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Abstract: The inclusion of Key audit matters section in the new independent 
auditor’s report aimed to improve the auditor's communication and increase the 
relevance of the audit of financial statements. Key audit matters differs from one 
company to another depending on several factors, such as its size, the field of 
activity, as well as the professional reasoning of the auditor. The objective of the 
paper is the analysis of key audit matters in financial services companies in order to 
highlight the most common matters reported. To achieve the proposed objective, the 
qualitative research method was used by analyzing the content of the information 
published by companies in the independent auditor’s report and individual financial 
statements. The sample consisted of 12 financial services companies listed on the 
main market at Bucharest Stock Exchange for the period 2016 to 2019. The data 
were collected manually from the reports published by them. The sample is divided 
into two categories; banks and other financial services companies, which apply 
accounting regulations specific to each field of activity. With the exception of one 
company, all were included in the premium trading category. The variables analyzed 
were: the number of key audit matters identified by the auditors, the size of the 
auditors, the opinion issued, the audit fees to operating income ratio, the 
auditors’rotation, the preparation of consolidated financial statements and the 
profitability of companies. The average number of key audit matters was 1.67, being 
higher in the case of banks where the most common matter identified were the 
Depreciation of loans and advance to customers, than in the case of other financial 
services companies where the Valuation of financial assets had the largest share. It 
was found that there were matters common to both categories of companies 
Litigation provisions and Business combinations. No close correlations were 
identified between the variables, which means that the reporting of key audit matters 
is not greatly influenced by the variables analyzed. The differences between the key 
audit matters identified by the auditor are more influenced by the characteristics of 
the companies such as the field of the activity and profitabilty, and less by the 
characteristics of the auditor. 

Keywords: Key audit matters; auditor’s report; financial services; banks; financial 
statements. 
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1. Introduction  
 
The independent auditor's report is an important document for the company, as it 
contains information necessary for users to make the decision to invest in company 
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(Hategan et., 2015). Starting with 2016, International Standard on Auditing (ISA) 701 
(new), Communicating key audit matters in the independent auditor's report 
developed by the The International Auditing and Assurance Standards Board 
(IAASB, 2015), has been implemented for all listed companies. The new standard 
was necessary because users requested an auditor's report with more information 
about the audited companies. These changes to the audit report allow auditors to 
improve transparency in areas that require significant auditor attention, potential 
company risks, and how they have been managed. 
Pinto and Morais (2019) analyzed the factors that influence the number of key audit 
matters (KAMs) that auditors reported for listed companies in major European 
countries and found that business complexity and audit fees lead to the disclosure 
of more KAMs. Other conclusion of their research was that the number of disclosed 
KAMs in banks is lower than in companies in other sectors, the explanation being 
determined by the fact that financial institutions operated in a highly regulated and 
supervised industry, which could reduce the need to disclose KAM's. 
In this context the objective of the paper is the analysis of (KAMs) in financial 
services companies in order to highlight the most common matters reported. The 
sample includes 12 companies listed on the Bucharest Stock Exchange (BVB) in the 
financial services sector, and the data were analyzed qualitatively based on the 
information presented in the annual financial statements and in the independent 
auditors' reports for the period 2016-2019. 
The paper presents an analysis of the available data on the reporting of KAMs by 
Romanian listed financial services companies, from a perspective oriented to the 
need and importance of KAMs identified by auditors, which should allow users to 
understand how which have been addressed by the auditor, which will make the 
report tailored to the specifics of the company. 
The second section of the paper contains a a synthesis of the relevant literature on 
KAMs, followed by a third section describing the research methodology. The fourth 
section presents the results of the study, and the paper is finalized with the 
conclusions, limits and future directions of research. 
 
2. Literature review 
 
In research on the audit of financial statements the topic of KAMs is a relatively new 
topic given that currently there is only a history of reports for the last four years. 
However, there is already a fairly rich and relevant literature that discusses this 
issue, with studies being conducted by large audit firms and scientific articles 
published in academia. The implementation of the new ISA 701 required auditors to 
prepare the new report in the required format and provide relevant additional 
information that would provide greater transparency to users of the financial 
statements. (Bedard et al., 2016). The number and subject of KAMs identified by 
the auditor draws the attention of users which may lead to a decrease in attention 
to other items that are not described in the auditors' report (Sirois et al., 2018). 
Masdor and Shamsuddin (2018) investigated whether there was an impact of KAMs 
disclosure on investor reaction and audit quality, in several developed countries and 
made a ranking of KAMs frequency identified by auditors, with Valuation of Property 



 
 
 

University of Oradea, Faculty of Economic Sciences 
Oradea University Publishing House, Oradea, Romania 

 

 

 
The Annals of the University of Oradea. Economic Sciences 

Tom XXIX 2020, Issue 2 (December 2020) 
ISSN 1222-569X, eISSN 1582-5450  

170 

and Impairment of Goodwill and Intangible Assets. The conclusion of their study 
was that for the beginning the inclusion of KAMs did not bring any impact to 
investors and did not lead to a higher quality of audit, there being a gap between 
auditors and investors. 
Gold and Heilmann (2019) conducted a study of academic research papers that 
examined the effect of KAMs disclosures in the auditor's report and identified that 
these effects were correlated with investor behaviour and capital market reaction, 
with the auditors' responses, the auditor's liability and the responsiveness of the 
audited companies. The findings of their study show that the disclosure of KAMs is 
a positive aspect to draw attention to users of financial statements, but can also 
have negative influences by increasing audit costs and audit delays. 
Moroney et al. (2020) conducted a study on the investors evaluation of KAMs 
included in the auditors' report and found that they considered the audit to be more 
credible only when it was performed by the audit firm included in the Non-Big4 
category and from research of Sirois et al. (2018), it turned out that the inclusion of 
KAM diverts investors' attention from the essential paragraphs of the audit report. 
The research done by Lennox et al. (2019) showed that almost three quarters of the 
number of KAMs presented in a report are maintained in the next year which is an 
important aspect that influences investors in decision making.Another study 
conducted by Altawalbeh and Alhajaya (2019) on the case of 128 companies listed 
on the Amman Stock Exchange by manually analyzing the content of auditors' 
reports in 2017 showed the obligation to disclose KAMs had informational value for 
investors. 
Loew and Mollenhauer (2019) investigated auditors' reports for 2017 on a sample 
of 90 European banks to identify the factors that cause auditors to report certain 
KAM and the number of KAMs reported, if they differ between audit firms. The 
results obtained showed that the specific factors of the individual banks influence 
the number and topic of KAMs, but the number of KAMs reported does not differ 
between auditors. Trpeska et al. (2017) investigated bank employees lending to 
corporate clients in Macedonia about their views on the new audit report and found 
that information on KAMs, business continuity and fraud risk assessment 
procedures contributes to the decision to granting loans. 
KAMs included in the auditors' reports issued for the Romanian companies listed on 
BVB were also studied, so Fulop (2018) analyzed the good practices, and Grosu et 
al. (2020) found that they lead to an increase in the quality of the audit. Also, Batae 
(2019) found that in the case of the main Romanian banks the KAMs number did 
not change from one year to another. 
 
3. Methodology 
 
To achieve the proposed objective, the qualitative research method was used by 
analyzing the content of the information published by companies in the independent 
auditor’s report and individual financial statements. The sample consisted of 12 
financial services companies listed on the main market at Bucharest Stock 
Exchange for the period 2016 to 2019, grouped into two categories banks and other 
financial services companies (OFSC). The data were collected manually from the 
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reports published by them. In the first stage, the auditors' reports issued to the 
individual and consolidated financial statements were identified to determine which 
of them will be analyzed in the next stage. 
In the second stage, the KAMs presented for the chosen sample were identified, 
after which they were analyzed together with indicators that reflect the 
characteristics of auditors and companies to highlight whether any of the 
characteristics influence the number and subject of KAMs.  
Table 1 presents the companies in the sample in alphabetical order together with 
information on start trading data, transaction category, NACE Code of field of activity 
and accounting regulation. 
 
Table 1: The sample 

Name Code Start 
trading date Category NACE 

Code 
Accounting 
Regulations 

BANCA 
TRANSILVANIA TLV 15.10.1997 Premium 6419 NBR Order 27/2010 

BRD - GROUPE 
SOCIETE 
GENERALE S.A. 

BRD 15.01.2001 Premium 6419 NBR Order 27/2010 

PATRIA BANK S.A. PBK 09.06.2004 Premium 6419 NBR Order 27/2010 
BURSA DE VALORI 
BUCURESTI SA BVB 08.06.2010 Premium 6611 FSA Rule 39/2015 

FONDUL 
PROPRIETATEA FP 25.01.2011 Premium 6430 FSA Rule 39/2015 

SIF BANAT 
CRISANA S.A. SIF 1 01.11.1999 Premium 6499 FSA Rule 39/2015 

SIF MOLDOVA S.A. SIF 2 01.11.1999 Premium 6499 FSA Rule 39/2015 

SIF MUNTENIA S.A. SIF 4 01.11.1999 Premium 6499 FSA Rule 39/2015 

SIF OLTENIA S.A. SIF 5 01.11.1999 Premium 6499 FSA Rule 39/2015 
SIF TRANSILVANIA 
S.A. SIF 3 01.11.1999 Premium 6499 FSA Rule 39/2015 

SSIF BRK 
FINANCIAL GROUP 
SA 

BRK 05.02.2005 Premium 6612 FSA Rule 39/2015 

TRANSILVANIA 
BROKER DE 
ASIGURARE SA 

TBK 02.11.2017 Standard 6622 FSA Rule 36/2015 

Source: Own processing 
 
The sample included three banks which have NACE code 6419 - Other monetary 
intermediation and which have applied accounting regulation, the National Bank of 
Romania (NBR) Order no. 27/2010 for the approval of Accounting Regulations in 
accordance with International Financial Reporting Standards (IFRS), applicable to 
credit institutions. The sample also includes 8 financial investment companies, 
grouped into 4 types of activities according to NACE classification, which have 
applied accounting regulation, the Financial Supervisory Authority (FSA) Rule 
39/2015 for the approval of Accounting Regulations in accordance with IFRS, 
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applicable to entities authorized, regulated and supervised by the FSA of the 
financial instruments and investments sector. An insurance brokerage company 
was also included in the sample, which applied regulations specific to its field of 
activity, FSA Rule 36/2015. All companies apply IFRS due to the fact that they are 
included in the category public interest entities (PIEs).  
Table 1 shows that Banca Transilvania has the longest listing period on the stock 
exchange, and Transilvania Insurance Broker, the shortest period. Also, almost all 
the companies included in the sample were included in the premium trading 
category except for the last listed one (TBK). 
 
4. Results 
 
In order to identify the KAMs mentioned by the auditors in the issued reports, an 
analysis of the financial statements published by the companies was performed, ie 
whether they published only individual financial statements (IFS) or consolidated 
financial statements (CFS). The results of this analysis are presented in Table 2. 
 
Table 2: Presentation of the consolidates financial statements (CFS) 

No Code CFS Observation regarding 
CFS 

Observation regarding 
KAMs  in auditor report for 

CFS 

1 TLV Yes The CFS were presented 
together with IFS  

The auditor  issued a single 
report for both IFS and CFS 

2 BRD Yes The CFS were presented 
together with IFS 

The auditor  issued a single 
report for both IFS and CFS 

3 PBK Yes The CFS were presented 
together with IFS 

The auditor  issued a single 
report for both IFS and CFS 

4 BVB Yes The CFS were presented 
separated from IFS 

In 2018 and 2019 KAM are 
presented only in SFC.The 
auditor identified more KAM in 
report related CFS than in IFS 

5 FP No Apllyed the exception 
from IFRS 10  

6 SIF 1 Yes The CFS were presented 
separated from IFS 

The auditor identified more 
KAM sin report related CFS 
than in IFS 

7 SIF 2 Yes The CFS were presented 
separated from IFS 

The auditor explained in more 
detalis the KAMs in report 
related CFS than in IFS 

8 SIF4 
Yes until 
2017, No 
from 2018 

Started with 2018, applied 
the exception from IFRS 
10 

For 2016 and 2017 the auditor 
identified more KAMs in report 
related CFS than in IFS 

9 SIF5 Yes The CFS were presented 
separated from IFS 

The auditor identified less KAM 
sin report related CFS than in 
IFS 

10 SIF 3 No Applied the exception 
from IFRS 10  

11 BRK Yes The CFS were presented 
separated from IFS 

The auditor not presented 
KAMs in report related CFS. 
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No Code CFS Observation regarding 
CFS 

Observation regarding 
KAMs  in auditor report for 

CFS 

12 TBK No 
The company does not 
hold shares in other 
companies 

 

Source: Own processing 
 
From Table 2 it results that most companies belong to a group and were required to 
prepare CFS, only three companies did not prepare CFS, of which two (FP and SIF 
3) applied the exception from IFRS 10 Consolidated Financial Statements regarding 
the requirement of consolidation, and a company (TBK) does not belong to a group 
of companies. The banks chose to present the content of IFS and CFS in the same 
report, so that the KAMs identified by the auditors are the same, at the individual and 
consolidated level of the companies' financial statements. For most of other financial 
services companies, the KAMs included in the reports issued by individual auditors 
are not identical to those at the consolidated level. Therefore, three situations were 
found, namely: several KAMs at consolidated level (BVB, SIF1, SIF4), fewer KAMs 
at consolidated level (SIF5) or the presentation of KAMs only in a single report, or at 
consolidated level ( BVB), or at the individual level (BRK). 
Considering the aspects mentioned above in the next stage, the KAMs identified in 
the reports issued by the auditors only related to IFS were analyzed, in order to have 
a better comparability. 
Table 3 shows the KAMs identified, by their number, by the two groups of companies 
and by their categories in which the KAMs were synthesized according to their 
subject, in order to ensure greater clarity of the analysis. 
 
Table 3: KAMs identified in auditor’s reports 

Code Name of KAM Banks OFSC 
KAM1 Impairment of loans and advances to customers 12  
KAM 2 Litigation provisons 7 4 

KAM 3 Information Technology (IT) systems relevant for 
financial reporting 4  

KAM 4 Recoverability of deferred tax assets 3  

KAM 5 Liability for non-controlling shareholders’ 
redemption rights 2  

KAM 6 Tax treatment 2  
KAM 7 Business combination 2 1 
KAM 8 Going concern 1  
KAM 9 Valuation of financial assets  38 

KAM 10 Own company assets separation form the 
client’s assets  2 

KAM 11 Share capital presentation  1 
KAM 12 Initial balances  1 
 Total 33 47 
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Code Name of KAM Banks OFSC 
 Number of companies 3 9 
 Average of KAM/ company/ year 2.75 1.31 

Source: Own processing 
 
Table 3 shows that the average of KAMs was higher in banks (2.75) compared to 
other financial services companies (1.31). This situation can be explained by the fact 
that banks have a greater impact on stakeholders and the volume of auditing 
operations is higher The average number of KAMs at the analyzed banks is slightly 
lower than at European banks, where it was 4.4 in 2017 and 4.2 in 2018 
(Accountancy Europe, 2019). 
At banks, the most widely used KAM was Impairment of loans and advances to 
customers, which the auditors considered to be of the most importance in auditing 
the financial statements, followed by two other equally important issues that 
frequently appear in auditors' reports, Litigation provisons and IT systems. The 
presented ranking is very close to the results of the studies carried out by 
Accountancy Europe in European banking sector for period 2017-2018 where the 
previously mentioned KAMs were identified (Accountancy Europe, 2018). 
In the category of OFSC the highest frequency was the Valuation of financial assets 
which identified under various names: valuation of financial instruments;  valution of 
listed and unlisted financial assets; valuation of equity investments; assessment of 
the receivables. This key was of significant importance because it involved complex 
judgments of these assets with the largest share in total assets. 
The KAMs group showed that some matters were common to both categories of 
companies, namely Litigation provisions and Business combinations.  
The highest frequency of the most common KAMs in both groups referred to the 
component with the highest share in the companies' assets, respectively Loans and 
advance to customers and Financial assets obtained as a result of the activity carried 
out. This high frequency is due to the fact that they do not change from one period 
to another. Therefore, it can be stated that the object of activity is the main factor 
that determines the identification of KAMs. 
In order to describe the links between the identified KAMs and the characteristics of 
the companies, several indicators were studied that reflect the activity of the auditors 
and information about the financial statements of the companies and their 
profitability. Based on previous research, indicators have been identified which 
reflects the activity of auditors, such as the size of the auditor (Levanti, 2019), the 
auditor's opinion (Danescu and Spatacean, 2018; Istrate et al., 2020), the ratio 
between audit fees and operating income, and the rotation of auditors. The 
description of the variables is presented in Table 4. 
 
Table 4: Description of variables 

Variable Code Description 
Number of identified KAM KAM From 0 to 4 

Auditors Size  S 1 – BIG4 
0 – Non BIG4 

Auditor opinion  O 1 – Unmodified opinion 
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Variable Code Description 
0 – Modified opinion 

Audit fees to operation income ratio F 1 – If ratio increase 
0 – If ratio decrease 

Auditor rotation R 1 – Same auditor  
0 – New auditor 

CFS C 1 – Yes 
0 – No 

Profitabiliy of the companies P 1 – Profit 
0 – Losses 

Source: Own processing 
 
The number of KAMs identified in an auditors' report ranged from 0 to 4. Thus, in 3 
reports (6.25%) no KAM was mentioned, and in 22 reports (45.83%) only one KAM 
was included. In 12 reports (25%) 2 KAMs were identified, and in 10 reports (20.83%) 
3 KAMs were mentioned. A single report (2.08%) issued by auditors contained 4 
KAMs. Reports that presented 3 or 4 KAMs were mostly issued by banks auditors. 
The statistical description of the analyzed indicators is presented in table 5. 
 
Table 5: Descriptive statistics 

Variables No.obs Average Standard 
error 

Standard 
deviation 

KAM 48 1.6667 0.1375 0.9528 
S 48 0.7292 0.0648 0.4491 
O 48 0.9167 0.0403 0.2793 
F 40 0.6000 0.0784 0.4961 
R 48 0.7500 0.0632 0.4376 
C 48 0.7083 0.0663 0.4593 
P 48 0.8542 0.0515 0.3567 

Source: Own computation 
 
The average number of KAMs identified was 1.67, which shows that in more than 
half of the number of auditors' reports, more than one KAM was presented. 
Regarding the size of the auditor, it can be seen that 72.92% of the auditors belonged 
to category BIG4. From the study of the issued reports this situation has no 
influences on the identified KAMs nor on the expressed opinion. 
The auditor's opinion on the financial statements is the main purpose of the report, 
so that the study showed that 91.67% of the opinions expressed were unmodified, 
which shows that the financial statements were in accordance with the rules, 
standards and provisions by which they were defined. and met the criterion of 
sincerity, expressing a true, clear and complete image of the financial statements. 
The modified opinion had a frequency of occurrence of 8.33%, being identified 4 
audit reports with qualified opinion, these being based on reasons such as possible 
impairment of the fair value of the participation in subsidiary and the degree of 
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comparability of the financial information for the current period with the 
corresponding financial information for the previous year. 
The audit fees to operating income ratio of the companies could be calculated only 
for 10 companies, in 2 companies no public data were found on the size of fees, so 
the share of 60% increase in the indicator refers to only 10 companies. The weight 
increase factors are due to higher audit fees or declining operating income, the 
situation being different from one company to another. 
Regarding the auditors’ rotation, it was found that in the case of 75% of the number 
of reports were issued by auditors in previous years, so we can appreciate that there 
was a stability of them from one period to another. In the first year in which the 
auditor was changed, the number of key issues identified changed to increase or 
decrease, but this change was not mainly due to the auditor, but to the company's 
activity that year. 
The consolidated financial statements prepared by the companies had a weight of 
70.83%, the reasons being previously presented in Table 2. Most of the analyzed 
companies obtained profit, in a proportion of 85.42%, only in one situation the loss 
obtained led the auditor when identifying KAM about going concern. 
 
5. Conclusions 
 
In the process of identifying KAMs, the auditor relies on his professional reasoning 
and seeks to select those aspects that are most important in the audit of financial 
statements and will analyze them through various procedures and describe them in 
the report. KAM's communication has positive implications for the public by 
increasing its confidence in the value and relevance of financial auditing. 
The objective of the paper was to highlight which are the main KAMs identified in 
companies from the financial services sector and to analyze their relationship with 
the characteristics of auditors and audited companies, in order to identified whether 
there are differences from other sectors of activities. 
The results showed that, at banks the auditors identified more KAMs than the other 
financial services companies, the banks being companies that have complex 
auditing activities. The main categories of KAMs identified were Impairment of loans 
and advance to customers for banks and Valuation of financial assets for other 
financial services companies. There were also joint KAMs between the two 
categories of companies, namely Litigation provisions and Business combination. 
From the analysis performed, a close correlation could not be identified between the 
number and types of KAMs reported and the characteristics of auditors and 
companies. Thus, the size of the auditor, the change in the audit opinion, the ratio 
audit fees to operating income ratio and the auditors’ rotation did not directly 
influence the identified KAMs. The change of KAMs from one period to another was 
mainly due to changes in the company's activity presented in the annual financial 
statements. The main conclusion resulting from the study is that the types of the 
KAMs reported by the auditors depends more on the company's field of activity than 
on other internal or external factors in according with research of Loew and 
Mollenhauer (2019). 
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The paper can be a reference for researchers in the field of accounting and financial 
auditing, for company management to understand the need to include KAMs in 
auditors' reports and their effects on users of financial statements. 
The limits of the research consist in the following small sample, relatively short 
analysis period, manual data collection. The research can be continued by 
expanding the sample nationally and internationally, as well as by analyzing other 
variables that could influence the number and types of KAMs reported by auditors. 
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