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The Dilemma of Template—-Based Key Audit Matters and Its Governance: An Analysis
Based on Signaling Theory
Ke Chen Yuhao Wang Shiyu Liu
Xijing University

[Abstract] The reform of the audit reporting standards in 2016 introduced the disclosure of Key Audit Matters
(KAM), aiming to enhance the information content of audit reports by conveying personalized risk signals.
However, with the full implementation of the new standards, KAM disclosures have gradually exhibited
characteristics of quantitative convergence, concentrated content, and similar textual descriptions, leading to a
"standardization" dilemma that significantly undermines their signal transmission function. Based on a systematic
review of the literature related to Key Audit Matters, this paper constructs an analytical framework grounded in
signaling theory to deeply elucidate the manifestations, causes, and mechanisms by which the "standardization"
dilemma erodes signal effectiveness. The study reveals that the paradox of the positive correlation between signal
cost and audit quality, the moral hazard of audit suppliers, and insufficient incentives within the institutional
environment collectively contribute to the transformation of KAM from an "effective signal" to an "ineffective
signal." To address this, the paper proposes governance pathways focusing on regulatory optimization, market
governance, and the capacity building of audit practitioners.
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