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Abstract 

This paper investigates the impact of an auditor’s report 
on the audit expectation gap. It establishes a connection 
between existing literature concerning auditors' reports 
and the audit expectation gap, elucidating how the 
essential contents and characteristics of auditors' reports 
influence various components of the audit expectation 
gap. This study employs a qualitative methodology, using 
a systematic literature review technique. The findings 
suggest that the main contents and characteristics of the 
auditor’s report affect specific components of the audit 
expectation gap. Furthermore, the auditor’s report not only 
impacts the knowledge gap but also influences the 
performance and evolution gaps. Importantly, it provides 
an innovative framework to illustrate the influence of 
auditors' reports on various components of the audit 
expectation gap. This study introduces a novel model that 
has not been examined in practical contexts, and its 
applicability may vary in real-world settings. A significant 
limitation lies in the challenges associated with ensuring 
the thoroughness of the existing literature analyzed. The 
findings may serve as a foundation for future revisions to 
the auditor’s report format, and provide a robust basis for 
subsequent studies on auditor’s reports. 

Key words: audit expectation gap; auditor’s report; 
external audit; audit report; bridging the audit expectation 
gap; 
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1. Introduction and research 

problem 

The audit expectation gap has been a topic of scholarly 
discussion since the inception of auditing. Since Liggio’s 
ground-breaking study on the audit expectation gap in 
1974, there has been scholarly consensus regarding the 
existence of this phenomenon (Quick, 2020; Imen Jedidi & 
Humphrey, 2024). 

Scholars have described the Audit Expectation Gap as a 
disparity between stakeholders’ expectations of audits and 
the actual scope, objectives, and assurance provided by 
the auditor. In the realm of auditing literature, academics 
have persistently identified the audit expectation gap as a 
significant barrier to the successful execution of audit 
functions (Liggio, 1974; Salehi et al., 2009; ACCA, 2019; 
Sirois et al., 2018).   

In light of the concerted efforts of standard setters, 
regulators, and scholars worldwide to narrow the audit 
expectation gap, numerous studies have been conducted 
to assess its causes, identify its constituents, and devise 
strategies to bridge this gap. Research indicates that the 
effective communication of audit findings (Quick, 2020) 
and how auditors interact with stakeholders (Akther & Xu, 
2020) may serve as instrumental tools for narrowing the 
audit expectation gap (Çeltikci, 2024).   

The auditor’s report serves as a primary conduit for 
conveying audit results; for many stakeholders, it 
constitutes the sole form of communication received from 
auditors. Given the critical role of auditor’s reports in 
facilitating communication between auditors and 
stakeholders, they must provide the necessary audit-
related information regarding the outcomes of audits and 
elucidate various aspects that would aid intended-users in 
their decision-making or evaluation processes.   

In the aftermath of financial scandals that have plagued 
markets over the past few decades, stakeholders now 
demand more comprehensive information from auditors to 
understand the audit process better, thereby ensuring 
confidence in audit quality and obtaining further insights 
(Goicoechea et al., 2021; Foy, 2024). Users of auditor’s 
reports perceive that these reports predominantly consist 
of standardised content dictated by auditing standards, 
offering minimal entity-specific information and limited 
insight into the audit execution process. Consequently, 
auditor’s reports often fall short of meeting users' 
informational needs. As a result, stakeholders' trust in 

auditors appears to be waning, leading them to seek 
information from alternative sources increasingly 
(Barghathi et al., 2017).   

Although the auditor's report possesses the potential to 
address the audit expectation gap, its effectiveness in this 
regard has yet to be thoroughly investigated. A limited 
number of studies have explored the key contents and 
features of the report that influence the gap, and even 
fewer have established a direct correlation between these 
elements and the components of the audit expectation 
gap itself.   

The examination of existing literature indicates that the 
investigation of the audit expectation gap and audit reports 
has typically been conducted in isolation. Research tends 
to either explore the factors contributing to the audit 
expectation gap, evaluate its elements, or assess the 
efficacy of audit reports. Notably, the relationship between 
audit reports and the elements of the audit expectation 
gap has mainly remained underexplored. This gap 
appears to stem from the absence of a comprehensive 
conceptual or theoretical framework that explains the 
connection between the content and characteristics of 
audit reports and the components of audit expectation 
gaps.   

In light of this knowledge gap, our study aims to evaluate 
the existing literature on the subject and investigate the 
key contents and characteristics of auditors' reports that 
can impact the audit expectation gap. The study examines 
how an auditor’s report can be enhanced to serve as a 
more effective tool for bridging the audit expectation gap.  
The innovative model introduced in this study is expected 
to create a significant basis for scholars to explore and 
examine the relationship between audit reports and the 
elements of the audit expectation gap in a practical 
setting. 

This paper follows the structure recommended by Fisch 
and Block (2018) for literature review-based research in 
the fields of management and business. It begins with the 
introduction section, then outlines the research problem, 
questions, and methodology, and subsequently evaluates 
and synthesizes the findings from the literature review.  
In the final section, we present the conclusions, 
implications, limitations of this study, and future research 
perspectives. 
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2. Research questions and 

objectives 

      This study examines auditing literature and evaluates 
research on audit expectation gaps and auditor’s reports. 
We provide a comprehensive analysis of seminal works, 
tracing the evolution of the audit expectation gap from its 
inception in 1974 to the most contemporary studies up to 
2025 regarding auditor reports and their influence on the 
expectation gap. Through an extensive literature review, 
this study articulates a novel theoretical framework that 
elucidates the relationship between auditor reports and 
the audit expectation gap. Furthermore, our critical 
assessment of the literature reveals significant research 
deficiencies, prompting the formulation of research 
questions that we rigorously explore in this paper.   

2.1 Research questions: 

1. What are the significant factors influencing the audit 
expectation gap, and how do they affect its different 
components? 

2. Which contents of the auditor’s report are critical in 
narrowing the audit expectation gap? 

3. How do the key components and characteristics of 
auditors’ reports directly influence the various 
dimensions of the audit expectation gap? 

4. What changes to the existing format of the auditor's 
report would make it a more effective tool for 
narrowing the audit expectation gap? 

2.2 Research Objectives 

The study was conducted with the following target 
objectives: 

1. To evaluate the relationship between significant 
factors that give rise to the audit expectation gap and 
components of the audit expectation gap. 

2. To identify the contents of the auditor’s report that are 
critical in narrowing the audit expectation gap. 

3. To explore the relationship between the key 
components and characteristics of auditors’ reports 
and the components of the audit expectation gap. 

4. To identify the changes to the content and structure of 
the auditor's report that would make it more effective 
in narrowing the audit expectation gap. 

 

3. Research methodology  

We adopted a qualitative research approach based on the 
evaluation and synthesis of existing literature in auditing, 
with a focus on the auditor’s report and the audit 
expectation gap. The key components and characteristics 
of auditors’ reports that could impact the audit expectation 
gap were identified, evaluated, and analysed. 

The study relied on peer-reviewed articles and research 
papers from professional accounting organisations 
published after 2017. This approach ensures that the 
research is informed by current scholarly discussions, 
avoiding conclusions based on outdated perspectives. As 
expectations for audits and audit reports evolve to reflect 
the contemporary economic and business landscape, it is 
crucial to incorporate the latest scholarly findings 
whenever possible. Recent studies present current 
models that earlier research may not address while also 
engaging with older literature and offering newer, 
rigorously tested insights. 

Some critical and classic studies before 2017 were used 
as references to ensure comprehensive coverage of 
existing literature on the topic. Figure no. 1 summarises 
the structure of the research framework used. 

4.  Discussion, analysis and 

outcomes 

To achieve the objectives of this study, it is crucial to 
evaluate and contrast how the audit expectation gap has 
been explained and identify the significant factors 
contributing to this gap. This subsection will initially 
examine the diverse definitions of the audit expectation 
gap as articulated by various scholars. Following this, it 
will assess the component-based model of the audit 
expectation gap proposed by the ACCA. In conclusion, 
this section will summarise a component and factor 
analysis of the audit expectation gap.                 

4.1 Audit Expectation Gap 

The concept of the audit expectation gap has been 
explored and studied since the 1970s (Liggio, 1974). Over 
the decades, scholars have examined the audit 
expectation gap from various perspectives. Literature 
reveals not only a range of definitions but also ongoing 
debates regarding its nature, causes, and solutions.  
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Figure no. 1. Research Framework 

 

Source: author’s projection 

 

The approach adopted by scholars and organisations for 
explaining the concept of audit expectation gap can be 
broadly classified under two categories: i) Explanatory 
approach (explaining what it is) and ii) Causal or 
Component approach (explaining what it is, its 
components and its causes). 

4.1.1 Explanatory approach 

Over the past fifty years, many scholars have defined the 
audit expectation gap using an explanatory approach. 
Below are some key definitions that follow this approach. 

Considered one of the first studies on audit expectation, in 
1974, Carl Liggio defined the audit expectation gap as the 
difference between the expected level of auditors' 

performance, as understood by the user of financial 
statements, and the auditor's performance (Liggio, 1974). 

Monroe and Woodliff defined the audit expectation gap 
slightly differently, as the differences between the user's 
and auditors' understanding of auditors’ duties and 
responsibilities, as well as differences in the 
understanding of the information provided in the auditor’s 
report (Monroe & Woodliff, 1993). 

Gold et al. defined the audit expectation gap similarly to 
Monroe and Woodliff. They highlighted that it arises due to 
differences in understanding of the role and 
responsibilities of auditors, as perceived by stakeholders 
and auditors (Gold et al., 2012). 

Key contents and characteristics of auditor’s report  

   Audit Expectation Gap 

IR: Information on Auditor's 

and Management's 

responsibilities  

Impacts 

"Knowledge gap" - Lack of clarity among 

stakeholders on auditors and management’s 

role and responsibilities 

Knowledge gap 

  
CA: Clarity on the level of 

assurance and opinion 

expressed 

Impacts 

Knowledge gap 

  

II: Information on Auditor's 

Independence 

Impacts 

Knowledge gap 

  

"Performance gap" - Deficiency in audit 

performed by the auditor 

IC: Information on internal 

control testing 

Impacts 

Performance gap 

  
AF: Key audit matters and 

critical findings 

Impacts 

Performance gap 

   

   
"Evolution gap" - Auditing standards and 

regulations do not meet users’ expectations for 

audits. 

CA: Information on the 

conduct of the audit 

Impacts 

Performance and evolution gap 

  
UR: Understandability and 

readability 

Impacts  
all three elements of the audit expectation gap 
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The explanatory approach defines the audit expectation 
gap as a perceptual mismatch between auditors and 
stakeholders. Although these definitions serve as a 
foundation, they face criticism for being descriptive rather 
than diagnostic. They acknowledge a gap but do not 
explore its causes or how to address it. Furthermore, they 
provide a static view of stakeholder expectations, treating 
them as a homogeneous group and overlooking diversity. 
It also lacks the analytical rigour necessary to inform 
policy or practice.  

4.1.2 Component-Based Approach 

In a pivotal study, Porter conducted a comprehensive 
analysis of audit expectations, highlighting its key 
components. He articulated that the audit expectation gap 
is composed of two principal components: the 
Reasonableness Gap and the Performance Gap. The 
reasonableness gap is “the gap between what the public 
expects auditors to achieve and what the auditors can 
reasonably be expected to accomplish,” and the 
performance gap is “the gap between what the public can 
reasonably expect auditors to accomplish and what they 
are perceived to have achieved.” (Porter, 1993) 

While Porter’s (1993) model is widely cited and used as a 
basis for the component-based approach, some scholars 
argue that it oversimplifies the issue by not considering 
the regulatory and market factors.  

Turner et al. (2010) further explored the component-based 
model of the audit expectation gap. They explained it as 
consisting of four components: the research gap, the 
standards gap, the delivery gap, and the communication 
gap. 

Füredi-Fülöp (2017) studied audit expectations as 
consisting of three gaps: performance failure of the 
auditor’s performance, the Standard gap - deficiencies in 
auditing standards, and the Reasonableness gap - lack of 
interpretation of the audit function.  

A recent study suggests that the audit expectation gap 
comprises five components: perceptual gap, knowledge 
gap, standardisation gap, functional gap, and 
communication gap (Abdul-Azeez et al., 2023). 

ACCA conducted a comprehensive survey-based study to 
investigate the existence of the audit expectation gap and 
the measures that could effectively bridge it. In this study, 
ACCA recommended an approach to regard the audit 
expectation gap as comprising three key components, 
followed by taking targeted measures to address these 

gaps (ACCA, 2019). ACCA proposed categorising the 
audit expectation gap into these three components in this 
study: 

“Knowledge gap” – which it defines as the difference 
between what public thinks auditors do and what auditors 
do. 

“Performance gap” – which it defines as the difference 
between what auditors do and what auditors are supposed 
to do. 

“Evolution gap” – which it defines as the difference 
between what auditors are supposed to do if they follow 
the requirements of auditing standards and regulation and 
what the public wants auditors to do. 

This model is advantageous due to its practical 
methodology and empirical basis, derived from a 
worldwide survey. It introduces the evolution gap, a novel 
concept that highlights the changing expectations in a 
dynamic business environment. However, it may still 
overlook the institutional and cultural elements that 
influence expectations in different jurisdictions.  

These component-based models indicate a growing 
recognition that the AEG is multi-faceted. However, a lack 
of consensus remains concerning the number and 
characteristics of these components, which raises 
concerns about both conceptual clarity and practical 
application. 

While the explanatory approach effectively elucidates the 
audit expectation, it does not adequately address the 
research objectives, which concentrate on investigating 
the components of the audit expectations and how auditor 
reports can effectively respond to these specific 
components. Consequently, after reviewing the existing 
literature, we adopted a component-based model for our 
study. Given that the analysis conducted by ACCA is 
among the most recent studies, characterised by a 
substantial survey size, a component-based framework, 
and a robust connection to the existing literature for the 
development of a practical model, we considered this 
approach suitable as the basis for our research. 
Consequently, we will use this model to direct our 
investigation into the other objectives of our study. 
However, to confirm the model's reliability and relevance 
as a foundational framework, we also analysed the 
elements of the audit expectation gap outlined by the 
ACCA, utilising existing literature. 
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4.1.3 Evaluation of ACCA’s model 

Knowledge gap - This gap arises because stakeholders 
lack a thorough understanding of the roles and 
responsibilities of auditors as defined by auditing 
standards and regulations. This leads to unrealistic 
expectations from some stakeholders regarding audits 
(Sirois et al., 2018; Jabbarzadeh et al., 2017). The 
knowledge gap primarily stems from the following: 

• unrealistic expectations from auditors concerning their 
responsibilities related to fraud identification and 
reporting (Rodgers et al., 2019; Widiarti, 2025); 

• the assessment of the going concern assumption 
(Muñoz-Izquierdo et al., 2019); and  

• the level of assurance that auditors provide (Manoel & 
Quel, 2017).   

Performance gap - A performance gap occurs when the 
auditor fails to conduct an audit by established 
requirements and standards.  This may result from factors 
such as: 

• auditors not putting in the necessary effort or lacking 
the required skills (Alawi et al., 2018);  

• deficiencies or ambiguities in auditing standards 
(Masoud, 2017); and  

• inadequate audit quality (Salehi et al., 2016).  

Evolution gap - This gap arises due to auditing standards 
or regulations being insufficient to meet user expectations 
from audits. This has been recognised in aspects such as: 

• auditors’ verification and reporting on the effectiveness 
of internal controls (Fadzly & Ahmad, 2004; 
Pourheydari & Abousaiedi, 2011); 

• delays in developing standards or guidance to address 
environmental changes, such as technology and risks 
associated with going concerns in a volatile economic 
environment (Brunelli et al., 2020).  

Thus, the ACCA’s audit expectation gap is well supported 
by existing literature; consequently, we have utilised this 
model as a basis for our evaluation. 

4.1.4 Specific factors resulting in audit expectation 
gap 

Füredi-Fülöp (2017) noted that the audit expectation gap 
arises from several factors, including unrealistic 

expectations of stakeholders and the overall quality of 
audit performance. Additionally, Schelluch and Gay (2006) 
emphasised that a core misperception exists regarding 
auditors' responsibilities, audit quality, auditor regulation, 
and the clarity of information provided in the auditor’s 
report are pivotal elements that exacerbate the audit 
expectation gap. Sweeney (1997) identified issues related 
to fraud, persistent concerns, as well as the performance 
and independence of auditors as primary contributors to 
this gap.  

Consequently, utilising the ACCA’s model as a 
foundational framework, the subsequent sections will 
delineate the components of the audit expectation gap 
and elucidate the factors that contribute to each 
component based on the observations synthesized from 
the aforementioned studies (Figure no. 2). 

4.1.5 Critical Analysis of research methodologies 
used in studies on Audit Expectation Gap 

Research methods on the audit expectation gap reveal 
diverse designs, underscoring the complexity of the topic. 
Initial studies, such as Liggio's (1974), concentrated on 
conceptual methods that prioritised theoretical frameworks 
and qualitative perspectives. Subsequent research from 
Porter (1993), Monroe & Woodliff (1993), and Humphrey 
et al. (1993) utilised surveys to collect views from auditors 
and users of financial statements. Although these 
approaches provide valuable insights into stakeholder 
expectations, they frequently struggle with issues of 
sample representation and response bias. In contrast, 
research by Gold et al. (2012) and Turner et al. (2010) 
used experimental designs to investigate the behavioural 
dimensions of the AEG, offering deeper insights but 
raising concerns regarding replicability. Despite progress, 
literature still faces limitations. While some studies, such 
as ACCA (2019), provide detailed insights into institutional 
perspectives, they primarily represent the views of 
auditors and regulators, omitting broader stakeholder 
viewpoints.  

In summary, even though the literature presents a varied 
methodological landscape, future studies could enhance 
understanding by employing triangulated methods and 
incorporating cross-cultural validation. 
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Figure no. 2. Audit Expectation Gap, component and factor-based analysis 

Audit Expectation Gap 

This is a result of: 

Knowledge gap - Lack of clarity among stakeholders on auditors and management’s role and responsibilities, specifically on the 
following aspects: 

• Fraud detection and reporting 

• Going Concern assessment/entity's failure 

• Preparation of financial statements 

• Level of assurance  

• Scope and extent of audit 

• Internal controls 

Performance gap - Deficiency in audit performed by the auditor, which could be a result of: 

• Flaw in audit methodology 

• Ambiguity/lack of clarity in the auditing standards 

• Flaw in audit performance 

• Inadequate/inappropriate quality management process 

Evolution gap - Auditing standards and regulations do not meet users’ expectations from audits because of: 

• Lag in the development of standards and guidance 

• Change in environment. 

• Evolving technologies 

• Unreasonable expectations of users (cost-benefit aspects) 

Source: author’s projection 

 

4.2  The influence of key contents and 
characteristics of auditors' reports on 
different components of the audit 
expectation gap 

This section seeks to explain the research framework 
developed through a thorough assessment of various 
definitions of the audit expectation gap alongside the 
component-based model proposed by the ACCA in the 
previous subsection. We will also examine how key 
elements and features of the auditor's report impact the 
components of the audit expectation gap. 

4.2.1 Information on auditor's and management's 
responsibilities 

The reports generated by auditors have a diverse 
readership, as various stakeholders rely on these reports 
to fulfil their informational needs. Nonetheless, not all 
users possess a comprehensive understanding of the 
distinct roles and responsibilities of both auditors and 
management nor do they fully grasp what to expect from 
auditors regarding the prevention and detection of fraud 
(Sule et al., 2019). This lack of understanding creates 
unrealistic expectations among readers regarding 

auditors, further widening the audit expectation gap 
(Rodgers et al., 2019; Al-Dhubaibi, 2020; Widiarti, 2025). 

The ongoing gap between what readers expect from 
audits and the roles and responsibilities defined for 
auditors by auditing standards and regulations has 
consistently created a notable knowledge gap (Sirois et 
al., 2018). To effectively narrow the audit expectation gap, 
it is crucial to provide comprehensive information and 
clarity regarding the responsibilities of both auditors and 
management (Manoel & Quel, 2017).  

Proposition 1: Providing sufficient information about 
the roles and responsibilities of auditors and 
management concerning accounting, financial 
statements, internal control systems, compliance with 
laws and regulations, and the prevention and 
detection of fraud helps to bridge the knowledge gap. 

4.2.2 Clarity on level of assurance and audit opinion 

The audit opinion section constitutes the most critical 
component of the auditor’s report, as it articulates the 
auditor’s assessment regarding the reliability of the 
audited information (Muñoz-Izquierdo et al., 2019). 
Therefore, the audit opinion must be clearly expressed to 
ensure that readers grasp its significance and minimise 
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any potential ambiguities. Research indicates that a 
substantial number of stakeholders lack a clear 
understanding of the level of assurance provided by 
auditors. A common misconception is that auditors provide 
absolute assurance, implying a guarantee that financial 
statements are free from misstatements; this assumption 
contributes to a significant knowledge gap. 
Misunderstandings about audit opinions impede efforts to 
close the expectation gap (Manoel & Quel, 2017; Enofe et 
al., 2013). 

The content of the audit opinion must be sufficiently 
detailed to prevent confusion among readers while also 
delivering a comprehensive understanding of what the 
opinion signifies and emphasising that the assurance 
rendered is reasonable. A lack of clear audit opinion may 
deepen the existing knowledge gap (Salehi et al., 2016).  

Backof et al. (2022) highlighted the importance of defining 
reasonable assurance, as it reduces the perceived risk of 
auditor negligence and enhances clarity for stakeholders. 
An audit report that effectively conveys the assurance 
offered provides considerable benefits to stakeholders 
(Boolaky & Quick, 2016). 

Proposition 2: Providing adequate information on the 
audit opinion and the level of assurance offered by 
auditors in the auditor's report is essential for 
narrowing the knowledge gap. 

4.2.3 Information on auditors’ independence 

For any assurance engagement to be effective, the 
assurance provider must maintain independence and 
impartiality throughout the work and when expressing an 
opinion. Auditing is no exception to this principle; in fact, it 
is even more critical for auditors to maintain their 
independence to preserve public trust in the integrity of 
the audited information (Yahaya & Onyabe, 2022). 

It is not uncommon for audit firms to provide non-audit 
services to their audit clients. However, the provision of 
non-audit services by audit firms poses a potential risk to 
the independence of auditors. Although this risk may not 
always be clear, it is often perceived as such (Umar & 
Anandarajan, 2004). The impact of this perceived risk on 
users' trust in auditor reports varies based on the type of 
services provided. Not every service threatens auditor 
independence, and even when risks exist, audit firms 
might have established adequate safeguards. 
Stakeholders often hold differing views on the impact of 
non-audit activities on audit opinions (Ramzan et al., 
2020). 

However, users generally do not have access to this 
information, which could result in a knowledge gap, as 
users might have an incorrect understanding of the 
auditor's independence and its implications for the audit. 

Proposition 3: The inclusion of adequate information 
in the auditor’s report regarding the auditor’s 
independence, non-audit services provided to clients, 
and safeguards implemented may serve as an 
effective mechanism for bridging the knowledge gap. 

4.2.4 Key findings from internal control assessment 

Numerous studies have demonstrated that many 
stakeholders assume auditors bear the responsibility for 
ensuring that appropriate internal controls are established 
(Pourheydari & Abousaiedi, 2011). While auditors may opt 
to place reliance on internal controls and conduct testing 
thereof, such testing typically focuses only on those 
controls that could impact the financial statements. This 
misunderstanding significantly contributes to the audit 
expectation gap (Salifu & Mahama, 2015). 

Users of auditor reports generally seek to understand the 
effectiveness of an entity's internal control systems, as 
well as the risks associated with their inadequacies (Tušek 
& Ježovita, 2020). Consequently, stakeholders expect 
auditors to provide greater transparency regarding their 
testing of these internal controls and the subsequent 
observations (Asare & Wright, 2012). The information on 
internal controls can assist users’ decision-making and 
offer greater clarity regarding the work conducted by the 
auditors. The information on internal control assessment 
can be instrumental in bridging the performance gap, as 
auditors will need to provide details on the outcome of 
internal control testing and the degree of reliance they 
place on internal controls. 

Proposition 4: The inclusion of adequate information 
in the auditors’ report regarding internal control 
testing, encompassing the scope, key findings, and 
the degree of reliance placed by the auditor, could 
help in reducing the performance gap.  

4.2.5 Key audit matters and findings 

The key audit matters and findings could provide critical 
information and insights into the audit performance. 
Though the requirements for reporting key audit matters in 
the auditor’s reports of the Public Interested Entity have 
been in practice in many countries for the last few years, 
scholars’ views on the benefits of this additional 
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information are divided. At the same time, some feel that 
KAM is an essential addition to the audit and is critical in 
communicating the high-risk items and how auditors 
respond to them (Zhou, 2019; Goh et al., 2019; Trpeska et 
al., 2017), while some have expressed different views 
(Boolaky & Quick, 2016; Segal, 2019). However, all the 
studies have highlighted the importance of providing 
information on the areas where auditors made significant 
professional judgments, which required substantial 
estimations and auditing efforts to the stakeholders. 

The auditor’s report does not include information on 
misstatements and other issues, like non-compliance, 
identified during the audit unless they impact the auditor’s 
opinion. However, this information can provide valuable 
information to the stakeholders (Goicoechea et al., 2021). 
Suppose information on key audit findings is included in 
the auditor’s report. In that case, it can effectively provide 
insight into the outcome of an audit performed by the 
auditor and bridge the audit expectation gap (Prasad & 
Chand, 2017). 

The inclusion of information about key audit matters, 
critical audit findings, and auditors’ responses to such 
matters is essential for providing users with insights into 
the audit's performance. Consequently, this practice could 
enhance the quality of the audit conducted. 

Proposition 5: Including adequate information on key 
audit matters, key findings, and the auditor’s 
response to these matters is instrumental in bridging 
the performance gap. 

4.2.6 Information on the conduct of the audit 

The conduct of an audit is a crucial component in 
maintaining transparency and accountability. Users who 
possess insights into the auditors' methodologies are 
better positioned to comprehend the efforts undertaken by 
auditors, as well as the inherent limitations of the audit 
process. This transparency fosters trust, providing users 
with a clearer understanding of the auditor's approach and 
the rationale behind the opinions expressed (Mock et al., 
2013). 

Auditors encounter a variety of constraints and judgment-
related challenges during the execution of audits. Detailed 
information regarding audit methodologies, including 
significant elements that influence audit performance, 
such as materiality thresholds and assessments of going 
concern, is essential for users in their decision-making 
processes (Goicoechea et al., 2021; Tušek & Ježovita, 
2020). By equipping users with adequate knowledge 

about audit procedures, the audit expectation gap can be 
effectively narrowed. 

Furthermore, the inclusion of information about the conduct 
of the audit indirectly reinforces auditors' adherence to 
established auditing standards, thereby exerting pressure 
on them to maintain the integrity of the audit process. 
Standard setters and regulatory bodies also stand to gain 
from such disclosures, as they help identify critical 
deficiencies and propose solutions to bridge these gaps. 

Proposition 6: Inclusion of information on the 
conduct of audit can help in narrowing the 
performance gap as auditors will have to provide a 
more transparent account of procedures performed, 
and this will also give more clarity to the users and 
standard setter on the performance of the audit and if 
any improvements are required in terms of auditing 
standards and guidance. 

4.2.7 Understandability and readability 

Despite the auditor’s report providing the necessary 
information to its users, its value diminishes significantly if 
the users are unable to comprehend its content and derive 
meaningful insights from the information provided (Bédard 
et al., 2014). The qualitative facets of readability, 
encompassing the linguistic complexity, sentence 
structure, and the length and number of words, can 
significantly affect users’ understanding of the information 
conveyed. Conversely, it is essential to balance the 
quantitative dimensions of the information to prevent 
shareholders from being inundated with excessive data, 
necessitating the filtration of irrelevant information. 

Research has indicated that current formats of auditor’s 
reports exhibit deficiencies in terms of readability. 
Expanded auditor’s reports are often perceived as 
challenging to comprehend, rendering them ineffective in 
addressing the audit expectation gap (Segal, 2019). While 
considerations of information overload and readability are 
imperative, they should not constitute the sole focus of 
attention. Consequently, standard setters must judiciously 
balance these elements while developing templates and 
content for auditor’s reports. 

The enhancement of readability in auditor’s reports is 
paramount, as a lack thereof impedes the reports' ability 
to fulfil their intended purpose (Mohammadzadeh 
Moghadam, Salehi, & Hajiha, 2025). The constructs of 
sentence length and word choice in auditor’s reports do 
not appear to satisfy established readability standards, 
thereby rendering the documents challenging for users to 
read and comprehend (Fakhfakh, 2016). 
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Proposition 7: The understandability and readability 
of auditor’s reports represent critical overarching 
elements that influence all three components of the 
audit expectation gap.  

5.  Contribution to theory, 

literature, and practice 

Auditor reports play a significant role in reducing the audit 
expectation gap. Despite this, there has been a lack of 
research on how the contents and characteristics of 
auditor’s reports affect the audit expectation gap. This 
study aims to fill this void by investigating existing 
literature on audit expectation gap and auditor’s reports 
and creating models that provide a comprehensive 
understanding of the factors contributing to the audit 
expectation gap, the components that constitute it, and the 
impact of different elements and key characteristics of 
auditor reports on the audit expectation gap. 

The findings of this study and the model we have 
developed will be helpful for the standard setters, 
regulators, and researchers interested in better 
understanding the audit expectation gap and finding ways 
to address it. The component-based models developed in 
this study can also serve as a practical tool for conducting 
further studies to understand better and refine the model. 
Ultimately, the results of this research can be utilised to 
guide the development of future standards, guidance and 
templates for audit reporting. By doing so, the study has 
the potential to contribute significantly enhances the 
quality of auditing practices and ensures the reliability of 
audit reports. 

6.  Conclusion, limitations & future 

scope 

6.1 Conclusion 

The findings of this study suggest that an auditor’s report 
serves as an effective instrument for bridging the audit 
expectation gap. The findings indicate that the auditor’s 
report not only impacts the knowledge gap but also 
indirectly affects the performance and evolution gaps. A 
review of existing literature provides a robust foundation 
for ACCA’s component-based audit expectation gap 
model. 

The model developed from the literature on the audit 
expectation gap offers critical insights into the factors 
influencing its components and contributes to a 
comprehensive understanding of these factors. 

The findings underscore that specific components and 
characteristics of auditor’s reports affect particular 
components of the audit expectation, thus providing 
substantial support for regulators and standard-setters in 
formulating standards and guidelines that address each 
aspect of the audit expectation gap. This study lays a 
strong groundwork for regulators to contemplate more 
detailed reporting by auditors, potentially aiding in the 
reduction of the audit expectation gap. 

The model presented in Figure no. 3 elucidates the 
interplay between components and characteristics of the 
auditor’s report and the audit expectation gap. 

6.2. Limitations and Future Scope 

It is important to acknowledge certain limitations in this 
study. Given the extensive research surrounding the audit 
expectation gap and auditors' reports, ensuring 
completeness presents a practical challenge. Additionally, 
due to the study's specific focus, we were limited to 
selecting only those existing studies pertinent to 
connecting the two research areas.  

The Audit Expectation Gap varies among different 
stakeholder groups and is impacted by the audience of 
auditors' reports. For example, public sector reports often 
reach a broader audience, suggesting that the model's 
relevance may differ in practical settings among these 
demographics. Since this study relies solely on a literature 
review, it does not consider the feasibility of real-world 
application. It requires assessment in actual contexts to 
determine its effectiveness across various groups. 

To ensure robustness, the findings of this study should be 
further studied in a practical and real-life setting using a 
quantitative approach. This would help solidify the findings 
and gain more clarity on the significance and impact of 
key contents and characteristics of the auditor's report on 
the audit expectation gap in different country settings and 
users. 

It is essential to recognise that this study is based on 
existing literature. As the environment evolves, the factors 
influencing the audit expectation gap and their level of 
impact are likely to change over time and across various 
jurisdictions.  
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Figure no. 3. Findings of this study 

Source: author’s projection 

 

Therefore, the model developed from the findings of this 
study may need adjustments before any further research 
is undertaken. 

Analysing the model within practical settings might present 
potential challenges, particularly when its relevance is 
evaluated in a specific manner. Therefore, it is advisable 
to assess the model across different stakeholder groups in 
varied contexts, including audit reports of both for-profit 
organisations and non-profit entities.  

Subsequent research could enhance the model by 
investigating frameworks derived from other component-
based models related to audit expectation gaps. 
Alternatively, a mixed-methods approach may be 
employed to investigate how the essential content and 
characteristics of audit reports influence the elements of 
the audit expectation gap. Furthermore, given the intrinsic 
complexity of public sector audits and their vital 
importance in the auditing profession, it is essential to 
evaluate the model from a public sector viewpoint. 

Contents and characteristics of  

auditor’s report  

   Audit Expectation Gap 

IR: Information on Auditor's and 

Management's responsibilities  

helps in bridging the 

"Knowledge gap" - The difference between 

what the public thinks auditors do and what 

do auditors do? 

Knowledge gap 

  
CA: Clarity on the level of 

assurance and opinion 

expressed 

helps in bridging the 

Knowledge gap 
 

 
AO: Auditors Independence helps in bridging the 

Knowledge gap 
 

 

"Performance gap" - Where auditors do not 

do what auditing standards or 

regulations require 

IC: Key findings from internal 

control assessment 

helps in bridging the 

Performance gap (but information overload 

should be avoided) 
 

 
AF: Key audit findings could help in bridging the 

Performance gap (if the information is easy to 

understand and crisp) 
 

 
IV: Information value- 

Informativeness 

helps in bridging the 

"Evolution gap"- Areas of the audit where 

there is a need for evolution, 

Performance and evolution gap 
 

 
CA: Information on the conduct 

of the audit 

could help in bridging the 

Performance and evolution gap (if the 

information is easy to understand and crisp) 
 

 
UR: Understandability and 

readability 

Impacts 

all three elements of the audit expectation gap 
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