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Highlights

* Identifying six determinants of linguistic features in key audit matters: organizational,
environmental, technological, subject complexity, auditor characteristics, and stakeholder
expectations.

* Audit report language is not neutral but dynamic, affecting transparency and stakeholder
decision-making.

* Providing a localized paradigm model to improve audit reporting quality in Iran.

Abstract:

Linguistic features in audit reports play a role in the accurate and transparent transmission
of financial information to various stakeholders and directly affect stakeholders' understanding,
interpretation, and decision-making. The fundamental determinants of linguistic features when
facing key and complex audit matters have not been deeply investigated. This research was
conducted with the aim of examining this issue using the qualitative method of "grounded theory."
Data were collected through semi-structured interviews. Data analysis was performed using
software, and its validity and reliability were confirmed. The findings led to the identification
of six factors: organizational and managerial (culture and leadership style), environmental and
legal (standards and regulatory requirements), technological (artificial intelligence), inherent
characteristics of the key audit matter (complexity), individual auditor characteristics (expertise
and experience), and finally, diverse stakeholder expectations. These factors delineate dynamic
relationships as causal, contextual, intervening, strategies, and consequences conditions. The
research method was grounded theory and was conducted in the year 1404 (AH). Data were
collected through interviews with 30 experts in the audit profession, including independent
auditors, internal audit managers, audit committee members, and university professors. The
statistical population of this study consisted of professionals with at least 10 years of experience
in the audit profession and a master's degree or higher in the field of accounting and auditing. The
results showed that language in audit reports is not merely a neutral tool, but rather dynamic and
influential, capable of affecting social cohesion among stakeholders and the quality of decision-
making. By providing a comprehensive theoretical framework, this research offers a basis for
auditors to improve the transparency and effectiveness of reports, and suggests directions for
future research.
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Extended Abstract

1. Introduction and objective

Linguistic features in audit reports play a crucial role in the accurate and transparent
communication of financial information to various stakeholders, directly affecting their
understanding, interpretation, and decision-making. However, the fundamental determinants
of these linguistic features—especially when dealing with key and complex audit matters—
have not been deeply investigated, particularly in developing contexts such as Iran. While
international $tudies (e.g., Kiister, 2024; Liu, 2024; Lotfi, 2026) have examined key audit
matters (KAMs) in advanced institutional settings with formal reporting standards, Iran lacks
any codified set of KAMs. Moreover, the specific economic sanctions, conservative reporting
culture, and diverse stakeholder literacy levels in Iran make the direct application of foreign
models problematic.

The main objective of this research is to identify and analyze the determinants of linguistic
features in key audit matters and to present a comprehensive paradigm model using grounded
theory. The study seeks to answer: What is the model of factors determining linguistic features
in key audit matters? By developing a localized framework, this research aims to enhance audit
report transparency, accuracy, and decision-usefulness for Iranian stakeholders, and to provide
a basis for national standard-setting and auditor training.

2. Materials and methods

This developmental and exploratory research employed a qualitative grounded theory
approach. The statistical population consisted of experts, managers, consultants, and scholars
in the audit profession. Using purposive and snowball sampling, semi-structured interviews
were conducted with 30 experts (22 men, 8 women) including independent auditors, internal
audit managers, audit committee members, and university professors. All participants had at
least 10 years of audit experience and a master’s degree or higher in accounting or auditing.
Theoretical saturation was achieved after 27 interviews, but three additional interviews were
conducted to ensure reliability.

Simultaneously, a questionnaire was distributed electronically and in person to 219 accessible
professionals, yielding 140 valid responses (Cochran’s formula, 95% confidence level, 5%
error margin). The coding process involved six steps: data immersion, extraction of initial
codes, macro-level analysis, network drawing and refinement, final network stabilization,
and final report compilation. Validity was ensured through participant review and expert
triangulation. Reliability was achieved by systematic documentation, same-day transcription,
and inductive categorization. Data analysis was performed using MAXQDA for qualitative data
and SmartPLS for quantitative validation.

3. Results and discussion

The analysis led to the identification of six main categories of determinants of linguistic
features in key audit matters: (1) organizational and managerial factors (culture, leadership
style, internal policies); (2) environmental and legal factors (auditing laws, standards, regulatory
requirements, political-economic conditions); (3) technological factors (Al, natural language
processing tools); (4) inherent characteristics of the key audit matter (complexity, fraud risk,
asset valuation); (5) auditor characteristics (experience, expertise, training); and (6) stakeholder
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expectations (investors, creditors, regulators). These factors were mapped into a paradigm
model showing causal, contextual, intervening, strategic, and consequential relationships.

Quantitative analysis of the 140 questionnaires confirmed the model’s reliability and validity.
Composite reliability and Cronbach’s alpha values for all constructs exceeded 0.7, and average
variance extracted (AVE) values were above 0.5. The R? values ranged from 0.667 to 0.752,
indicating strong explanatory power. The strongest path coefficients were observed for conflict
of interest and independence (0.627), political and economic considerations (0.618), time and
resource constraints (0.518), and technology (0.513). All t-values were significant at p < 0.001.

Key findings include:

* Auditors facing conflicts of interest or external pressures tend to use more cautious,
legalistic, and less transparent language.

* Political-economic instability (e.g., sanctions) leads to a “linguistic conservatism reaction”
with vaguer wording.

* Time pressure reduces precision and clarity, especially for complex topics.

* Technology has a dual effect: Al enables more analytical language but requires training and
adaptation.

* Cultural and linguistic differences, as well as audience literacy levels, push auditors toward
simplified, explanatory language.

* Organizational culture and management style drive reporting toward either transparency or
conservatism.

These results align with Kiister (2024) on the role of firm and client characteristics, but
extend the literature by incorporating contextual factors such as sanctions and resource limits.
Unlike De Souza et al. (2019), who viewed complexity primarily as an obfuscation tool, this
study finds that complexity often arises from inherent subject difficulty or time constraints, not
deceptive intent.

4. Conclusion and suggestions

This research concludes that language in audit reports is not a neutral tool but a dynamic,
multidimensional, and context-dependent communication bridge. The quality of linguistic
features significantly affects stakeholder trust, social cohesion, and financial decision-making.
The proposed model provides a comprehensive theoretical framework tailored to the Iranian
context, filling a gap in the literature on KAMs in emerging economies.

Practical suggestions:

* For audit firms and independent auditors: Develop a “conditional language guideline” for
conflict-of-interest situations (e.g., using standardized cautious phrasing). Create a “sanctions
and currency fluctuation checklist” to report asset valuation under unofficial exchange rates
without vagueness.

* For standard-setters (Audit Organization, IACPA): Redefine reporting deadlines for highly
complex topics (e.g., digital assets, intangible valuation) by adding 15 extra days to allow for
precise technical language.

* For educational institutions: Add a graduate-level course on “Natural Language Processing
in Audit Report Writing” covering sentiment analysis (FINBERT), conditional sentence



Journal of
L Professional Auditing Research 5
u,:,ylwo\vy?:“ Summer 2026, V.6, No 23 pp 76-107 e

detection, and quantitative density measurement.

* For future research: Empirically test the moderating role of economic sanctions on auditor
independence—language caution relationship, and the effect of audit firm size on time-pressure—
readability link.
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