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Do Auditors Pay Attention to Negative Media Comments about Executives:
Based on Differential Audit Response
ZHANG Ting' ZHANG Dunli’

(1.School o f Government Auditing , Nanjing Audit University , Nanjing 211815,China ;
2.School o f Accounting s Zhongnan University of Economics and Law ,Wuhan 430073 ,China)

Abstract: Key audit matters added after the reform of audit reports can be considered as the "work-
ing papers" disclosed by the auditors, providing a window for communicating the refined audit
process.Based on the contents of key audit matters in the new audit report of listed companies in
China from 2016 to 2020, this paper examines the impact of negative media coverage against execu-
tives of listed companies on auditors’ differential responses. The results suggest that the more nega-
tive media coverage of executives,the more diverse response measures auditors disclosed in its key
audit matter section,with less similarity in the audit response paragraph.The cross-sectional hetero-
geneity test finds that the impact of negative executive news on the degree of differentiation in audit
response is more pronounced for firms with a more substantial "disclaimer" motivation of their au-
ditors.The mechanism analysis shows that negative executive news affect differential audit response
in the following ways:the more negative news executives have, the higher the control and inherent
risk of material misstatement in its companies’ financial reports and the higher auditor’s associated
monitoring risk, leading to a higher degree of differentiation in the audit response. The economic
consequences test reveals that auditors differential response to negative media news improves capital
market pricing efficiency and lowers the level of stock price synchronization of companies with nega-
tive news. This paper explores the impact of external media oversight on auditor decision-making
from the perspective of differential audit response, provides evidence to advance audit reporting re-
form.

Key words: Media Attention; Audit Risk; Key Audit Matters; Audit Response
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