as audit resolutions was not significant in relation to the usage of the audit report. 
We therefore predict that the audit resolutions are useful in interpreting Key Audit Matters 
but are in themselves not useful in investment decisions. We believe that the audit 
resolution is necessary to include. FAR’s (2013, p.3) opinion to decrease the amount of 
information in audit resolutions, as it may affect the companies image, is countered by 
Christensen et al. (2014, p. 83) as they proved that including audit resolutions will balance 
out the shareholders’ potential negative reactions to Key Audit Matters. This further 
supports Kelton & Pennington’s (2012, p. 1880) findings, as they found that a favorable 
information, such as the audit resolution, along with a unfavorable piece of information, 
such as the Key Audit Matters, usually results in the non-professional investors attaining a 
more positive view of the company.  
 
FAR’s optimistic views of the new audit report is impeded by the current Swedish 
confidentiality clause. Using a British audit report, the non-professional investors in our 
survey indicated that they would read the report more in the future. But as a result of the 
confidentiality that exists between auditors and companies, we predict that the new audit 
report will contain more information, but not necessarily information that will greatly 
improve or aid non-professional investors investment decisions. Auditors might feel 
restricted to release certain information about the company and thereby decrease but not 
eliminate the new information found in the report. The Key Audit Matters will be restricted 
in terms of numbers and firm-specific wording. It is however difficult to determine as ISA 
700 (revised) and ISA 701 is yet to be implemented in Sweden and the auditor’s reactions 
and consequently the non-professional investors’ perception will not be observed until the 
implementation is complete.  

6.6 CONNECTION TO OUR PURPOSE 
	  
Our overall purpose is connected to the effects, if any, that the changes to the audit report 
are likely to have on the information and communication gaps that are observed between 
auditors and users of the audit report today. From our findings, we are able to draw 
connections to both gaps and state that it is likely that the audit report, if it is presented in a 
similar manner to that of our case example, it likely to decrease both the communication 
and information gap. The communication gap, as stated earlier will be decreased by the 
inclusion of the Key Audit Matters and the structural changes to the audit report. The 
information gap will be decreased by the inclusion of the audit resolution paragraph, 
outlining the audit process by which the Key Audit Matters were addressed and dismissed 
as at risk for material misstatement by the auditor. The following presents how well we 
have achieved our three the sub-purposes. 
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The first part of our purpose relates to the mapping out of different characteristics of 
younger non-professional investors in relation to their investment behavior and use of 
investment tools and information. This was accomplished through the individual testing 
phase where we were able to find significant relationships between the use of different 
decisions making tools, such as the use of financial statements, disclosures, the audit report, 
and management analysis & discussion among others. By comparing all the relevant 
independent variables to these dependent variables we were able to observe in which cases 
different characteristics made a difference in the use of different tools or investment 
behavior. We were also able to get a more thorough analysis through the use of multiple 
regression analysis, where we tested all the independent significant variables from the 
independent testing to each dependent variables. This gave us a clear view of which 
characteristics were still significant even when tested against each other. This showed us 
that the most significant factors that affect how young Swedish non-professional investors 
use different investment tools and their general investment behavior were gender and 
whether or not the investors read the current audit report. Other significant variables 
included age and education, but these were observed in fewer cases than the previously 
mentioned variables.  
 
The second part of our purpose states that we want to explore whether the young Swedish 
non-professional investors perceive that the new audit report contains new information, as 
compared to the previous audit report, and which characteristics of the investors affect the 
perception of new information. We have targeted this part of the purpose by comparing 
whether on not the respondents felt that the new audit report, as it was presented in the 
questionnaire, would be more informative than the current Swedish audit report. A majority 
of the respondents felt that the new version of the audit report was significantly more 
informative than the current audit report. Here we can disregard any demographic 
characteristics as these were proven in the first part of our purpose to not have any effect on 
the new changes made to the audit report. The responses to the other questions relating to 
the changes to the new audit report were compared to those who felt that is would be 
significantly more informative in order to pinpoint which of the changes were significant in 
the new report being seen as more informative than the current report. This showed that the 
addition of the audit resolution paragraphs were the only significantly related factor to the 
informational value of the new audit report. We also observed that the respondents found 
the new information in the presentation of the Key Audit Matters. This was however, as 
previously stated, not significantly connected. In having found this link, we feel that we 
have successfully accomplished the second part of our purpose for this research paper and 
can say that young Swedish non-professional investors perceive new information in the 
form of the audit resolution paragraphs in the new audit report. 
 
The third and final part of our purpose relates to if the new information that we found to be 
perceived in the previous section was relevant to the investors in their decision making 
process and which factors are significant in this case. As we observed that a majority of 
those who perceived new information would also use the audit report more in the future, we 
used this as a starting point. We found that by comparing the difference between those who 
would use the audit report more in the future and those who would not change their use 
with the different factors and changes to the new audit report, we could see which parts 
were significant to the increased future use of the audit report. The tests showed that the 
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Key Audit Matters paragraphs, the change in placement of the audit opinion, and the 
statement of the audit firm, as well as the respondents feeling that the changes would be 
useful in their investment decisions were the factors that were significantly related to the 
increase use of the audit report in the future. This addresses the third part of our purpose to 
a sufficient extent, and shows the value of the Key Audit Matters to the younger Swedish 
non-professional investors in their investment behavior.  

6.7 CONNECTION TO CRITICAL RATIONALISM 
	  
In our epistemological point of departure we presented our stance of critical rationalism and 
the three alternative scenarios of which two would come to be falsified after the results of 
this study were completed. The three alternatives mentioned were: (1) There will be new 
information presented in the audit report, but this information will not affect the young 
Swedish non-professional investors’ investment behavior; (2) There will be new and useful 
information presented in the audit report which will affect the Swedish young non-
professional investors’ investment behavior; and (3) There will be neither new nor useful 
information for the Swedish young non-professional investors presented in the audit report. 
Based on the findings described in the results and analysis section of this paper we can 
falsify the first and third alternative presented above. We have shown that the young 
Swedish non-professional investors perceive new information by the fact that a majority of 
the respondents stated this in the questionnaire. This falsifies the third alternative. We have 
also shown that the new information perceived by the investors affects their investment 
behavior and that they would use the audit report more in the future based on this. This 
falsifies the first alternative. This leads us to keep the second alternative that there is both 
new and useful information for the young Swedish non-professional investors. This is the 
scenario we adopt based on the findings in this study. This will be valid until another 
researcher in the future is able to prove otherwise, in which case this alternative also will be 
falsified and replaced with the new scenario.  
 
 
  



72	  

7. Conclusion 
The final chapter of this study is the conclusion. In this chapter we answer our research 
question by presenting the key findings of the results and analysis. We discuss the 
theoretical and practical contributions and our recommendation of how our study can be 
used. We continue by presenting the limitations of this study, discuss the truth criteria and 
concludes by giving examples how readers can continue researching the subject.  

7.1 MAIN CONCLUSIONS 
 
Non-professional investors are more reliant on the accuracy of the audit report and as it is 
the only public document presented after an audit. The public interest is not a priority in the 
eyes of the auditors and the companies, and we perceive the changes made to the report 
through ISA 700 (revised) and ISA 701 to be a step in the right direction to allow for the 
companies to release some of the power they currently hold over auditors. Though the 
confidentiality clause might impede the full use of the Key Audit Matters, it is a starting 
point for the report to eventually become informative and thereby close the various gaps 
that can be identified in the auditing process.  
 
Our research question for this thesis is: How is the Swedish adaptation of ISA 700 (revised) 
and ISA 701 to the current audit report likely to impact the perceived value of the new audit 
report to young Swedish non-professional investors? To connect all of our findings, it can 
be said that it is likely that introduction Key Audit Matters to the Swedish audit report will 
positively affect the future use of the report, as well as increase the usefulness of the audit 
report in investment decisions for young Swedish non-professional investors as they will 
have better tools to make a more informed decision. Of the non-professional investors that 
responded to our questionnaire, 64% believed that the new audit report with the changes 
based on ISA 700 (revised) and ISA 701 would be significantly more informative than the 
current version of the audit report. This was due to the audit resolution paragraph, where 
the audit process for each account mentioned in the audit paragraphs is described shortly. 
Furthermore, the Key Audit Matters, the movement of the opinion to the start of the report, 
and the clear statement of the audit firm were causally related to an increase in the use of 
the audit report in the future. Another significantly related reason for the increased future 
use of the audit report among a majority of those who found it more informative was that is 
was useful in their investment decisions. The Swedish adaptation of the ISA 700 (revised) 
and ISA 701 and the new audit report is likely to result in an increased use of the audit 
report by young Swedish non-professional investors between the ages of 18-40, based on 
the results of this study.  
 
Our hope for this study was to be able to contribute to the discussion in Sweden 
surrounding the pending changes to the audit report by bringing a new perspective that had 
not been addressed. Both auditors in Sweden and FAR have addressed the changes and how 
they expect these to affect the usefulness and informative value of the report. FAR (2014, p. 
3) has expressed concern regarding the increased length of the report, as well as the 
confidentiality clause the auditors are held to impeding the effectiveness of the Key Audit 
Matters (Lennartsson, 2015, p. 28). Swedish auditors have pointed out the risk of increasing 
the gap between auditors and users of the report as adding more information will increase 
the effort the users will need to put into reading and understanding the audit report 
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(Djadvarpour & Larsson, p. 32). Some auditors have also pointed out that, in their opinion, 
the Key Audit Matters will not reveal any new information to the users, as any risk 
mentioned will be directly taken from the disclosures of the firms financial statements 
(Djadvarpour & Larsson, p. 32). It is commonly expressed that the burden on the users will 
increase instead of decrease, as the new audit report will require more time to process and 
the communication barrier posed through the lack of understanding of auditing language 
and terms will remain unchanged (Djadvarpour & Larsson, p. 31-32; Lennartsson, 2015, p. 
28). However, our theoretical contribution is a third, and perhaps the most crucial, 
perspective to this discussion: the perspective of the non-professional investors. As the 
group of users that utilize the audit report most frequently, this perspective is once again 
overlooked in the topic of discussion. Our purpose was to observe the opinions of younger 
Swedish non-professional investors in relation to the pending changes to the audit report. 
To do this, we presented them with a case example of what the new parts of the audit report 
can look like by taking a real life example from a company in the U.K. By doing this we 
were able to see that from the non-professional investors viewpoint, the new audit report 
was both more informative than the current audit report, and the new information found 
was useful in their investment decisions. Therefore we can present the potential effects the 
new audit report might have to young Swedish non-professional investors. We also did not 
observe, as argued by the auditors, that the non-professional investors perceived there to be 
excessive information, or that the amount text was too much for the audit report to be 
useful.  
 
Our contribution to the discussion is a suggestion that non-professional investors are 
positive to the changes to be made to the audit report, are willing to read a longer audit 
report, and are more susceptible to the information presented through the Key Audit 
Matters than the Swedish auditors and FAR presume. Despite the additional length of the 
report, non-professional investors find it informative and useful to their decisions. This is 
an important finding as our practical contribution relates to how the auditors view the 
importance if the changes to the users of the audit report. As auditors will need to invest 
more time and effort into the new audit report, it can be a reassurance to them that the audit 
report will be useful to young non-professional investors. As non-professional investors are 
the main users of the audit report, it is important to know that this group of users will utilize 
the changes to the audit report. The potential dilemma faced in the implementation of the 
Swedish version of the new audit report is the problems regarding the high litigation risk 
related to Sweden’s confidentiality clause for the auditing profession. Based on FAR’s 
objections to the proposed changes, it is likely that the Swedish audit report will not be as 
descriptive and informative as the case which our study is based on. Despite this, our 
findings will hopefully motivate auditors to produce the Key Audit Matters and audit 
resolution paragraphs, with the assurance that non-professional investors will be aided in 
their investment decisions based on the information presented in the audit reports. Due to 
the fact that our study is limited in many ways and that the results are based on a case 
example and not the finalized version of the Swedish audit report (as this is not currently 
available to us), we consider our findings to be marginal. They may be useful to auditors 
and FAR, but are not conclusive in their nature, as we have not tested the informative value 
and usefulness of the future Swedish audit report, in the sense that it may differ from the 
case we have used. Our intention and hope with this study is to provide a perspective of 
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young Swedish non-professional investors as a user group of the audit report and a 
prediction regarding their potential use of the new audit report, post changes.  
 
Our recommendation, based on the results of the thesis, directed towards FAR and the 
Swedish auditors, is to reconsider the potential benefits to the non-professional investors of 
the changes suggested by the IAASB. Based on our findings, we believe that the 
implications of the changes to this particular user group are greater than FAR initially 
expressed in their exposure draft. In order for the auditing profession to recover from the 
last decades declining trust in auditing, it is crucial for the Swedish auditors and FAR to 
prioritize the public interest to a greater extent in the future. Without a change to the 
confidentiality clause in relation to auditing, we believe that the profession is likely to 
continue working in favor of the firms that they audit instead of the public they claim to be 
protecting. This will likely lead to the continued decline of the public’s trust in the auditing 
profession and the necessity of the audit will continue to be questioned. We are thus unsure 
of how the positive effects found in this thesis will be observed in the current Swedish 
auditing environment.  

7.2 LIMITATIONS 
	  
The biggest limitation of this thesis is the utilization of a British case example, which can 
have several impacts on the results and the overall reliability and validity. The Swedish 
adaptation of ISA 700 (revised) and ISA 701 has not yet been implemented and therefore 
might differ from how it is presented in our questionnaire. Nevertheless, as the second and 
third purpose of this thesis aims to explore young Swedish non-professional investors 
perception of the changes to come and aid the discussion around the new regulations by 
presenting rule setters with potential effects and the exploration must be done prior to the 
implementation. In addition to this, the case was in English while the respondents’ native 
language is assumed to be Swedish. Due to the inability of accessing a Swedish version of 
the new report, this was the most suitable choice as other alternatives contained more 
extensive issues and potential problems. The three control questions we used, English 
proficiency regarding financial terms and the audit report, and what kind of companies they 
invest in were used to make sure that the respondents’ possessed sufficient language skills 
to participate in the study. We argue that if the respondents’ invest in international 
companies they are somewhat familiar with English to decrease the language barrier.  
 
There is another limitation connected to the case we presented to the Swedish non-
professional investors that participated in our study. In order to limit the amount of 
information we presented, only the relevant parts were included in the case, which has the 
potential of affecting their perception of the new audit report. By only including the 
relevant disclosures, attention was directed towards these parts. If the audit report in its 
entirety and the full list of disclosures had been included the attached material would have 
been too long for the respondents to read. We believe that our sample size would have been 
more limited, had we included the full information, which would have negatively affected 
our study. 
 
Young Swedish non-professional investors are as previously mentioned an extensive group 
and difficult group to access in its entirety. There are few restrictions to this group, 
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meaning that every non-professional individual with any kind of investment can be 
classified as a non-professional investor, which makes the population rather large and 
inaccessible. There is no complete list of non-professional investors available, and Young 
Swedish Shareholder’s Association’s statue of secrecy prevents us from attaining a mailing 
list. Due to the fact that we utilized public Facebook groups, the survey distribution became 
rather impersonal and there is no guarantee that the members saw the post. Our sample 
consists of 100 young Swedish non-professional investors, which can be argued to be 
relatively small in relation to the population. A direct result of this sample size was that for 
some of our analytical tests, we had to exclude some answer alternatives as these groups 
only yielded one or two responses and treating them as outliers. In addition, the survey 
requires the respondent to answer the question and read a rather lengthy case example, 
which takes some time to complete. The time-consuming case is a reason for the smaller 
sample size but we argue that through this we attain the individuals who are genuinely 
interested in the subject and can provide us with better empirical data.  
 
Our respondents can also be perceived as a limitation as their experience and knowledge 
can be uncertain and consequently questioned. The changes made to the audit report are 
supposed to benefit the public interest; therefore all young Swedish non-professional 
investors are included regardless of previous experience. The questions regarding 
demographics and investment behavior were not only supposed to map out the 
demographics, but also to evaluate the experience the respondents had. The respondents of 
the survey were carefully examined and we concluded that all of them possessed the 
necessary knowledge and experience to participate in our study.  

7.3 TRUTH CRITERIA 
	  
To enhance the quality of the study and assess the probability that the results can be 
accepted as scientific proof, researchers have to evaluate the so-called truth criteria. Kanis 
(2014, p. 1) states that the two crucial criteria for any study are reliability and validity. 
Throughout the research process we have been aware of the fact that any methodological 
choices or other judgments we make will impact the truth criteria. Each decision has been a 
trade-off in where we chose the alternative that would result in the highest degree of 
reliability and validity possible while simultaneously being in line with our purpose and 
philosophical views.  

7.3.1 Reliability 
	  
A key aspect of a scientific study is the ability for the study to provide reliable data, which 
originates from the consistency of the collection methods and analytical procedures. 
Reliability can therefore be explained as whether or not the study can be replicated and 
yield the same results as the original study. (Grove & Savich, 1979, p. 524) When 
considering this truth criterion, the emphasis lies in the description and consideration of the 
practical and theoretical methods in order for others to create an exact replication 
(LeCompte & Goetz, 1982, p. 40). We argue that our study has a high level of reliability 
due to our carefully creating our methodological chapters and documenting our efforts in 
order to facilitate replication. Kanis (2014, p. 25) discusses the main issues related with 
reliability, which revolves around the ever changing environment and nature of a 
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phenomenon. In our case, this strongly relates to our results and consequent analysis. As we 
are examining the new audit report before it is published, the results of our study is only 
reliable with regards to other studies made before December 2016 when the new audit 
report is published. Overall we have, to the best of our ability, tried to ensure reliability. 
 

7.3.2 Validity 
 
Validity revolves around the design and methods of the study and whether or not the 
findings are the true representation of the population. Researchers such as Whittemore et al. 
(2001, p. 522) argue that the validity criterion is more difficult to establish because of the 
extensive individual judgments and subjectivity that researchers face. The criteria is, 
according to Seliger & Shohamy (1989, p. 95) divided into two parts; internal and external 
validity. 
 
The internal validity revolves around the interpretation of the results and analysis, which 
can be the result of arguments and opinions that are not properly supported (Seliger & 
Shohamy, 1989, p. 95).  Seliger & Shohamy (1989, p. 95) mentions several factors that 
affect the internal validity of a study. All factors are questioning the researchers’ 
motivations for the methods applied which are used to attain the data; the most relevant for 
our study is subject variability. Subject variability revolves around the results being a fair 
representation of the general population and is controlled by the sample used in the survey. 
Subject variability is established through the sampling methods, most prominently simple 
random sampling. (Seliger & Shohamy, 1989, p. 96) As previously mentioned, we have not 
used this method due to the inability of accessing the entire population. We can assume that 
other researchers experienced the same difficulty and that non-random sampling is the only 
possible way to examine this group of individuals. A larger sample could improve the 
internal subject variability, but we can assume that our sample is large enough to ensure 
some level of internal validity. 
 
External validity deals with generalization, more specifically if the results of the study can 
be generalized to the entire population. Once again, several factors are mentioned by 
Seliger & Shohamy (1989, p. 102), which affect the external validity. The most crucial 
component for generalization is the survey used and the sample attained. Translating the 
objectives of the study into quantifiable questions and reaching a sample truly representable 
of the population presents a challenge for researchers and therefore requires attention in 
order to ensure external validity. (Seliger & Shohamy, 1989, p. 104) Though our sample 
size is rather small in relation to the size of the population, we feel that our sample is 
representative of the population with regards to the demographic factors we observed. This 
means that we can, to some extent, generalize our finding to the younger Swedish non-
professional investor population. However, we are cautious with this generalization due to 
our sample size, and we feel that a larger study would have allowed for more concrete 
generalization.  

7.4 FURTHER STUDIES 
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The nature of our study is preliminary as the changes to the audit report have yet to be 
implemented in Sweden. Our study is aimed at presenting the non-professional investors 
perception of the new audit report. This being said, a more definitive study will need to be 
done in the future, after the implementation of the new audit report, as the Swedish 
implementation could appear different to the U.K. implementation presented to the sample 
in this study. After the implementation in Sweden in December 2016, other researchers 
should reevaluate the perceived value to non-professional investors in the future. This could 
also be expanded to include a larger and more representative sample of the entire 
population of non-professional investors, as opposed to our study, which focuses mainly on 
the younger portion of the population. 
 
Other than this, there are a few other topics that are closely related to this thesis that are 
interesting to study in the future. The first is to examine the decision-making process of 
non-professional investors more in detail than was accomplished in this thesis. To examine 
the value of the Key Audit Matters in relation to the non-professional investors decision-
making process will possibly expand on our results and provide a deeper understanding of 
exactly how the Key Audit Matters are useful for investors in their decisions, as we have 
found in this study. Secondly, future studies could observe the impact the audit report has 
on other users, besides the non-professional investors. This could be compared to the 
studies done in the U.K. regarding professional investors. Also, any increase value for 
banks or other government agencies, such as tax authorities, could be examined further.  
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Appendix I 
 
A paper version of our online questionnaire with numbered questions and heading (not 
displayed in the online version. 
 

1. Age: _______ 
 

2. Gender: ☐Male �Female �Other 
 

3. Which of these groups are you a member of? 
� Aktiespararna � Unga Aktiesparare � None of these 

 
4. Level of education: �High School � Community College �University �None of 

the Above 
 

5. If university: Level of completion:  
� Bachelor � Master � PhD � no complete degree 

 
6. Experience with auditing: �Academic �Professional �None 

 
7. What do you consider your level of understanding regarding the terminology and 

language used in financial reports written in English? 

Very low    1    2    3    4    5    Very high 
 

8. What do you consider your level of understanding regarding the terminology and 

language used in audits reports written in English? 

Very low    1    2    3    4    5    Very high 
 
(Investment behavior) 

9. How long have you been investing on the stock market? 
�0-2 years �2-4 years �4-6 years �6-8 years �>8 years 
 

10. How frequently do you purchase/sell shares? 
�daily �weekly �monthly �yearly �<once a year 
 

11. What is the scope of the majority of your investments? 
�long-term �short-term �even distribution of both 
 

12. What it the total value of your current investments? (optional) 
� <10,000 SEK �10,000 – 20,000 SEK � 20,000 – 30,000 SEK � 30,000 – 
40,0000 SEK � 40,000 – 50,000 SEK �> 50,000 SEK � I do not want to say 

 
13. What kind of companies do you invest in? 
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�Only domestic   
�Mainly domestic  
�even distribution of both  
�Mainly international  
�only international 
 

14. How would you classify yourself as an investor with regards to risk?   
Risk-seeking     1    2    3    4    5     Risk-averse 
 

 
15. To what extent do you utilize ______________ to form an independent opinion of 

the company? 
(Financial statements, Financial statement disclosures, Auditor reports, 
Management discussion and analysis, Other company specific information in the 
annual report, External sources of business data and risk factors (media), 
Professional advice and analyst reports) 

Not at all     1     2     3     4     5     Always 
 

16. To what extent do you use the current Swedish audit report to determine the level of 
risk with an investment? 
   Not at all     1     2     3     4     5     Always 
 

17. Do you read the current Swedish audit report?  �Yes  �No 
 

18. If no, why? (Mark all the apply) 
�I don’t understand  
�It doesn’t interest me  
�It doesn’t supply me with useful information 
�I don’t invest in Swedish companies  
�other __________ 
 

19. If yes, how do you use the audit report in making investment decisions? (Mark all 
that apply) 

�I only look at if the financial statements are qualified/unqualified  
�I look for risks pointed out by the auditor  
�I look for the going-concern opinion 
�I read the report in its entirety 
�other __________ 
 

20. How informative do you perceive the current Swedish audit report? 
Not informative      1    2    3    4    5     Very informative 

 
(New audit report) 
When answering the following questions, please read the attached extracts from an audit 
report.  
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21. Do you think that relocating the audit opinion from the end of the audit report to the 
beginning will affect your view and usage of the report?  

�Yes �No �No opinion  
 

22. Do you think that clearly stating the audit firm, as proposed in the new regulations, 
will affect your perception of the information presented in the audit report?   
 �Yes �No �No opinion 
 

23. Do you think that clearly stating the audit firm’s tenure, as proposed in the new 
regulations, will affect your perception of the information presented in the audit 
report?   �Yes �No �No opinion 

 
24. The Key Audit Matter paragraphs (see “2. Our Assessment of Risks of Material 

Misstatements” in the attached extracts from an audit report) contain new 
information compared to the disclosures (see page 4-5 of the attached information).  

Strongly Disagree     1     2     3     4     5     Strongly Agree 
 

25. Revealing the process by which the auditor resolved the risks within the company 
would make the revised Swedish Audit report significantly more informative. 

Strongly Disagree     1     2     3     4     5     Strongly Agree 
 

26. Do you believe that the identification and analysis of risks within the company 
would make the revised Swedish Audit report significantly more informative? �Yes 
�No 
 

27. If “no”, mark which of the following affect your answer to the previous question:  
 

� The information is already stated in the disclosures  
� The information is not relevant to my investment decision-making 

process  
� I do not understand the information provided 
� There is too much information for me to deem it useful 
� other 

 
Those who answered “No” in question 26: Thank you for your participation! 
 
For those who answered yes in question 26, please continue with the questions below: 
 

28. The new information in the audit report is useful when evaluating a company. 
Agree   1  2  3  4  5  Disagree 

 
29. The new information in the audit report is useful in my investment decision-making 

process. 
Agree   1  2  3  4  5  Disagree 

 
30. The new information in the audit report contains too much information making it 

less useful.  
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Agree   1  2  3  4  5  Disagree 
 

31. Would this new information change the way you use the audit report in your 
decision-making process regarding investments?  

�I would use it more 
�I would use it less  
�No change 

 

Appendix II 
 
The full compiled case information supplied along with the sections three and four of the 
survey. 

 
EXTRACTS FROM NEW AUDIT REPORT: 

 
1. OUR OPINION ON THE FINANCIAL STATEMENTS IS UNMODIFIED 
We have audited the financial statements of the Group for the year ended 30 September 2015 which 
comprise the consolidated income statement, the consolidated statement of comprehensive income, 
the consolidated and Parent Company balance sheets, the consolidated cash flow statement, the 
consolidated statement of changes in equity, the accounting policies and the related notes.  

 
In our opinion: 
• the financial statements give a true and fair view of the state of the Group’s and of the Parent 
Company’s affairs as at 30 September 2015 and of the Group’s profit for the year then ended; 
• the Group financial statements have been properly prepared in accordance with International 
Financial Reporting Standards as adopted by the European Union; 
• the Parent Company financial statements have been properly prepared in accordance with UK 
Accounting Standards; and 
• the financial statements have been prepared in accordance with the requirements of the Companies 
Act 2006; and, as regards the Group financial statements, Article 4 of the IAS Regulation. 
 
2. OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT 
In arriving at our audit opinion above on the financial statements the risks of material misstatement 
that had the greatest effect on our audit were as follows: 
 
VALUATION OF GOODWILL 
Refer to page 48* (Governance and Directors’ Report), page 91** (accounting policy) and page 
105*** (financial disclosures). 
 
• The risk: The Group’s balance sheet includes goodwill of £1,433 million relating to the UK 
business the carrying value of which has historically been sensitive to changes in the key 
assumptions, in particular to changes in forecast sales growth rates, operating profit margins and 
discount rates. The headroom in the UK currently is such that the directors do not consider there to 
be any reasonably possible sensitivities that would result in a write down being required, however, 
this itself is a matter of judgment and the carrying value of this asset therefore continues to be an 
area of audit focus. 
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• Our response: Our audit procedures included testing of the historical accuracy of the Group’s 
budgeting and forecasting process upon which the UK discounted cash flow model is based. We 
tested the principles that underpin the calculations in the model and the integrity of the data. We 
evaluated the assumptions and methodologies used for the UK discounted cash flow model, in 
particular those relating to forecast revenue growth and working capital movements, including 
assessing the reasonableness of the forecast revenue growth against historical growth rates. We 
compared the assumptions within the UK discounted cash flow model to externally derived data as 
well as our own assessments in relation to key inputs such as projected economic growth. Our 
valuation specialists assisted in evaluating the assumptions and methodologies underlying the 
discount rates adopted by the Group. We considered the sensitivity of key inputs to reasonably 
possible changes in assumptions. We also assessed the adequacy of the Group’s disclosures in 
respect of goodwill by reference to relevant accounting standards. 
 
SUPPLIER REBATES AND DISCOUNTS 
Refer to page 48* (Governance and Directors’ Report) and page 91** (accounting policy). 
 
• The risk: The Group has a variety of agreements with suppliers whereby rebates and discounts are 
earned based on the quantity of goods bought. The majority of the rebates and discounts due to the 
Group are reflected in the net price charged by its suppliers or are based on fixed percentages linked 
to the quantity of goods bought. There is little estimation or judgement involved in determining the 
timing and amount to be recognised. However, due to the large number of agreements in place 
across numerous jurisdictions within the Group, the complexity of transaction processing as well as 
supplier rebate periods frequently not being coterminous with the year end date, we consider there is 
a risk of error. 
 
• Our response: We evaluated the controls that the Group has in place over the accounting for 
rebates and discounts. Our audit procedures included inspecting underlying contractual terms and 
supplier correspondence for a selection of arrangements in place. We performed detailed testing on a 
sample basis of the largest rebates and discounts recognised in the period, with particular attention to 
whether the rebates and discounts were recognized in the correct period and the appropriateness of 
any rebates and discounts accrued at the period end. This involved selecting a sample of amounts 
invoiced and accrued as at the balance sheet date and agreeing the underlying calculation to 
contractual terms and supplier correspondence. We also considered the adequacy of the Group’s 
disclosures in respect of supplier rebates and discounts. 
 
3. SCOPE OF REPORT AND RESPONSIBILITIES 
As explained more fully in the Directors’ Responsibilities statement set out on page 79, the directors 
are responsible for the preparation of the financial statements and for being satisfied that they give a 
true and fair view. A description of the scope of an audit of financial statements is provided on the 
Financial Reporting Council’s website at www.frc.org.uk/auditscopeukprivate. This report is made 
solely to the Company’s members as a body and is subject to important explanations and disclaimers 
regarding our responsibilities, published on our website at 
www.kpmg.com/uk/auditscopeukco2014a, which are incorporated into this report as if set out in full 
and should be read to provide an understanding of the purpose of this report, the work we have 
undertaken and the basis of our opinions. 
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INCOME STATEMENT: 
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DISCLOSURES 
 

* From Page 48: 
FINANCIAL REPORTING 
The material areas in which significant judgements have been applied, namely: 

o The consideration of any goodwill impairment assessments and how these were addressed. The 
judgement largely relates to the assumptions underlying the calculation of the value in use of the 
cash generating units (CGUs) being tested for impairment, primarily the achievement of the three 
year business plan for the CGUs and the macroeconomic assumptions (such as discount rates) 
underpinning the valuation process. The Committee receives reports from management outlining the 
basis for the assumptions used. Business plans are approved by the Board. In addition, the external 
auditor provides detailed written assessments to the Audit Committee in this area.  

o Considering the nature and quantum of the purchasing income earned by the Group during the 
financial year. It also assessed the extent to which the amounts recognised required estimation and 
reviewed the recoverability of amounts accrued at the year end with reference to aged analyses and 
subsequent cash receipts. Nothing arose during the course of this review to indicate that anything but 
limited judgement was required, or that purchasing income had not been accounted for in accordance 
with the Group’s accounting policies 

 
** From Page 91: 
REBATES AND OTHER AMOUNTS RECEIVED FROM SUPPLIERS 
Rebates and other amounts received from suppliers include agreed discounts from suppliers’ list 
prices and value and volume related rebates. Income from value and volume related rebates is 
recognised based on actual purchases in the period as a proportion of total purchases made or 
forecast to be made over the rebate period. Rebates received in respect of plant and equipment are 
deducted from the costs capitalised and are recognised in the income statement in line with 
depreciation. Agreed discounts relating to inventories are credited to the income statement within 
cost of sales as the goods are consumed. Rebates relating to items purchased, but still held at the 
balance sheet date, are deducted from the carrying value of these items so that the cost of inventories 
is recorded net of applicable rebates. 

 
GOODWILL 
Goodwill arising on consolidation represents the excess of the cost of acquisition over the fair value 
of the Group’s share of the identifiable assets and liabilities of the acquired subsidiary, associate or 
joint arrangement at the date of acquisition. Goodwill is tested annually for impairment and is carried 
at cost less any accumulated impairment losses. Goodwill is allocated to CGUs for the purpose of 
impairment testing. A CGU is identified at the lowest aggregation of assets that generate largely 
independent cash inflows, and that which is looked at by management for monitoring and managing 
the business and relates to the total business for a country. If the recoverable amount of the CGU is 
less than the carrying amount, an impairment loss is allocated first to reduce the carrying amount of 
any goodwill allocated to the unit and then to the other assets of the unit pro rata on the basis of the 
carrying amount of each asset in the unit. Any impairment is immediately recognized in the income 
statement and an impairment loss recognised for goodwill is not subsequently reversed. On disposal, 
the attributable amount of goodwill is included in the determination of the gain or loss on disposal. 
Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the 
previous UK GAAP amounts subject to being tested for impairment at that date. Goodwill written off 
to reserves under UK GAAP prior to 1998 has not been reinstated and is not included in determining 
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any subsequent gain or loss on disposal. 
 

*** From Page 105: 

 
 

**** From page 136:  
OTHER LITIGATION AND CLAIMS 
The Group is subject to periodic tax audits and challenges with/by various fiscal authorities 
covering corporate, employee and sales taxes in the various jurisdictions in which it operates. None 
of these are currently expected to have a material impact on the Group’s financial position. 
 
OUTCOME 
Although it is not possible to predict the outcome or quantify the financial effect of these 
proceedings, or any claim against the Group related thereto, in the opinion of the directors, any 
uninsured losses resulting from the ultimate resolution of these matters will not have a material 
effect on the financial position of the Group. The timing of the settlement of these proceedings or 
claims is uncertain. 
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APPENDIX III 
 
Original email sent to the Head of Marketing at Young Swedish Shareholder’s Association  
 
Hello! 
 
Our names are Louise Lundgren and Moa Oldenborg. We are students at Umeå University 
studying our final semester of the MBA program in international business and economics. 
We have recently started our degree project and are interested in studying the pending 
changes to the audit report (December 2016) from a non-professional investors point of 
view. In order to do this, we need to come in contact with non-professional investors. We 
are contacting you, at Unga Aktiesparare, to see if you can help us. We would like to reach 
your members in order to study how they use the audit report in their decision-making 
process regarding investments. Do you have the possibility to help us in this? What we 
would like to do is distribute a questionnaire to you members in the most convenient way 
for everyone. We have contacted both the Umeå and Northern Region offices and been told 
that the Head office is in charge of all email communication with the members. This is why 
we are contacting you, as you may be better suited to help us reach the members with our 
questionnaire. Also, if you have a meeting in the near future, we are interested in taking 
part of this as well! 
 
Please get back to us as soon as possible! 
Thank you for you time! 
 
Kindest Regards, 
Moa Oldenborg 
Louise Lundgren 
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Appendix IV 
 
Example of post to Young Swedish Shareholder’s Association Facebook groups. 
 
Would you like to contribute to a thesis being done by two economics students 
regarding the audit report? We appreciate your help! 

Survey: How is your investment behavior affected by the new audit report 
(effective December 2016)? https://goo.gl/HQygub 
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Appendix V 
 
Cover page of survey sent to the survey, distributed via Unga Aktiesparare. 
 
Hello! 
 
We are two Students from Umeå University who are currently completing our final year of 
our economics degree. We are in the process of writing our thesis in business 
administration. We are studying the potential effects of the pending changes to the Swedish 
audit report for the non-professional investor. We are now asking you, as members of the 
Young Swedish Shareholder’s Association, to help us in our study. 
 
We have created a web-survey, available in both Swedish and English, which takes 
approximately 20 minutes to complete. The survey is made up of four parts where you will 
be asked questions regarding demographics, your investment behavior, the new changes to 
the audit report, and your reaction to and perception of these changes. In order for you to be 
able to answer these question, we have attached a case with parts of the annual report and 
audit report from a listed company in the U.K. We are using a British company as the U.K. 
has already implemented similar changes and we hope to give you an idea of what the 
“new” audit report should look like. Your answers are completely anonymous and will only 
be used for the purpose of our thesis work. Thank you in advance for your contribution! 
 
If you have any questions or concerns, please feel free to contact us! 
Best Regards, 
 
Louise Lundgren     Moa Oldenborg 
lolu0014@student.umu.se    mool0022@student.umu.se   
 
English: https://docs.google.com/forms/d/12Fmh-
Y_HbbcuQOVzBh3yViVveACZ53ut2fNiWSwCvM/viewform 
Swedish: 
https://docs.google.com/forms/d/16seEhJH0ho3zcJkjMhYQB0YVI0L5J9ZtX4ZzGCEkkic/
viewform 
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