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5. Key Audit Matters (KAMS)

6. Critical Audit Matters (CAMs)

7.U.K.’s Financial Reporting Council (FRC)
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1 .International Auditing and Assurance Standards Board
(IAASB)

2. Public Company Accounting Oversight Board (PCAOB)

3. Camacho-Minano

4, International Standards on Auditing (ISAs)
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Abstract

As an integral part of the financial reporting process, the audit report plays a major role in informing the users.
In this regard, by changing the type of audit report preparation, a new section titled key audit matter was added
to it. On the other hand, identifying the signs of financial distress in companies is one of the most important
information that can help users in making decisions.Therefore, in order to investigate the impact of the
disclosure of key audit issues on financial distress, the information of 112 companies accepted to the Tehran
Stock Exchange during the period of 2016 to 2018 was collected. The findings of the research show that the
total number of key audit matter, key audit matter risk-based at the account level, key audit matter their primary
impact with the liquidity and debt solvency have a positive and significant relationship with the level of
financial distress. Also, the results show a negative and significant relationship between the key audit matter
risk-based at the company level and other key audit matter with the level of financial distress of companies;
while the report of going concern and the key audit matter with the initial impact on profitability had no
significant relationship with the level of financial distress. In general, the findings of the research show the
usefulness of key audit matter in evaluating and predicting the level of financial distress of companies.The
results of the research, with the development of literature, contribute to the richness of knowledge in researches
in the field of financial distress and key audit matter. The findings of the research can help investors, lenders,
analysts and legislators in making decisions.
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