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	Accounting applications
	The methods and records used to (1) identify, assemble, analyze, classify, and record a particular type of trans​action or (2) report recorded transactions and maintain accountability for related assets and liabilities. Common accounting applications are (1) billings, (2) accounts receivable, (3) cash receipts, (4) purchasing and receiving, (5) accounts payable, (6) cash disbursements, (7) payroll, (8) inventory control, and (9) property, plant, and equipment (PP&E). 

	Accounting system
	The methods, records, and processes used to identify, assemble, analyze, classify, record, and report an entity’s transactions and to maintain accountability for the related assets and liabilities.

	Activity
	The actual work task or step performed in producing and delivering products and services. An aggregation of actions performed within an organization that is useful for purposes of activity-based costing. 

	Analytical procedures
	The comparison of recorded account balances with expectations developed by the auditor, based on an analysis and understanding of the relationships between the recorded amounts and other data, to form a conclusion on the recorded amount. A basic premise underlying the application of analytical procedures is that plausible relationships among data may reasonably be expected to continue unless there are known conditions that would change the relationships or the data are misstated.

	Annual financial statement
	As defined by OMB, the annual financial statement comprises:

· unaudited Management’s Discussion and Analysis (MD&A),

· audited basic financial statements, including note disclosures,

· unaudited required supplementary stewardship information (RSSI), if applicable,

· unaudited required supplementary information (RSI), if applicable, and

· unaudited other accompanying information, if applicable.

This report is also referred to as the Performance and Accountability Report (PAR).

	Application controls
	Controls that are incorporated directly into computer applications to help ensure the validity, completeness, accuracy, and confidentiality of transactions and data during application processing. Application controls include controls over input, processing, output, master data, application interfaces, and data management system interfaces. These controls are sometimes referred to as business process controls. FISCAM uses control categories that complement the FAM methodology: (1) authorization control, (2) completeness control, (3) accuracy control, and (4) control over integrity of processing and data files.



	Appropriation
	Budget authority to incur obligations and to make payments from the Treasury for specified purposes. An appropriation act is the most common means of providing appropriations; however, authorizing and other legislation itself may provide appropriations.  Appropriations do not represent cash actually set aside in the Treasury for purposes specified in the appro​pria​tion acts. They represent amounts that agencies may obligate during the period of time specified in the respective appropriation acts.



	Assertions
	Management representations that are embodied in financial statement components. The FAM classifies assertions in the following five broad categories (as described in FAM 235.02):

· Existence or occurrence

· Completeness

· Rights and obligations

· Accuracy/valuation or allocation

· Presentation and disclosure



	Assessing control risk
	The process of evaluating the effectiveness of an entity’s internal control in preventing or detecting misstatements that could be material, either individually or when aggregated with other misstatements, in financial statement assertions on a timely basis.



	Assurance, level of
	The complement of audit risk, which is an auditor judgment. This is not the same as confidence level, which relates to an individual sample.



	Attributes sampling
	Statistical sampling that reaches a conclusion about a population in terms of a rate of occurrence.  


	Audit risk
	A combination of (1) the risk (consisting of inherent and control risk) that the balance or class and related assertions contain misstatements that could be material to the financial statements when aggregated with misstatements in other balances or classes, and (2) the risk (detection risk) that the auditor will not detect such misstatement.



	Back door authority/

Backdoor spending
	A colloquial phrase for budget authority provided in laws other than appropriations acts, including contract authority and borrowing authority, as well as entitlement authority and the outlays that result from that budget authority. (See also appropriation and contract authority.)



	Borrowing authority
	Budget authority enacted to permit an agency to borrow money and then to obligate against amounts borrowed. It may be definite or indefinite in nature. Usually the funds are borrowed from the Treasury, but in a few cases agencies borrow directly from the public.



	Budget authority
	Authority provided by federal law to enter into financial obligations that will result in immediate or future outlays involving federal government funds. The basic forms of budget authority include (1) appropriations, (2) borrowing authority, (3) contract authority, and (4) authority to obligate and expend offsetting receipts and collections. Budget authority includes the credit subsidy cost for direct loan and loan guarantee programs, but does not include the underlying authority to insure or guarantee the repayment of indebtedness incurred by another person or government.



	Budget controls
	Management’s policies and procedures for managing and controlling the use of appropriated funds and other forms of budget authority. 



	Cause and effect basis
	In cost accounting, a way to group costs into cost pools in which an intermediate activity may be a link between the cause and the effect.



	Classical probability proportional to size
sampling
	A type of statistical sampling where the sample is selected with probability proportional to the size (usually dollar amount) of an item and the evaluation is performed using variables methods (not monetary unit sampling).


	Classical variables 
estimation sampling
	A sampling approach that measures sampling risk using the variation of the underlying characteristic of interest. This approach includes methods such as  mean-per-unit, difference estimation, and ratio estimation.


	Closed (canceled) account
	An appropriation account whose balance has been canceled. Once balances are canceled, the amounts are not available for obligation or expenditure for any purpose.



	Combined precision
	The achieved precision for all statistical sampling applications.



	Common data source
	All of the financial and programmatic information available for the budgetary, cost, and financial accounting processes. It includes all financial and much non-financial data, such as environmental data, that are necessary for budgeting and financial reporting as well as evaluation and decision information developed as a result of prior reporting and feedback.



	Compliance control
	A process, by management and others, designed to provide reasonable assurance regarding the achievement of objectives for compliance with applicable laws and regulations. 


	Compliance tests
	Tests to obtain evidence on the entity’s compliance controls for each significant provision of laws and regulations identified for testing, including budget controls for each relevant budget restriction.




	Confidence interval
	A statistical sample-based estimate expressed as an interval or range of values. The sample is designed such that there is a specified confidence level for which the population value being estimated is expected to be located within the interval. More specifically, it is the projected misstatement or point estimate plus or minus precision at the desired confidence level and is also known as a precision or precision interval. 


	Confidence level
	The complement of the applicable sampling risk. The measure of probability associated with a sampling interval. This is not the same as level of assurance.



	Contingency
	An existing condition, situation, or set of circumstances involving uncertainty as to possible gain or loss to an entity. The uncertainty will ultimately be resolved when one or more future events occur or fail to occur.



	Contract authority
	Budget authority that permits an entity to incur obligations in advance of appropriations, including collections sufficient to liquidate the obligation or receipts. Contract authority is unfunded, and a subsequent appropriation or offsetting collection is needed to liquidate the obligations. 



	Control activities
	One of the five components of internal control, in addition to control environment, risk assessment, information and communications, and monitoring.  Control activities are the policies and procedures that help ensure that management directives are carried out. They help ensure that necessary actions are taken to address risks to achievement of the entity’s objectives. Control activities, whether automated or manual, help achieve control objectives and are applied at various organizational and functional levels.



	Control environment
	One of the five components of internal control, in addition to risk assessment, control activities, information and communications, and monitoring. 

The control environment sets the tone of an organization, influencing the control consciousness of its people. It is the foundation for all other components of internal control, providing discipline and structure. The control environment represents the collective effect of various factors on establishing, enhancing, or mitigating the effectiveness of specific control activities. Such factors include (1) integrity and ethical values, (2) commitment to competence, (3) management’s philosophy and operating style, (4) organizational structure, (5) assignment of authority and responsibility, (6) human resource policies and practices, (7) control methods over budget formulation and execution, (8) control methods over compliance with laws and regulations, and (9) oversight groups. 


	Control risk
	The auditor’s assessment of the risk that a material misstatement that could occur in an assertion will not be prevented or detected on a timely basis by the entity’s controls. 


	Control tests
	Tests of a specific control activity to assess its effectiveness in achieving control objectives.

	Cost
	The monetary value of resources used or sacrificed or liabilities incurred to achieve an objective, such as to acquire or produce a good or to perform an activity or service. 

	Department (per FASAB Interpretation No. 6)
	Any department, agency, administration, or other financial reporting entity (see SFFAC No. 2) that is not part of a larger financial reporting entity other than the government as a whole. Used in distinguishing inter- and intradepartmental activity and balances.


	Design materiality
	The portion of planning materiality that the auditor allocates to line items, accounts, or classes of transactions. 

	Detection risk
	The auditor’s assessment of the risk that the auditor will not detect a material misstatement that exists in an assertion. 

	Entity risk assessment
	One of the five components of internal control, in addition to control environment, control activities, information and communications, and monitoring. Risk assessment is the entity’s identification and analysis of relevant risks to achievement of its objectives, forming a basis for determining how the risks should be managed. An entity’s risk assessment for financial reporting purposes is its identification, analysis, and management of risks relevant to the preparation of financial statements that are fairly presented in conformity with U.S. GAAP.



	Errors
	Unintentional misstatements of amounts or disclosures in financial statements.



	Expectation
	The auditor’s estimate of a recorded amount (based on an analysis and understanding of relationships between the recorded amounts and other data) in an analytical procedure.



	Expected misstatement
	The dollar amount of misstatements the auditor expects in a population.



	Expired account
	An account within Treasury to hold expired budget authority. The expired budget authority retains its fiscal year (or multiyear) identify for an additional 5 fiscal years. After the 5-year period has elapsed, all obligated and unobligated balances are canceled, the expired account is closed, and all remaining funds are returned to the general fund of the Treasury and are thereafter no longer available for any purpose. 



	Federal financial 
management systems requirements
	One of the three requirements of FFMIA. They include the requirements of OMB Circulars No. A-127 and the JFMIP/OFFM series of systems requirement documents.



	Financial reporting control
	A process, created by management and other personnel, designed to provide reasonable assurance regarding the achievement of financial reporting objectives.

	Financial statements (also called the basic or principal statements)
	A component of a federal entity’s annual financial statement (also referred to as the Accountability Report), which consist of :

· Balance Sheet

· Statement of Net Cost

· Statement of Changes in Net Position

· Statement of Budgetary Resources

· Statement of Custodial Activity (if applicable)

· Statement of Social Insurance (if applicable)

· Related note disclosures

	Fraud
	Fraud is an intentional act by one or more individuals among management, those charged with governance, employees, or third parties, involving the use of deception to obtain an unjust or illegal advantage. Two types of misstatements resulting from fraud are relevant to the auditor’s consideration in a financial statement audit: misstatements arising from fraudulent financial reporting and misstatements arising from misappropriation of assets.

	Fraudulent financial 
reporting
	Intentional misstatements or omissions of amounts or disclosures in financial statements to deceive financial statement users. Fraudulent financial reporting could involve intentional alteration of accounting records, misrepresentation of transactions, intentional misapplication of accounting principles, or other means.



	Full cost
	The total amount of resources used to produce the output. More specifically, the full cost of an output produced by a responsibility segment is the sum of   (1) the costs of resources consumed by the responsibility segment that directly or indirectly contribute to the output and (2) the costs of identifiable supporting services provided by other responsibility segments within the reporting entity and by other reporting entities. 




	Functional classification
	A system of classifying budget authority, outlays, receipts, and tax expenditures according to the national needs being addressed. Each concurrent resolution on the budget allocates budget authority and outlays among the various functions. Each budget account appears in the single budget function (for example, national defense or health) that best reflects its major purpose, an important national need. A function may be divided into two or more subfunctions, depending upon the complexity of the national need addressed.



	Fund Balance with Treasury account (FBWT)
	An asset account representing the unexpended spending authority in entity appropriations. Also serves as a mechanism to prevent entity disbursements from exceeding appropriated amounts.



	General controls
	Management’s policies and procedures that apply to all or a large segment of an entity’s information systems. General controls help ensure the proper operation of information systems by creating the environment for proper operation of application controls. General controls include (1) security management, (2) logical and physical access, (3) configuration management, (4) segregation of duties, and (5) contingency planning.



	Haphazard sample
	A sample consisting of sampling units selected without any conscious bias, that is, without any special reason for including or omitting items from the sample. It does not consist of sampling units selected in a careless manner and is selected in a manner that can be expected to be representative of the population. 



	Information and communication
	One of the five components of internal control, in addition to control environment, entity risk assessment, control activities, and monitoring. The information and communication systems support the identification, capture, and exchange of information in a form and time frame that enable people to carry out their internal control and other responsibilities. 



	Information Security (IS) controls specialist
	A person with technical expertise in information technology systems, general controls, applications, and information security. 


	IS controls
	Internal controls that are dependent on information systems processing and include general controls and application controls (described in FAM 295 F).



	Inherent risk
	The auditor’s assessment of the susceptibility of an assertion to a material misstatement, assuming there are no related controls.

	Interdepartmental
	Activity and balances between two different departments. (See department.) The intradepartmental and interdepartmental amounts are subsets of intragovernmental activity and balances.



	Inter-entity
	Activities or balances between two or more entities, departments, or bureaus. (See interdepartmental and intradepartmental.)

	Internal control
	An integral component of an organization’s management systems that provides reasonable assurance that the following objectives are being achieved:  

· effectiveness and efficiency of operations,

· reliability of financial reporting, and 

· compliance with applicable laws and regulations.



	Intradepartmental amounts
	Activity and balances within the same department  (see department).  The intradepartmental and interdepartmental amounts are subsets of intragovernmental activity and balances.



	Intragovernmental amounts
	Activity and balances occurring within or between federal entities.



	Intragovernmental Payment and Collection (IPAC)
system 
	The primary method used by most federal entities to electronically bill and/or pay for services and supplies within the U.S. government. IPAC is used to communicate between the Treasury and the trading partner entities that the online billing and/or payment for services and supplies has occurred.




	Joint Financial Management Improvement Program (JFMIP)
	The original source of governmentwide requirements for financial management systems software functionality that describes the basic elements of an integrated financial management system (including the core financial system). These requirements are now issued by OMB. This former joint undertaking consisted of the U.S. Department of the Treasury, the U.S. Government Accountability Office (GAO), the Office of Management and Budget (OMB), and the Office of Personnel Management (OPM).  



	Judgment fund
	A permanent and indefinite appropriation administered by the Department of the Treasury that is available to pay judgments, settlement agreements, and certain types of administrative awards against the United States when such payment is not otherwise provided for in entity appropriations.



	Known misstatement
	The specific misstatement identified during the audit arising from the incorrect selection or misapplication of accounting principles or misstatements of facts identified, including, for example, those arising from mistakes in gathering or processing data and the overlooking or misinterpretation of facts.



	Likely misstatement
	A misstatement that: 

· arises from differences between management’s and the auditor’s judgments concerning accounting estimates that the auditor considers unreasonable or inappropriate (for example, because an estimate included in the financial statements by management is outside of the range of reasonable outcomes the auditor has determined).

· The auditor considers likely to exist based on an extrapolation from audit evidence obtained (for example, the amount obtained by projecting known misstatements identified in an audit sample to the entire population from which the sample was drawn). 




	Limit
	Used in performing substantive analytical procedures, the limit is the amount of difference between the expectation and the recorded amount that the auditor will accept without investigation. There​fore, the auditor should investigate amounts that exceed the limit during analytical procedures.



	Limitation
	A restriction on the amount, purpose, or period of availability of budget authority. While limitations are most often established through appropriations acts, they may also be established through authorization legislation. Limitations may be placed on the availability of funds for program levels, administrative expenses, direct loan obligations, loan guarantee commitments, or other purposes.
 

	Logical Unit
	The balance or transaction that includes the selected dollar in a probability-proportional-to-size sample.



	Materiality
	The magnitude of an item’s omission or misstatement in a financial statement 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 inclusion or correction of the item (FASB Statement of Financial Concepts No. 2). See planning materiality, design materiality, and tolerable misstatement.



	Mean-per-unit approach
	A classical variables sampling technique that projects the sample average to the total population by multiplying the sample average by the total number of items in the population.



	Misappropriation of assets
	Theft of an entity’s assets causing misstatements in the financial statements.



	Monetary unit sampling
	A variables sampling evaluation method that utilizes a probability-proportional-to-size (PPS) sample selection technique. Since the auditor randomly selects the sample from a population of dollars, large-value transactions have more chance of selection and are more likely to be sampled than small-value transactions.



	Monitoring
	One of the five components of internal control, in addition to control environment, risk assessment, control activities, and information and communications. Monitoring is a process that assesses the quality of internal control performance over time. Internal control monitoring should assess the quality of performance over time and ensure that the findings of audits and other reviews are promptly resolved.



	Multipurpose testing
	Performing several tests, such as control tests, compliance tests, and substantive tests, on a common selection, usually a sample.



	Nonrepresentative selection
	A selection of items to reach a conclusion only on the items selected. The auditor using a nonrepresentative selection (formerly referred to as a nonsampling selection) may not project the results to the portion of the population that was not tested. Accordingly, the auditor applies appropriate analytical and/or other substantive procedures to the remaining items, unless those items are immaterial in total or the auditor has already obtained enough assurance that there is a low risk of material misstatement in the total population. The auditor also uses nonrepresentative selections to test controls through inquiry, observation, and walkthrough procedures and to obtain planning information.



	Nonstatistical sampling
	A sampling technique for which the auditor considers sampling risk in evaluating an audit sample without using statistical theory to measure the risk.



	Offsetting receipts and collections
	A form of budget authority that permits agencies to obligate and expend the proceeds of offsetting receipts and collections. The Congressional Budget Act of 1974, as amended by the Budget Enforcement Act of 1990, defines offsetting receipts and collections as negative budget authority and the reductions to it as positive budget authority. In the President’s budget, OMB reports offsetting receipts as appropriations.



	Operations controls
	A process by management and others, designed to provide reasonable assurance regarding the achievement of objectives for the effectiveness and efficiency of operations. 




	Overall analytical 
procedures
	Analytical procedures performed as an overall financial statement review during the reporting phase.



	Performance and Accountability Report (PAR)
	See annual financial statement.



	Planning materiality
	The auditor’s preliminary estimate of materiality in relation to the financial statements taken as a whole. It is used to determine design and tolerable misstatement, which are used to determine the nature, extent, and timing of substantive audit procedures. It is also used to identify significant laws and regulations for compliance testing. 



	Point estimate (estimated value)
	Most likely amount of the population characteristic  based on the sample.



	Population
	The items comprising the account balance or class of transactions of interest. The population excludes individually significant items that the auditor has decided to examine 100 percent or other items that will be tested separately.



	Precision (allowance for sampling risk)
	A measure of the difference between a sample estimate and the corresponding population characteristic at a specified sampling risk. 



	Preliminary analytical procedures
	Analytical procedures performed during the audit planning phase.



	Principal statements 
	See financial statements.



	Probable
	In evaluating a contingency for pending or threatened litigation and unasserted claims, a future confirming event(s) occurring is likely to occur (SFFAS #12.10).  For other contingencies, the future event or events are more likely than not to occur (SFFAS #5.33).



	Projected misstatement
	An estimate of the misstatement in a population, based on the misstatements found in the examined sample items; represents misstatements that are probable.  The projected misstatement includes the known misstatement.


	Providing entity
	The entity providing services, products, goods, transfer funds, investments, debt, and/or incurring the reimbursable costs. This includes bureaus, departments, and/or programs within entities. The providing agency is the seller. The providing entity transfers out funds to another entity (transfers out) when appropriations are transferred without the exchange of goods or services.



	Random sample
	A sample selected so that every combination of the same number of items has an equal probability of selection. 



	Ratio estimation
	A classical variables sampling technique that uses the ratio of audited amounts to recorded amounts in the sample to estimate the total dollar amount of the population and an allowance for sampling risk.



	Reasonably possible
	The chance of the future confirming event or events occurring is more than remote but less than probable.



	Receiving entity
	The entity receiving services, products, goods, transfer funds, purchasing investments, and/or borrowing from Treasury (or other entities). This includes bureaus, departments, and/or programs within entities. The receiving entity is the purchaser. The receiving entity receives transfers of funds (transfers in) when appropriations are transferred without the exchange of goods or services.



	Reciprocal accounts
	Corresponding SGL accounts that should be used by a providing/seller and receiving/buyer entity to record like intragovernmental transactions. For example, the providing entity’s accounts receivable would normally be reconciled to the reciprocal account, accounts payable, on the receiving entity’s records.



	Recorded amount
	The financial statement amount being tested by the auditor in the specific application of substantive tests.



	Regression estimate
	An estimate of a population parameter for one variable that is obtained by substituting the known total for another variable into a regression equation calculated on the basis of sample values of the two variables. Ratio estimates are special kinds of regression estimates. 



	Reimbursable activity
	In intragovernmental activity, similar to goods or services, except the amounts billed to the receiving entity by the providing entity are based on some agreed-upon price, which may or may not represent market value.



	Related parties
	Affiliates; trusts for the benefits of employees, such as pensions, that are managed by or under trusteeship of management; management of the entity; their immediate families; and other parties the entity deals with if one party controls or can significantly influence the management or operating policies of the other to an extent that one of the parties might be prevented from fully pursuing its own separate interests.



	Remote
	The chance of potential liability to the entity is slight.



	Responsibility segment
	In cost accounting, a significant organizational, operational, functional, or process component that has the following characteristics: (a) its manager reports to the entity’s top management, (b) it is responsible for carrying out a mission, performing a line of activities or services, or producing one or a group of products, and (c) for financial reporting and cost management purposes, its resources and results of operations can be clearly distinguished, physically and operationally, from those of other entity segments.



	Risk
	See audit risk, inherent risk, control risk, risk of material misstatement, and detection risk.

	Risk of material 

misstatement
	The auditor ’s combined assessment of inherent risk and the control risk. (The risk of material misstatement was formerly referred to as combined risk.)

	Safeguarding controls
	Internal controls to protect assets from loss from unauthorized acquisition, use, or disposition and may include controls relating to financial reporting and operations objectives.

	Sample
	Items selected from a population to reach a conclusion about the population as a whole.  (Compare with nonrepresentative selection.)

	Sampling
	The application of audit procedures to fewer than all items composing a population to reach a conclusion about the entire population. The auditor selects sample items in such a way that the sample and its results are expected to be representative of the population. Each item has an opportunity to be selected, and the results of the procedures performed are projected to the entire population.



	Sampling interval
	An amount between two consecutive sample items in a systematic sample.  The sampling interval is determined by dividing the number of items in the population by the desired number of selections. When used in the context of a systematic sample used to select items for monetary-unit sampling (MUS), it is the tolerable misstatement divided by the statistical risk factor.



	Sampling risk
	The risk that the auditor’s conclusion based on a sample might differ from the conclusion that would be reached by applying the test in the same way to the entire population. For tests of controls, sampling risk is the risk of assessing control risk either too low or too high. For substantive testing, sampling risk is the risk of incorrect acceptance or the risk of incorrect rejection.



	Sampling strata 
	Two or more mutually exclusive subdivisions of a population defined in such a way that each element in the population can belong to only one subdivision or stratum.



	Sampling unit
	Any of the individual elements, as defined by the auditor, that constitute the population.



	Sequential sampling
	A sampling plan for which the sample is selected in several steps, with each step conditional on the results of the previous steps.



	Specific control evaluation (SCE)
	Evaluating the effectiveness of specific control activities in achieving the control objectives. This process is documented on the SCE worksheet.




	Standard General Ledger (SGL)
	A uniform chart of accounts and guidance for standardizing U.S. federal accounting. Composed of five major sections: (1) chart of accounts, (2) accounts  and descriptions, (3) account transactions, (4) SGL attributes, and (5) SGL crosswalks to standard external reports. Prescribed by the Department of the Treasury in its Treasury Financial Manual.



	Standard General Ledger (SGL) at the transaction   level
	One of the three requirements of FFMIA.  Implementing the SGL at the transaction level means that transactions are recorded in full compliance with the SGL Chart of Account’s descriptions and posting models/attributes that demonstrate how the SGL is to be used for recording transactions of the federal government accounting process; reports produced by the systems provide financial information, whether used internally or externally, that can be traced directly to the SGL accounts; and transactions from feeder systems, which may be summarized and interfaced into the core financial system’s general ledger, are posted following SGL requirements. 



	Statistical sampling
	Audit sampling that uses the laws of probability for selecting and evaluating a sample from a population for the purpose of reaching a conclusion about the population.



	Stewardship information
	Required supplementary stewardship information includes stewardship investments that are substantial investments made by the federal government for the benefit of the nation but are not physical assets owned by the federal government. When incurred, they are treated as expenses in determining the net cost of operations. Such investments should be measured in terms of expenses incurred for: (1) federally-financed but not federally-owned physical property (non-federal physical property), (2) certain education and training programs (human capital), and (3) federally-financed research and development (research and development). Non-federal physical property investments are expenses incurred by the reporting entity for the purchase, construction, or major renovation of physical property owned by state and local governments. Human capital investments are expenses incurred to increase or maintain national economic productivity capacity and to produce outputs and outcomes that provide evidence of maintaining or increasing national productive capacity. (The definition excludes education and training expenses for federal civilian and military personnel.) Research and development investments are expenses incurred to support the search for new or refined knowledge and ideas and for the application or use of such knowledge and ideas for developing new or improved products and processes, with the expectation of maintaining or increasing national economic productive capacity or yielding other future benefits. 



	Stratified random sample
	A sample design by first classifying the population into several strata and then taking a random sample from each stratum.



	Substantive analytical procedures
	Analytical procedures used as substantive tests.



	Substantive audit assurance
	The auditor’s judgment about the probability that all substantive tests of an assertion will detect aggregate misstatements that exceed materiality. Not the same as confidence level.




	Substantive procedures or tests
	Specific procedures, including substantive analytical procedures and substantive detail tests, performed to determine whether assertions are materially misstated and to form an opinion about whether the financial statements are presented fairly in accordance with U.S. GAAP.



	Suitable criteria
	In agreed upon procedures engagements or other attestation engagement engagements, standards for acceptability which have the attributes of objectivity, measurability, completeness, and relevance.



	Supplemental analytical procedures
	Analytical procedures to increase the auditor’s understanding of account balances and transactions when detail tests are used as the sole source of sub​stan​tive assurance.



	Systematic sampling
	A method of selecting a sample in which every nth item is selected from a random start.



	Test materiality
	Former term, now see tolerable misstatement.



	Tolerable misstatement
	The materiality the auditor uses to test a specific line item, account balance or class of transactions. Tolerable misstatement is defined in AU 312 as the maximum error in a population that the auditor is willing to accept.


	Tolerable rate
	The maximum population rate of deviations from a prescribed con​trol that the auditor will tolerate without modifying the planned assigned level of control risk. For tests of compliance with laws and regulations, the tolerable rate is the maximum rate of noncompliance that could exist in the population without causing the auditor to believe the noncompliance rate is too high. (In statistical terms, margin or bound of error.)

	Trading partner code
	Assigned by the U.S. Department of the Treasury, trading partner codes are used to facilitate the preparation of the Financial Report of the United States Government.

	Trading partners
	Federal entities that request or provide transactions and transfers between federal entities. 

	Transfers
	Shifting of all or part of the budget authority in one appropriation or fund account to another. Entities may transfer budget authority only as specifically authorized by law. For accounting purposes, the nature of the transfer determines whether the transaction is treated as an expenditure or a nonexpenditure transfer. 



	Treasury Financial Manual (TFM)
	The Treasury Financial Manual (TFM) is Treasury’s official publication for financial accounting and reporting of all receipts and disbursements of the federal government. It provides policies, procedures, and instructions for federal departments, agencies, Federal Reserve Banks, and other concerned parties to follow in carrying out their fiscal responsibilities.



	U.S. generally accepted 
accounting principles
(U.S. GAAP)
	The U.S. accounting principles that are promulgated by a standard setter approved by the AICPA. AU 411 contains the hierarchy of accounting standards for financial statements of federal government entities, The standards issued by FASAB are the first level of the hierarchy. For government corporations and certain other entities, the standards issued by FASB are the first level of the hierarchy.



	Universe
	See population.



	User controls
	Controls that are performed by people interacting with IS controls. The effectiveness of user controls typically depend on the accuracy of the information produced by the IS controls.


	Walk-throughs
	Audit procedures to help the auditor understand the design of controls and whether they have been implemented. They may also provide some evidence of control effectiveness. Walk-throughs of financial reporting controls include tracing one or more transactions from initiation, through all processing, to inclusion in the general ledger; observing the processing and applicable controls in operation; making inquiries of personnel applying the controls; and examining related documents.



	
	


	
	OTHER GLOSSARIES



	NOTE 1
	The Federal Information System Controls Audit Manual (FISCAM), contains a glossary of information systems terms, (see GAO/AIMD-12.19.6, January 1999), and is currently under revision.



	NOTE 2
	A Glossary of Terms Used in the Federal Budget Process, contains additional terms and definitions.

(See GAO-05-734SP, September 2005).


	NOTE 3
	The AICPA, Audit Sampling Guide, contains a glossary of terms.








July 2001
GAO/PCIE Financial Audit Manual
Page 220-1

July 2001
GAO/PCIE Financial Audit Manual
Page 220-2
July 2008
GAO/PCIE Financial Audit Manual
Glossary-1

