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Abstract: This paper aimed to analyze the effect of Key Audit Matters disclosure on Audit Report Lag in Turkey
and the relationship between Audit Report Lag and some auditor and firm characteristics. SPSS 28
program was used to test the hypotheses by applying the dependent and independent t-tests, ANOVA
method and the Kruskal Wallis Test. The addition of the Key Audit Matters section in the audit report
in order to strengthen the communication of the auditor via audit reports is considered one of the
important regulations made in recent years. In order to understand the impact of Key Audit Matter
reporting on Turkish companies, the results of the 2016 and 2017 financial statements of the
companies other than the financial companies in BIST 100 were compared. This comparison revealed
that the inclusion of Key Audit Matters in audit reports does not affect audit report lag. In the study,
some variables including Key Audit Matters were examined for the purpose of identifying the
determinants of audit report lag. Results, which are consistent with some literature, showed that ROA
had a significant negative influence on audit report lag. No significant relationship was found between

audit report lag and other variables including size, auditor firm, and auditor gender.
Keywords: Key Audit Matters (KAM), audit report lag (ARL), audit report, ordinary least squares (OLS)

Kilit Denetim Konularinin Denetim Raporu Gecikmesine Etkisi ve Denetim
Raporu Gecikmesinin Belirleyicileri: Tiirkiye Kanzit:

Atif: Sakin, T. ve Kuzu Yildinm, S. (2022). Kilit denetim konularinin denetim raporu gecikmesine etkisi ve
denetim raporu gecikmesinin belirleyicileri: Tturkiye kaniti. Hitit Sosyal Bilimler Dergisi, 15(2), 549-566.
doi: 10.17218/hititsbd.1168160

Ozet: Bu calisma, Kilit Denetim Konularinin Ttirkiye'deki Denetim Raporu Gecikmesi tizerindeki etkisini ve
Denetim Raporu Gecikmesi ile bazi denetci ve firma oOzellikleri arasindaki iliskiyi analiz etmeyi
amagclamistir. Bagimli ve bagimsiz t-testleri, ANOVA yoéntemi ve Kruskal Wallis Testi uygulanarak
hipotezlerin test edilmesinde SPSS 28 programi kullanilmigtir. Denetim raporlar: araciligiyla denetci
iletisimini gliclendirmek amaciyla denetim raporuna Kilit Denetim Konulari b6limutintin eklenmesi son
yillarda yapilan 6nemli diizenlemelerden biri olarak kabul edilmektedir. Kilit Denetim Konular
raporlamasinin Turk sirketleri tizerindeki etkisini anlamak icin BIST 100'de yer alan finansal sirketler
disindaki sirketlerin 2016 ve 2017 mali tablo sonuclar karsilastinnlmistir. Bu karsilastirma, Kilit
Denetim Konularinin denetim raporlarina dahil edilmesinin denetim raporu gecikmesini etkilemedigini
ortaya koydu. Calismada, denetim raporu gecikmesinin belirleyicilerinin belirlenmesi amaciyla Kilit

Denetim Konusu da dahil olmak Ulizere bazi degiskenler incelenmistir. Baz: literattrle tutarli olan
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sonuclar, ROA'nin denetim raporu gecikmesi Uzerinde o6nemli bir olumsuz etkisi oldugunu
gbstermistir. Denetim raporu gecikmesi ile buyutkliuk, denetci firma ve denetgi cinsiyeti gibi diger

degiskenler arasinda anlaml bir iligki bulunamada.

Anahtar Kelimeler: Kilit denetim konulari (KAM), denetim raporu gecikmesi (ARL), denetim raporu, olagan en
kiictik kareler (OLS)

1. INTRODUCTION

International Accounting Standards Board (IASB) defines the objective of financial reporting in
the conceptual framework as to provide financial information which is useful to both current and
potential financial statement users in their decision making. Financial statement users demand
reliability and timeliness from useful information. The audit function plays a significant role in

providing reliability for financial information.

Although the independent audit increases the reliability of the financial information, it should
convince the financial statement users that the reliability of the financial statement has been
increased. The accounting scandals, especially the ones that occurred at the beginning of the
millennium, deteriorated the perception of the users on audits’ reliability providing function.
These scandals increased the belief that auditors failed in their assurance role (Olojede et al.
2020, p.1).

After the accounting scandals, which diminished public trust, various national and international
regulations have been made in order to restore the trust in the auditing profession and to increase
the efficiency of the audit process. These regulations put some significant improvements and
modifications into effect especially for public oversight and auditor independence. Although these
regulations resulted in an increase in audit quality (Defond and Lennox, 2011, p.37), the
expectation gap of financial statement users continued. Substantial amount of expectation gap
problems is related with the auditing process; however, the audit report has also been one of the
issues in expectation gap arguments. Some of these arguments were centred on the format of the
audit report (Vanstraelen et al., 2012, p.197). Recent studies on expectation gap revealed the
users’ demand on more information in audit reports. (Asare and Wright, 2012, p.212).

Audit reports and their content has been a key issue for the auditors. The only physical tool that
provides the basic communication of auditors with users of financial statements regarding the
audit process and audit opinion is the audit report. An audit report summarizes the audit process
and responsibilities and states an opinion whether financial statements are fairly presented. The
accounting profession accepted a uniform language in order to better communicate the auditing
process, responsibilities of the parties, and opinion. There are empirical studies showing that
audit reports are important for financial statement users and that reports can cause significant
capital market reactions.(Ittonen, 2012, pp.11-13, Ianniello and Galloppo, 2015, p.625)

Although the content of the audit reports changed over the years from the first standardized audit
report in the 1940’s (Weirich and Reinstein, 2014, p.24) to modern times, the use of standardized
language continued. However, there were some arguments on the standardized format. There is
evidence that auditors and users have different perceptions on the meaning and content of the
message in the audit reports (Cieselski and Weirich, 2012; Schelluch and Gay, 2006; Asare and
Wright, 2012). Additionally, not disclosing the issues that involve critical evaluation during the
audit with the current standard audit report will cause information asymmetry problems to
increase (Vanstraelen, et al., 2012, p.207). Various academicians and institutions have argued

550  Hitit Sosyal Bilimler Dergisi, Y1l 15, Say1 2, 2022


https://www.emerald.com/insight/search?q=Giuseppe%20Galloppo

The Effect of Key Audit Matters on Audit Report Lag and Determinants of the Audit Report Lag:
Turkish Evidence

that with extended audit reporting, auditors be able to communicate a higher information value
to the users. (Cordos and Fulopa, 2015, p.129)

Increasing the communication value of the audit report has always been an important issue. In
this context, various amendments have been made in the content and form of the audit report in
the past. One of these amendments introduced a new concept, key audit matters, in audit reports.
The International Auditing and Assurance Standards Board (IAASB) issued a new International
Standard on Auditing (ISA) in January 2015. The new standard ISA 701-Communication of Key
Audit Matters introduced an addition on audit reporting. ISA 701 required auditors to disclose
significant matters about auditing process and analysis in their audit report. IAASB aimed to
better the communication between auditors and financial statement users with this new audit
report pattern. (Boonyanet and Promsen, 2019, p.159) IAASB also expected an increase in audit
quality with this audit report reform and there is some evidence of a high level of support for audit
report reform among the prominent stakeholders (Prasad and Chand, 2017, p.362).

The major impact of KAM paragraph is adding an unstandardized wording in a mostly
standardized format. This audit report format change is made to address the demands of the audit
report users. Some studies (Christensen et al., 2014) provide evidence on the additional
informational value of KAM paragraphs to audit report users. On the other hand, there are some
studies suggesting that KAMs do not bring an additional informative value (Boonyanet and
Promsen, 2019, p.174; Li, 2017, p.24). Besides, Cade and Hodge (2014, pp.21-22) argued an
information asymmetry increase, which result in a decrease in audit quality, between auditors
and client due to KAM.

ISA 701 requires auditors to determine and disclose KAMs among the significant issues in
financial statement audit. Deciding which KAM to disclose requires professional judgment, and
dependent to auditor and client related factors. Introduction of KAM also may have some effects
on the market, perception of financial statement users and audit process. In a news-driven
society, easiness of capital movements and developments of trading platforms enabled more
investors to participate in investment markets. In this broaden and speedy investment
environment the need for timely audited financial information became more essential. In this
context, understanding the factors affecting the length of the audit process and audit report date
has been an important field of study (Sultana et al., 2015, p.74).

In developing countries audited financial statements are the major source that provides the
investors' need for reliable information (Leventis et al., 2005, p.46). Therefore, one of the most
important expectations of the investors is the timely disclosed financial statements. Previously
some evidence has been found that some regulations (Sarbanes Oxley Act) regulating the auditing
increased the ARL (Krishnan and Yang, 2009, p.284). Understanding the possible effects of
extending audit reports by adding KAM to ARL is important for stakeholders to make grounded

decisions.

Research activities aimed at determining the factors affecting ARL have a history dating back to
the 1970s (Durand, 2019, p.47). Therefore, the effect of many variables on ARL has been the
subject of investigation for many years, and evidence for some company and auditor related
influential variables has been presented in the audit literature. Various studies have been
conducted to determine the variables affecting ARL in Turkey (Turel, 2010; Suadiye, 2019). In

this context, it is aimed to contribute to the literature on ARL and KAM with a developing country
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data with this paper. The basic motivation of this study is to search whether the addition of KAM

increased the audit report lag and analyse some factors, including KAMs, affecting the ARL.

This paper is organized as follows: the next section summarizes the related literature. In the third
section we discuss the methodology and the data. The empirical results presented in the fourth

section, and in the final section we concluded on the findings.
2. LITERATURE REVIEW

The accounting scandals at the beginning of twenty-first century had been created important
debates in auditing. The communication dimension of the audit was also part of these
discussions. The regulations made by the IAASB in 2015 regarding audit reports should also be
considered as one of the main products of this process. A section called Key Audit Matters (KAM)
was added to the audit reports by this regulation. Addition of key audit matters into audit
reporting format was a significant reform made after long arguments. It was a response to the

debates on how to increase the useful value of the information in audit reports.

A claim that the addition of KAMs will lead to new studies and existing literature will be dealt with
a new perspective will not be an inaccurate one. Considering that the first authoritative guidance
on audit report wording was made in 1917 in USA (Carmichael and Winters, 1982, p.1), it can be
assumed that the literature on audit reports is quite old. After the revision in the audit report
wording in 1949, no revision was made regarding the audit report format for a long time
(Carmichael and Winters, 1982, p.l). However, the economic, technological, and financial
transformations that started in the nineties and accelerated in the 2000s affected businesses and
related institutional structures. In this framework new expectations and requests for change have
been expressed for the audit reports. In some studies, related to the audit report, the inadequacy
of the audit reports was stated, and the expanded audit reporting recommendations were made
(Vanstraelen et al., 2012, p.207; Turner et al., 2010, p.2). These discussions have resulted in the
expansion of audit reports. The audit report, which expanded in the 90s (Manson and Zaman,
2001), expanded again in the 2010s in line with the needs and expectations.

The new format of audit report emerged some new studies based on key audit matters. Some
studies interested in whether addition of key audit matters enhanced the information value of
audit report or not (Christensen et al., 2014, Boonyanet and Promsen, 2019, Sirois et al., 2018).
Potential effect of key audit matters on market participants (Bedard et al., 2014, Suttipun, 2020)
and audit quality (Rautiainen et al., 2021, Li et al., 2019) has also been an area of interest by the
researchers. Researchers also searched for the determinants of KAM reporting (Pinto and Morais,
2019, Velte, 2018, Velte 2020) and effect of KAM on audit report lag (Bédard et al., 2019).

Audit standards require the auditor to prepare and present a risk-based audit plan to each client.
Then, although it involves similar processes, the auditor carries out an audit activity specific to
each client. However, as the audit reports that emerged at the end of the audit process contained
a standard format, they did not reflect customer-specific transactions and evaluations. A
significant number of studies have been carried out on what the factors affecting audit reports
are in the accounting literature. Factors affecting the audit report are associated with elements
specific to the auditor or the client business. It would not be unfounded to claim that similar
relations continue to exist in the extended audit reports that emerged with the addition of KAMs.
Naturally, the studies conducted as a result of the inclusion of KAMs in the audit report also took
similar variables into account.
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Big audit firms with their human, financial, and technological resources are assumed to conduct
quality audits. It is accepted that large audit firms can provide more appropriate audit reports
due to their ability to act more independently, as well as their ability to conduct quality audits
(Eshleman and Guo, 2014, p.197). Therefore, there is a literature claiming that there is a
relationship between large audit firms and audit opinion. A similar relationship can be expected

for KAM disclosures made by big and non-big audit firms.

It is assumed that the profitability of the firms is also effective in determining the audit opinion.
The probability of having a modified audit opinion decreases for the profitable companies (Laitinen
and Laitinen, 1998, p.646). In the audit of profitable firms, there could be less matters that the
auditors feel obliged to disclose. Thus, this may lead to fewer KAM disclosures in the audit of
profitable firms compared to the audit of less profitable ones.

There is a significant amount of research about gender effect in accounting and auditing. There
are several studies on the effect of the auditor's gender on the audit report, audit process, and
audit quality (Ittonen et al., 2013, Lee et al., 2019). Hardies et al. (2016) provided evidence that
likelihood of issuing going concern opinions by females are higher compared to male auditors.
There is also a small number of studies about the gender effect on KAM disclosures and content.
Abdelfattah et al. (2020) found some evidence for more KAM disclosures by female auditors.

Firm size is also a variable that affects the scope of audit work. With the growth of the firm, the
proliferation of relationships and transactions can be critical for auditors. Pinto and Morais (2019)
has observed increased number of KAM disclosures by the firms with large business segments.

Timeliness of financial information is described as one of the factors that enhances the usefulness
of the information in the Conceptual Framework for Financial Reporting. Timely financial
reporting may build trust and confidence in governance among the investors, otherwise, delayed
reporting may result in reduced reliability and relevance (Apadore and Mohd Noor, 2013, p.151).
The expectations of users of financial statements and related regulations put pressure on auditors
for timely reporting. Auditors are obliged to complete the audit work and submit audit reports
within the periods specified in the legal legislation. In Turkey, the unconsolidated financial
statements of public companies must be disclosed within 60 days. This period is 70 days for
consolidated statements. Audit report lag can be relatively more important to emerging economies
where investors have fewer options to access reliable financial information. (Leventis et al., 2005,
p-45)

Although they face pressure of timely financial information announcement, auditors are not
always able to adequately respond to these expectations. Due to reasons arising from the client's
business, auditor or other environmental conditions, audit reports may not be submitted in a
timely manner in line with the expectations of financial information users. Those factors (auditor
affiliation, audit opinion, audit tenure, auditor change, corporate governance, profitability,
inherent risks, leverage, etc) affecting audit report lag have been studied in various dimensions
(Habib et al., 2019). With the regulation of the IAASB regarding the audit report in 2015 and the
introduction of the KAM, the effects of the KAMs on the timeliness of the audit reports were added
to the research universe.

The audit report lag has an adverse effect on the information value of the financial statements
(Knechel and Payne, 2001, p.137). Thus, it is important to understand the factors affect the audit
report lag. The potential effects of KAMs on ARL has become an area of interest in audit research.
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We can estimate the effect of KAMs on ARL in two ways. Firstly, we can predict that disclosing
KAMs will not create a significant additional burden to the audit work, since the auditors will
explain the issues, they have already focused and assessed in the audit process. On the other
hand, it can be argued that due to the KAM disclosure obligation, it may lead to a more detailed
examination and evaluation of these issues that the auditors are already concerned about.
Additionally, even if KAMs do not increase the time burden of the audit, it could be thought that
discussions with the client due to the issues to be explained in KAM and their wording may affect
ARL (Reid et al., 2019, p.1506). This situation may lead to an increase in audit work and a
prolongation of the audit period. The literature on this subject, due to the being a relatively new
application, is not extensive yet. Studies on the effect of KAMs on ARL are summarized in Table
1.

Table 1: Summary of KAM and ARL related papers

Publication

Papers Country Year Sample Findings
Kawamqto, ]?antas, Brazil 2021 1.2 2 Reduction in the audit lag (ARL)
and Antiqueira companies
324 firm year L .
Bedard et al. France 2019 f No significant effect on audit lag
observations
601 firm year . .
Baatwah, et al. Oman 2022 f Substantial shortened audit lag
observations
Al-mulla, and New 2022 132 Insignificant increase in audit
Bradbury Zeeland companies delay. Weak result
. United 1,292 firm No significant change in audit
Reid et al. . 2019 year
Kingdom f delay
observations

In some studies, on the effect of KAMs on ARL, no relationship was found between these variables.
(Reid et al., 2019, Bedard et al., 2019). On the other hand, some studies claim that there are
reductions in audit delay after KAM inclusion (Kawamoto, Dantas, and Antiqueira, 2021,
Baatwah, et al., 2022). Al-mulla, and Bradbury (2022, p.144) found an insignificant increase in
audit delay, however, they stated that it was a weak result. Due to the limited number of studies
on this subject and the variability of the factors affecting the audit report lag, the relationship
between KAM and ARL has not been fully explained yet.

3. METHODOLOGY

In this study, the relevant variables from the 2016 and 2017 annual reports of the companies
that subject to the study were collected for analysis. Inclusion of KAM in audit reports in Turkey
has become mandatory for the financial statement audits of the period ending on December 31,
2017. In the first phase of the study, the number of reporting days for 2016 were compared
against 2017 reporting days in order to determine the possible effect of KAMs on the audit report
lag. In the second phase of the study, the relationship between KAMs and some auditor
characteristics with audit report lag was investigated.

For this purpose, parametric and non-parametric tests were applied on the basis of distribution
characteristics of the data. Normal distribution of data is required for parametric tests to be
applied and the groups to be compared should have equal variances. When the assumptions of
normal distribution and equal variances were provided, t-tests were performed for paired group
comparisons, and ANOVA test was used to compare groups of 3 and more. Paired-T test was used
to examine the significance of the difference between the number of audit days of the same
companies in 2016 and 2017. In cases where assumptions were not met, the Wilcoxon test was
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used for pairwise group comparisons, Kruskal Wallis test was used to compare groups of 3 and
more. Kolmogorov-Smirnov (K-S) and Shapiro Wilk (S-W) tests were used in normality tests, and

Levene test in equal variances tests.

In the study, it was also aimed to measure the effect of independent variables on the dependent

variable using a regression model. For this purpose, the following model was formed.

ARL = By + B,Size + B,NPR + B3ROA + f,Gender + fsAFirm + fcKAMNo + f,Cons + e (1)
The Ordinary Least Squares (OLS) method was used in the estimation of Equation 1.

3.1. Sample Selection

For sampling audit of financial statements for the year 2017, when ISA 701 is initially applied in
Turkey, was selected. In order to test the audit lag effect of KAM, the audit days of financial
statements for the year 2016 were compared with the audit days of financial statements for the
year 2017. For the sampling, firms included in the BIST 100 index, which have a relatively
stronger financial structures, were selected. Finance companies, investment trusts and holdings
included in this index are excluded from the sample. Also, companies without comparative data
were excluded from the sample. And a company that received a qualified opinion was excluded
from the sample, as all companies selected except for one received an unqualified audit opinion.

Table 2. Sample composition

# of firms
BIST 100 firms 100
Finance, investment trust, and holding firms -35
Non-comparative data firms -3
Quualified opinion firm -1
Final Sample 61

Sample composition is presented in table 2. The companies selected for the sampling generally
represent companies with relatively strong financial and human resources. Therefore, financial
reporting practices of these companies are considered to be of relatively higher quality. Thus, they
have a relatively stable financial performance. In a case of a significant change in the ARL within

this framework, it will be easier to associate this change with the effect of KAMs.

3.2. Dependent and Independent Variables
This article primarily searches two research questions:

1) Does the KAM reporting negatively affect the audit report lag?
2) How is the relationship between audit report lag and some factors that may affect auditing
process and reporting?

ARL is the dependent variable of this study. ARL represents the number of days between a firm’s
financial year end and audit report date. In Turkey companies usually select 31 December as
their financial year end. All companies in the sample have the same financial year end. Summary

of the other variables and their definitions are given in Table 3.

Hitit Sosyal Bilimler Dergisi, Y1l 15, Say1 2, 2022 555



Turgay SAKIN, Sultan KUZU YILDIRIM

Table 3. Summary of variables and their definitions.

Abbreviation Variables Variable Definitions

ARL Audit Report Lag : Number of days between the firm’s financial year end and
audit report date

KAMNo Number of KAMs : Number of KAMs in the audit report

Size Client Size :  Log of the total assets

ROA Return on Asset :  Income divided by total assets

NPR Profitability :  Income divided by net sales

AFirm Auditor Firm : Audit firms are classified into big 4 (0) and others (1).

Gender Auditor Gender :  Auditors are classified by gender: male (1), female (0)

Cons Consolidation :  Firms with consolidated statements (0) and non-consolidated

statements (1).

In the study, the relationship between audit report lag and some factors selected as explanatory
variables in the timeliness literature was examined. Durand (2019, p.51-53) listed the variables
used in the audit lag literature in a meta-analysis, including 46 studies, regarding determinants
of audit lag. This review exposed that some variables that are used extensively are loss, return on
asset (ROA), leverage, reportable segments, financial industry, qualified opinions, client size, and
audit firm. In our study, consistent with the past literature, the effects of ROA, client size and
audit firm variables on audit lag were examined. Apart from these variables, the effect of the
number of KAMs, auditor gender and consolidated statement presentation on the audit lag was

also examined.

Two different approaches can be considered regarding the relationship between client size and
audit lag. Stronger resources and their potential to establish a competent accounting department
will increase the large firms' likelihood of having a timely audit. On the other hand, another
possibility regarding large firms is, having excessive and complex transactions will increase the
audit time (Apadore and Mohd Noor, 2013, p.160). Our expectation is that firm size will increase
the audit lag.

There is some empirical evidence showing the impact of profitability on ARL. While there are some
results showing that profitable firms have longer audit time (Arifuddin and Usman, 2017, p.364),
there are also some studies supports the shorten audit time due to profitability (Fujianti and
Satria, 2020, p.65). Profitable businesses are more likely to get a positive audit report (Laitinen
and Laitinen, 1998, p.646) We assume that negative circumstances that may affect the audit
process and the preparation time of the audit report may be less common in profitable businesses.

Thus, our expectation is a negative relationship between profitability and ARL.

For sampling audit of financial statements for the year 2017, when ISA 701 is initially applied in
Turkey, was selected. In order to test the audit lag effect of KAM, the audit days of financial
statements for the year 2016 were compared with the audit days of financial statements for the
year 2017. For the sampling, firms included in the BIST 100 index, which have a relatively
stronger financial structures, were selected. Finance companies, investment trusts and holdings
included in this index are excluded from the sample. Also, companies without comparative data
were excluded from the sample. And a company that received a qualified opinion was excluded

from the sample, as all companies selected except for one received an unqualified audit opinion.
4. RESULTS

SPSS 28 program was used for analysis. Descriptive statistics for all variables are presented in
table 4. In the comments, for numerical variables arithmetic mean and standard deviation values,
and for categorical variables mode and median values were used. Accordingly, the average number
of audit days was 54.92 in 2016, and 54.50 days in 2017.
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Table 4. Descriptive Statistics

Variable Mode Median Mean S. Deviation Min Max
ARL (2016) # 55 54.92 11.35 32 72
ARL (2017) # 55 54.50 11.37 30 76
Difference Lag # 1 0.33 5.12 -16 13
KAMNo 1 2 2.26 1.18 1 6
Size # 21.79 21.81 1.45 19.11 24.71
ROA # 0.076 0.0779 0.061 -0.05 0.31
NPR # 0.08 0.10 0.09 -0.05 0.45
AFirm 0 0 0.15 0.36 0 1
Gender 1 1 0.79 0.41 0 1
Cons 0 0 0.21 0.41 0 1

A significant portion of the companies that subject to the study were presented consolidated
financial statements and were audited by Big4 audit firms, and the responsible auditors was
largely male. In 2017 reports, the lowest number of KAM was 1, the highest was 6, and its average

was calculated as 2.26.

Initially, whether there was a change in the average number of audit days in 2016 and 2017 has
been investigated. Although we expected an increase in ARL, the results, presented in Table 5,

showed that there was no significant change.

Table 5. Paired T-test Results

Hypothesis Test Statistics Decision
H1: The average number of audit days is 0.499 The alternative hypothesis is
different in 2016 and 2017. (0.31) rejected.

* Parentheses indicate significant values.

The effects of the auditor gender, auditor firm (Big 4) and consolidation variables on ARL were

examined after the normality tests for these variables. Table 6 presents the normality test results.

Table 6. Normality Test Results

Kolmogorov-Smirnov= Shapiro-Wilk

Statistic df Sig. Statistic df Sig.

Consolidation 0.00 0.14 48.00 0.03 0.95 48.00 0.05
1.00 0.21 13.00 0.13 0.90 13.00 0.13

Auditor Firm 0.00 0.13 52.00 0.02 0.96 52.00 0.08
1.00 0.15 9.00 .200" 0.98 9.00 0.96

Auditor Gender 0.00 0.13 13.00 .200" 0.97 13.00 0.86
1.00 0.13 48.00 0.03 0.96 48.00 0.14

When the Shapiro-Wilk test results are examined, it is observed that the number of audit days is
normally distributed according to the relevant factors at the 95% confidence level. However,
Kolmogorov-Smirnov test results indicated that some groups were not normally distributed.
Therefore, both parametric (independent t test) and nonparametric (Mann Whitney U and
Wilcoxon) test results were examined. Table 7 presents the two group mean test results and the

related tests.
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Table 7. Two Group Mean Tests

Hypotheses T test Mann WU Wilcoxon Decision
gi%fe?:rft?:rrrégigglfig:i l;; iiﬁs 18 (01 1609) 201.00 292.00 The alternative hypothesis
’ (0.05) (0.05) is rejected.

unconsolidated financial statements

H3: The number of audit days is

different in audits conducted by Big 00'9074 2203.8530 2608 .8530 The alternative hypqth(tes:is
4 audit firms and in others. (0.97) (0.83) (0.83) 18 rejected.
E(j}c:ozgfnm:cr)n‘zeer :ig;’tlg;t (ii%sfzflffers -0.455 282.00 373.00 The alternative hypothesis

g g (0.65) (0.59) (0.59) is rejected.

* Parentheses indicate significant values.

The results in Table 7 show that the relevant variables do not have a significant effect on the
number of audit days. Although an additional 10 days was given for the audit of the consolidated
financial statements compared to the unconsolidated statements, no significant difference was
found in the analysis in terms of the ARL of the consolidated and unconsolidated statements.
This result can be argued by the assumption that audit firms may have allocated more resources

for consolidated financial statement audits.
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Figure 1. Distribution of ARL

First graph of Figure 1 shows the difference between average audit days for consolidated and
unconsolidated statements. In the graph consolidated statements were represented by O, and
unconsolidated ones with 1. Average number of audit days for Big4 (0) and Non-Big4 audit firms
(1) were presented in the second graph. And third graph illustrates the difference of average
number of audit days for gender (Male (0), Female (1). The average number of inspection days is
not different, as can be seen in boxplots.

The number of KAMs disclosed in audit reports were ranged from 1 to 6. Primarily, as presented
in Table 8, Kruskal Wallis test was applied to find out whether there is a difference between the
average audit days with respect to number of KAMs.

Table 8. Kruskal Wallis Test Results

Hypothesis Test Statistics Decision
HS5: According to the KAM No, the number of 5.02 The alternative hypothesis is
audit days differs. (0.41) rejected.

In order to test the effect of the announced KAM number on the audit report day in an alternative
way, the KAM No variable was divided into two groups. First group included 1 or 2 KAM
disclosures, and second group included 3 and more KAM disclosures. Table 9 shows the
independent t-Test results. No significant difference was found between the two newly formed

groups.
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Table 9. Independent t-Test Results

Hypothesis

Test Statistics

Decision

H6: According to the KAM No, the number of
audit days differs.

0.38
(0.70)

The alternative hypothesis is

rejected.

In the paper, the subjects described in KAMs were grouped according to their content and the
relationship of these groups with ARL was analysed. Table 10 presents information about the
related grouping. Revenue classified in group 1 indicates that revenue related issues are explained

as key audit subjects in 25 separate audit reports. The classification results are similar to the

results of the study for KAM classifications (Kend and Nguyen, 2020; Li, 2020)

Table 10. KAM Classifications, Frequency and Description

KAM Group No Frequency Description
1 25 Revenue
2 15 Trade receivables
3 10 Goodwill
4 26 Tangible and intangible assets
5 9 Inventories
6 53 Other issues

Since the number of units was high and normality condition was met, ANOVA was performed to

measure whether there was a difference between the number of days. Table 11 presents the

normality test results and table 12 presents the ANOVA results.

Table 11. Normality Tests Results

Kolmogorov-Smirnov(a)

Shapiro-Wilk

Statistic df Sig. Statistic df Sig.
1 0.10 25.00 0.20 0.97 25.00 0.65
2 0.11 15.00 0.20 0.97 15.00 0.82
3 0.18 10.00 0.20 0.94 10.00 0.58
4 0.17 26.00 0.06 0.92 26.00 0.04
5 0.15 9.00 0.20 0.96 9.00 0.79
6 0.11 53.00 0.10 0.95 53.00 0.03
Table 12. ANOVA Results
Test Statistics Decision

Hypothesis

H7: The number of audit days differs for
KAM Group No in all matters.

0.46
(0.80)

The alternative hypothesis is

rejected.

The ANOVA results, presented in Table 12, do not indicate a significant relationship between the

subjects covered in KAMs and ARL.
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Finally, the model formed to measure the influence of the determined independent variables on

the dependent variable (ARL) was examined. The following results were estimated.

ARL =60.19-0.00Size + 20.93NPR —87.17R0OA + 2.03Gender + 0.48 AFirm
(-1.53) (1.08) (—2.68) (0.57) (0.12)
+0.08 KAMNo —6.53Cons
(0.11) (—1.88)

Parentheses in the equation give the t values.

The F-test value of this model, which is generally significant at 95% confidence level, is 3.17 and
there is a multiple linear connection problem between the independent variables in the model.
Then, when the variables were examined individually, it was found that only the ROA was
significant. The new model constructed using the Stepwise method with only variables that are
found to be significant is as follows.

ARL =59.15—-58.62ROA+e
(-2.55)

When the regression equation is examined, there is a negative relationship between ROA on ARL.
The model provides all the assumptions. The residuals of the model are normally distributed. (K-
S test significant: 0.200, S-W test significant: 0.783) There is no autocorrelation and
heteroscedasticity in residuals (Durbin Watson test statistics: 1.89 and there is no relationship
between residuals and fitted lag). In addition, when the Pearson correlation coefficients are
examined, the strength of the relationship between ROA and ARL is found to be 32%. When the
significance level of this coefficient (0.013) is examined, it is seen that the values found are valid

correlation coefficients.
5. CONCLUSION

This study provides empirical evidence on the effect of KAMs over the audit report lag effect for
the listed companies in Turkey. It is aimed to provide additional information to users by expanding
the audit reports by adding the KAM paragraph. However, despite the benefits to be brought by
this regulation, discussion on the risk of late access to financial information received through
audit reports has been raised.

In this paper analysis were made using the SPSS 28 package program. In this context, firstly,
descriptive statistics of the variables examined were calculated and interpreted. Then, parametric
and non-parametric hypothesis tests were applied, investigating the relationship between the
variables and examining the difference between the means. Which test to use was decided through
examining the normality assumptions. In the study, when examining the difference between the
means of the series with normal distribution, dependent and independent t-tests and ANOVA
method were used, while the Kruskal Wallis Test was used for the series that did not show normal
distribution. Finally, in the regression analysis, the coefficients were determined by the least
squares method. In this model, it was observed that all assumptions were met, and the model
was found to be significant.

Empirical results show that the inclusion of KAMs does not have a positive or negative effect on
audit report lag. Some limited previous research provided same results (Reid et al., 2019, Bedard
et al., 2019). However, the results are far from generalizations. The firms selected to the sample

do not represent Turkish firms in general, since they have a certain size and relatively strong
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resources. Also, all firms in the sample have an unqualified opinion. However, it is possible to
argue that the inclusion of KAMs in the audit report does not significantly affect the audit
processes for firms with strong financial structure and have a tendency to receive an unqualified

opinion in Turkey.

Additionally, some evaluations have been made on the relationship of some company and auditor
characteristics, including KAMs, with the audit report lag. In the analysis no significant
relationship was found between ARL and the KAM number, size, auditor gender, consolidation,
audit firm, and NPR variables. However, in parallel with some findings about profitability in the
past literature, a significant negative relationship was found between ROA and ARL. In the study,
the existence of a relationship between the number of KAM and the described KAM topics and
ARL was also investigated. The results do not provide evidence of a significant relationship
between KAM-related variables and ARL.

This study contributes to the relatively new literature on KAM by providing Turkish evidence.
However, this study does not provide comprehensive evidence on KAM and ARL. In future studies,
the relationship between KAM and ARL can be examined in more detail by considering the sector,
leverage, audit complexity, and having a modified opinion.
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OZET
Giris
Finansal tablo kullanicilar1 kaliteli finansal bilgiyi ve buna zamaninda ulasmay: talep
etmektedirler. Denetim fonksiyonu finansal bilginin kalitesini arttirsa da denetim strecini
finansal bilgiye ulasmay1 uzatabilmektedir. Denetim raporlarinin gecikmesi sonucunu doguran
denetim surecinin uzamasi muhasebe literatirinde o6nemli bir arastirma alani olmustur.

Denetim stirecinin uzamasina neden olan denetci ve isletme ile ilgili faktoérler muhasebeciler

tarafindan arastirilmaktadir.

Diger taraftan denetim raporlar: denetgciler icin finansal tablo kullanicilarina yaptiklar: calismalar:
ve ulastiklar1 sonucu aktarabildigi bir iletigsim aracidir. Denetim raporu, denetim surecini ve
denetcinin sorumluluklarini 6zetler ve finansal tablolarin gercege uygun bir sekilde sunulup
sunulmadigina dair bir gérts bildirir. Denetim raporunun iletisim degeri nedeniyle raporun
iceriginin ve dilinin nasil olacag siki kurallar ile belirlenmistir. Ancak muhasebe ve ekonomi
alaninda yasanilan degisimler dogal olarak denetim sUrecglerinde ve denetim raporlarinda da

degisime neden olabilmektedir.

Denetim raporlarina uluslararas: denetim standartlarina (UDS 701) yapilan degisiklikle kilit
denetim konularini eklenmistir. Denetim raporu kullanicilarinin talepleri sonucunda eklenen Kkilit
denetim konulari ile denetim raporlarinda denetim streclerine iliskin daha seffaf bilgi saglanmasi

amaclanmuistir.

Kilit denetim konularinin eklenmesi ile basta kilit denetim konularinin denetim kalitesi olmak
lzere cesitli denetim ve finansal raporlamaya iliskin konulara etkisi arastirma konusu olmustur.
Bunlardan biri de kilit denetim konularinin denetim gecikmesine neden olup olmayacagidir. Bu

konuda siirh sayida arastirma yapilmistir.

Kilit denetim konularinin denetim gecikmesi Uzerindeki etkisine iliskin bazi calismalarda bu
degiskenler arasinda herhangi bir iliski bulunamamistir. Ote yandan, bazi arastirmalar kilit
denetim konulari dahil edildikten sonra denetim gecikmesinde azalma oldugunu iddia etmektedir.
Ayrica bir calismada kilit denetim konular1 sonrasi denetim gecikmesinde 6nemsiz bir artig

bulunmus, ancak bunun zayif bir sonu¢ oldugunu belirtilmistir.
Amac

Turkiye'de 31 Aralik 2017 tarihinde sona eren déneme ait mali tablo denetimlerinde kilit denetim
konularinin denetim raporlarinda yer almasi zorunlu hale getirilmistir. Bu calismada o6ncelikle
kilit denetim konularinin denetim raporlarina eklenmesinin denetim raporu gecikmesi tizerine

olan etkisi incelenmistir.
Yontem

Bu calismada, arastirmaya konu olan Borsa Istanbul sirketlerin 2016 ve 2017 faaliyet
raporlarindan ilgili degiskenler analiz edilmek Uzere toplanmistir. Calismanin ilk asamasinda,
kilit denetim konularinin denetim raporu gecikmesine olasi etkisini belirlemek icin 2016 yili
raporlama gln sayisi ile 2017 raporlama ginu karsilastirmas: yapilmistir. Calismanin ikinci
asamasinda kilit denetim konular: ile bazi denetgi 6zelliklerinin denetim raporu gecikmesi ile
iligkisi arastirilmistir. Bu amacla verilerin dagilim o6zelliklerine gére parametrik ve parametrik

olmayan testler uygulanmistir.
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Orneklem olarak BIST 100 endeksinde yer alan ve nispeten daha giiclii finansal yapiya sahip
firmalar secilmistir. Bu endekste yer alan finans sirketleri, yatirim ortakliklar1 ve holdingler
orneklem disinda tutulmustur. Ayrica, karsilastirmali verileri olmayan sirketler 6rneklem disinda
birakilmistir. Sartli gdértiis alan bir sirket disinda secilen tim sirketler olumlu denetim gortst

aldigi icin sarth goériis alan sirket de 6rneklem disi birakilmastir.
Bulgular ve Sonuc

Arastirma sonuclarina goére 2016 yilinda ortalama denetim glin sayisi 54,92, 2017 yilinda ise
54,50 gtin olmustur. Kilit denetim raporu eklenmesi sonrasinda denetim gecikmesinde ¢ok ktictik
bir azalma olmussa da, azalma istatistiki olarak anlamli degildir. Incelenen 2017 yili denetim
raporlarinda en cok 6, en az 1 kilit denetim konusu sunulmustur. Raporlardaki kilit denetim
konusu ortalamasi 2,26 olmustur. Aciklanan kilit denetim konusu sayisinin denetim gecikmesine
neden olup olmadig: da incelenmistir. Kilit denetim konu sayis1 1 ve 2 olan raporlarin toplami
kilit denetim konu sayis1 3 ve fazla olan sirketlerle karsilastirilmis ve bunlar arasinda da denetim

gecikmesi bakimindan anlamli bir farklilik gézlemlenmemistir.

Ayrica kilit denetim konusu olarak agiklanan konularn igerigi ile denetim gecikmesi arasindaki
olasi bir iligki de incelenmistir. Ancak bulgular kilit denetim konusu icerigi ile denetim gecikmesi

arasinda anlaml bir iliski géstermemistir.

Bu calisma, Turkiye'de borsaya kote sirketler icin kilit denetim konularinin denetim raporu
gecikmesi Uzerindeki etkisine iliskin ampirik kanitlar sunmaktadir. Kilit denetim konusu
paragrafi eklenerek denetim raporlari genisletilerek kullanicilara ek bilgi saglanmasi
amaclanmistir. Ancak bu diizenlemenin getirecegi faydalara karsin, denetim raporlar: araciligiyla
elde edilen finansal bilgilere gec erisim riskine iligkin tartismalar glindeme gelmistir. Bu calisma
sinirh sayida sirket tizerinde yapilsa da ampirik sonuglar, kilit denetim konularinin eklenmesinin
denetim raporu gecikmesi tizerinde olumlu veya olumsuz bir etkisinin olmadigini gdstermektedir.
Ancak bu sonugc dikkatle okunmalidir. Ctinkti arastirmaya dahil edilen sirketlerin finansal olarak

gucludur ve hepsi olumlu denetim raporu almistir.

Bu calisma, kilit denetim konular ile ilgili nispeten yeni literattire Turk sirketleri verisi saglayarak
katkida bulunmaktadir. Ancak, bu calisma kilit denetim konusu ve denetim gecikmesi hakkinda
kapsamli kanit saglamamaktadir. Gelecekteki calismalarda kilit denetim konulari ve denetim
gecikmesi arasindaki iligki sektér, kaldirag, denetim karmasikligi ve gorus degisikligi g6z éntinde
bulundurularak daha detayl incelenebilir.
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