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PROCEDURE
Materiality levels should be estimated at the planning stage by reference to the latest available information and updated once the current year's financial statements are available. Materiality is a judgemental process. Documentation of the thought or judgemental process is more important than the simple recording of figures. Refer to Sections 11.3 and 11.4 on guidance on setting of materiality levels, and Appendix I of Section 11 on the basis of setting the level.

	
	Current year financial statements
	Current year

budget

(Note 3)
	Prior year's financial statements

	
	2006
	2006
	
N/A
	
N/A

	Total assets (before liabilities)

1%  A


2%  B
	Shs. 67,695,292

Shs. 676,953

Shs. 1,353,906
	Shs. 65,398,565

Shs. 653,986

Shs. 1,307,972
	Shs.

Shs.

Shs.
	Shs.

Shs.

Shs.

	Turnover

0.5% C


1%    D
	Shs. 199,425,956

Shs. 997,130

Shs. 1,994,260
	Shs. 199,425,956

Shs. 997,130

Shs. 1,994,260
	Shs.

Shs.

Shs.
	Shs.

Shs.

Shs.

	Pre-tax profit*

5%    E


10%  F
	Shs. 5,736,781

Shs. 286,839

Shs. 573,678
	Shs. 3,807,616

Shs. 190,381

Shs. 380,762
	Shs.

Shs.

Shs.
	Shs.

Shs.

Shs.

	Materiality level

Planning Stage G
	
-
	Shs. 613,832
	Shs.
	Shs.

	Individual area materiality (75 % of planning materiality)
	Shs. 490,231
	Shs. 460,374
	Shs.
	Shs.

	Opinion stage
	Shs. 653,641
	-
	Shs.
	Shs.


* Before charging profit related bonuses and extraordinary / exceptional items.

Reasons for selecting the materiality level (use additional schedules where required).

· Materiality is based on the average of 1% of total assets, 0.5% of turnover and 5% of pre-tax profit.

· Lower range factors covering all areas of the financial statements selected as this is the first period of operations. We therefore expect a high inherent risk.

Guidance notes:
1. The materiality levels (G & H) should normally be within the range indicated by the factors A to F. Factors E & F should be ignored if losses or profits are distorted for any reason. Other factors should be used if considered more appropriate (see Audit Manual for guidance).

2. The materiality level set at the planning stage is primarily used for determining sample sizes; that at the opinion stage for determining the need for final adjustments. Materiality levels are not appropriate for verifying directors' emoluments and other sensitive items.

3. If a current year budget or estimate is not available, the materiality level at the planning stage should be based on the figures for the previous year.
4. The materiality factors indicated above are not appropriate when preparing accounts.
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