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SA 320
MATERIALITY 

IN PLANNING AND PERFORMING AN AUDIT

Introduction

amount or information
materiality point of view of the 

Auditor

WHAT IS THE IMPORTANCE OF MATERIALITY?

material misstatement
all material respects

Materiality in the Context of an Audit

Asked in exam
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Concept capsule 30

Suggested answer

Asked in exam         (CA Inter – May 2022)

Answer
Incorrect

DETERMINATION OF MATERIALITY

Materiality Performance Materiality

total misstatement of Rs. 10 Crore

Total error
How does auditor decide materiality?     

A PERCENTAGE
BENCHMARK

users focus

Nature of the Entity industry and economic environment 

ownership structure
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entities volatile

determine performance materiality

Asked in Exam

(CA Inter - Nov 2020)

Asked in Exam                                                                          (CA Inter – Dec 2021)
non-volatile

Incorrect
volatile

WHAT IS PERFORMANCE MATERIALITY?

reduce to an appropriately low level the probability that the aggregate of uncorrected 
and undetected misstatements exceeds materiality

Say 

more audit procedures 

previous audits.
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What is the relation between Materiality and Audit risk?
INVERSE relationship

audit 
procedures

audit procedures

Inverse relation
How is that?

very material
reduces the audit risk

not material may have been ignored
and

REVISION OF MATERIALITY DURING THE AUDIT

shall revise or
becoming aware of 

(read again)

revise performance materiality

lakh)

Asked in MTP

(MTP-Nov- 2019)
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Concept capsule 31

Suggested answer

Documentation

Materiality

Performance

Concept Capsule 32

Suggested answer

Concept Capsule 33

Suggested answer

AUDIT IN AN AUTOMATED ENVIRONMENT

and


