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A7) 3] (Auditing Standards Board :ASB)ol|AX] A A1)

3}
=

N
o
K

GAGASS| A3 AFE-RB 3 7ZFAMA] =71 318 A}3)

o
of
ko
oX,
4
AN
iffe

A AHEA non-GAGAS AR T ¢ @

Government Auditing Standards

Additional GAGAS Considerations for Financial Audits
4.46 Due to the objectives and public accountability of GAGAS audits, additional

Materiality in GAGAS Financial Audits
4.47 The AICPA standards require the auditor to apply the concept of materiality

considerations for financial audits completed in accordance with GAGAS may
apply. These considerations relate to

a. materiality in GAGAS financial audits; and

b. early communication of deficiencies

appropriately in planning and performing the audit. Additional considerations
may apply to GAGAS financial audits of government entities or entities that

receive government awards. For example, in audits performed in accordance
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with GAGAS, auditors may find it appropriate to use lower materiality levels

as compared with the materiality levels used in non-GAGAS audits because of
the public accountability of government entities and entities receiving

government funding, various legal and regulatory requirements, and the

visibility and sensitivity of government programs.

2. SQMOl (3t =3 Qo
e HANE 4 AT SdeA A, =

A =
84 oAF= ‘AE7IE F S (professional judgement) o] i

Jolw Braln, PAFARYNA Fade AYse o
nHF 5 e o=kl 449 vle £

230 - Determine Planning and Design Materiality and Tolerable Misstatement
.04 GAGAS and incorporated U.S. GAAS indicate that the auditor should use
materiality in planning, designing procedures, and reporting. Materiality is a

matter of professional judgment influenced by auditor’s perception of the needs

of financial statement users. Materiality judgments are made in light of

surrounding circumstances and involve both quantitative and qualitative
considerations, such as the public accountability of the entity under audit,
various legal and regulatory requirements, and the visibility and sensitivity of
government programs, activities, and functions as well as a variety of other
factors discussed in AU 312.60.

0 'F84'Y Bd A
o AMHQ PAIEH VIRAAAZ GALS GAE(F, FAA 2
2, ! 9% Bt} A
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230 - Determine Planning and Design Materiality and Tolerable Misstatement

.11 The auditor generally should set planning materiality at 3 percent of the

materiality base. Although the auditor may use a mechanical means to compute
planning materiality, the auditor should use judgment in evaluating whether the

computed level is appropriate. The auditor also should consider adjusting the

materiality base for the impact of such items as unrecorded liabilities,
contingencies, and other items that are not incorporated in the entity’s financial
statements (and not reflected in the materiality base) but that may be important

to the financial statement user.
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AU Section 312 Audit Risk and Materiality in Conducting an Audit
Materiality in the Context of an Audit
.04 The auditor's consideration of materiality is a matter of professional judgment

and is influenced by the auditor's perception of the needs of users of financial

statements. The perceived needs of users are recognized in the discussion of
materiality in Financial Accounting Standards Board (FASB) Statement of
Financial Accounting Concepts No. 2, Qualitative Characteristics of Accounting
Information, which defines materiality as "the magnitude of an omission or

misstatement of accounting information that, in the light of surrounding

circumstances, makes it probable that the judgment of a reasonable person

relying on the information would have been changed or influenced by the

omission or misstatement." That discussion recognizes that materiality judgments

are made in light of surrounding circumstances and necessarily involve both

quantitative and qualitative considerations.

() F24 w9 A Zrol g A

4 AR ad A, JaezMY HHo|gAe] 2 A S

M

N

rlo

-5 A8 JRolEAEY ATE GYHBE gAY
S NFHEA GAE TelHA ¥

mlo

AU Section 312 Audit Risk and Materiality in Conducting an Audit

User
.05 In an audit of financial statements, the auditor's judgment as to matters that are

material to users of financial statements is based on consideration of the needs

of users as a group; the auditor does not consider the possible effect of

misstatements on specific individual users, whose needs may vary widely.

O sh=FEA'S 54 2 9

2) 0] AYUSHA 7| &2 Y3 (Federal Accounting Standards Board: FASB) Xi-F-3]A7HE 4] (Statement of
Financial Accounting Concepts) No. 2 Qualitative Characteristics of Accounting Information
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AU Section 312 Audit Risk and Materiality in Conducting an Audit
Considerations at the Financial Statement Level

.11 The auditor must consider audit risk and must determine a materiality level for

the financial statements taken as a whole for the purpose of:

a. Determining the extent and nature of risk assessment procedures

b. Identifying and assessing the risks of material misstatement

c. Determining the nature, timing, and extent of further audit procedures

d. Evaluating whether the financial statements taken as a whole are presented
fairly, in all material respects, in conformity with generally accepted
accounting principles

.12 Audit risk is a function of the risk that the financial statements prepared by
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management are materially misstated and the risk that the auditor will not
detect such material misstatement. The auditor should consider audit risk in
relation to the relevant assertions related to individual account balances, classes
of transactions, and disclosures and at the overall financial statement level. The
auditor should perform risk assessment procedures to assess the risks of
material misstatement both at the financial statement and the relevant assertion
levels. The auditor may reduce audit risk by determining overall responses and
designing the nature, timing, and extent of further audit procedures based on

those assessments.

o 7ML ZIAFAHE 8 Al HA AEATIAY FLAS

= LU W =
a7gsfof g

- AA AFAR FEY T84 AAHS s Tag dF3EA
(material misstatement) Y15 <12 L =4 A FFARIS #
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AU Section 312 Audit Risk and Materiality in Conducting an Audit

Determining Materiality for the Financial Statements Taken as a Whole When

Planing the Audit

.28 The determination of what is material to the users is a matter of professional
judgment. The auditor often may apply a percentage to a chosen benchmark as
a step in determining materiality for the financial statements taken as a whole.
When identifying an appropriate benchmark, the auditor may consider factors

such as:

* The elements of the financial statements (for example, assets, liabilities,
equity, income, and expenses) and the financial statement measures defined
in generally accepted accounting principles (for example, financial position,
financial performance, and cash flows), or other specific requirements.

* Whether there are financial statement items on which, for the particular
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entity, users' attention tends to be focused (for example, for the purpose of
evaluating financial performance).
* The nature of the entity and the industry in which it operates.
* The size of the entity, nature of its ownership, and the way it is financed.
Examples of benchmarks that might be appropriate, depending on the nature and
circumstances of the entity, include total revenues, gross profit, and other

categories of reported income, such as profit before tax from continuing

operations. Profit before tax from continuing operations may be a suitable
benchmark for profit-oriented entities but may not be an appropriate benchmark
for the determination of materiality when, for example, the entity's earnings are
volatile, when the entity is a not-for-profit entity, or when it is an
owner-managed business where the owner takes much of the pretax income out
of the business in the form of remuneration. For asset-based entities (for
example, an investment fund) an appropriate benchmark might be net assets.
Other entities (for example, banks and insurance companies) might use other

benchmarks.
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