Reporting Phase

595 C - Uncorrected Misstatements and Adjusting Entries

595 C - Uncorrected Misstatements and Adjusting Entries
.01 As discussed in FAM 540.04, the auditor should accumulate known and likely misstatements identified by the auditor during the audit but not yet corrected by the entity. The auditor may do this on a Schedule of Uncorrected Misstatements that includes related adjusting entries. Because the entity is responsible for its financial statements, as discussed in FAM 540.07-.08, management has to decide which misstatements to correct in the financial statements and which amounts will remain uncorrected misstatements. The auditor should communicate misstatements to those charged with governance.
Schedule of Uncorrected Misstatements
.02 The auditor generally should include the effect of uncorrected misstatements on the entity’s financial statements, and provide the related adjusting entries to entity management. Because this information follows the entity’s financial statements, the specific line items may differ for each entity. See example 1 in this section for a Schedule of Uncorrected Misstatements. 

.03 The auditor should list all uncorrected misstatements other than those below a trivial
 or deminimus amount (see FAM 540.04). The auditor may include those that will be corrected by the entity. The auditor should also include any misstatements identified by the entity and brought to the auditor’s attention (after the auditor is satisfied they are misstatements) that have not been corrected in the financial statements. 

.04 The auditor should also include the effect of uncorrected misstatements from the prior year on the current year’s financial statements (the carryover effect) or note that there were none. 
.05 The auditor generally should include in the related adjusting entries information as follows: 
(1)  Reference to an adjustment number or documentation reference.
(2)   Whether or not management has agreed to record the adjustment in its financial statements (after discussion with management as discussed in FAM 595 C.06). 

(3)   Whether the misstatement is either known or likely. 
(4)   Whether the misstatement is the carryover effect from a prior year (PY) or a misstatement identified in the current year (CY).
(5)   Description of the adjustment. 
(6)   Indication of whether each account affected is a federal intragovernmental (F) or a nonfederal public account (N). 
(7)   Standard general ledger account number and account description. 
(8)   Amount of the debit and credit. 
(9)   Line items affected in the entity’s financial statements.  For entities required to submit misstatements for use in the preparation and audit of the U.S. government’s Consolidated Financial Statements (CFS), the auditor generally should indicate the CFS line item affected. 
See example 1 in this FAM section.

Discuss Uncorrected Misstatements with Management
.06 The auditor must communicate known and likely misstatements identified during the audit to the appropriate level of management as required AU 312. The auditor should request management to correct all known misstatements. The auditor should also request management to investigate likely misstatements as discussed in FAM 540.07-.08. If management investigates and challenges assumptions or methods used in developing an estimate for likely misstatements, the auditor should reevaluate the misstatement and determine whether to perform additional audit procedures. The auditor should document discussions with management on misstatements and any additional audit procedures performed on likely misstatements.
In example 1 of this section, adjustment #6 is a material misstatement of $10 million on a base of $400 million of earned revenue or 2.5 percent that management should record in the financial statements to obtain an unqualified opinion. 
.07 If management declines to correct all misstatements to the financial statements, the auditor generally should use the Schedule of Uncorrected Misstatements to create a new Summary of Uncorrected Misstatements for any uncorrected misstatements as indicated in Example 2 of this FAM section. The example summary includes a last column of final account balances to assist the auditor in calculating, evaluating, and concluding the effect of uncorrected misstatements on the final financial statements. In example 2, management has declined to correct misstatements #1-5 in the financial statements as immaterial.
.08 If management corrects the misstatement, the auditor generally should transfer the misstatement to a Summary of Misstatements Corrected as indicated in example 3 of this FAM section. In example 3, management has agreed to correct misstatement #6 in the financial statements as material.
.09 The auditor should attach the Summary of Uncorrected Misstatements without the auditor’s calculations, evaluation, and conclusion (or a listing of uncorrected misstatements if the number and amount of the misstatements are insignificant) to the management representation letter as discussed in FAM 1001.
Communication with Those Charged with Governance

.010 The auditor should communicate with those charged with governance uncorrected misstatements and material misstatements corrected as a result of audit procedures (AU 380). The auditor may communicate uncorrected misstatements to those charged with governance by using the Summary of Uncorrected Misstatements (without the auditor’s calculations, evaluation, or conclusion) in example 2 and the Summary of Misstatements Corrected in example 3. The auditor may also encourage those charged with governance to ask management why the misstatements were not corrected.  
.011 The auditor also may communicate other corrected immaterial misstatements, such as frequently recurring immaterial misstatements that may indicate a particular bias in the preparation of the financial statements. An example would be recurring cutoff errors for liabilities at yearend. 
.012 If there are a large number of small uncorrected misstatements, the auditor may communicate the number and overall monetary effect of the misstatements, rather than the details of each individual misstatement. The auditor should also communicate with those charged with governance the effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or disclosures, and the financial statements as a whole. 
.013 The auditor should discuss with those charged with governance the implications of management’s failure to correct known and likely misstatements, considering qualitative as well as quantitative considerations, including possible implications in relation to future financial statements.
Final Evaluation 
.014 The auditor should evaluate the effect of the uncorrected misstatements in relation to final materiality (FAM 530), and determine whether the financial statements taken as a whole are materially misstated from a quantitative or qualitative viewpoint.
.015 The auditor should also conclude (in consultation with the reviewer as discussed in FAM 540.04) as to the adequacy of the scope of procedures performed in light of the total uncorrected misstatements identified above.  
	Example 1- Schedule of Uncorrected Misstatements (before discussion with management)
	

	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	  (Dollars in thousands)
	 
	Known Misstatements
	Likely Misstatements
	 

	  Note:  The line items presented
	 
	 
	
	 
	                 (includes Known Misstatements)
	 

	  are a mirror of those in the 
	 
	 
	
	 
	 
	
	 
	Account

	  entity's financial statements.
	 
	 
	
	  Net
	 
	
	  Net
	balance

	 
	Adjustment
	
	
	 Debit
	 
	
	 Debit
	document

	
	Number 
	   Debit  
	(Credit)        
	(Credit)
	   Debit     
	(Credit)        
	(Credit)
	reference

	
	 
	 
	
	 
	 
	
	 
	 

	  Assets
	 
	 
	
	 
	 
	
	 
	 

	  Intragovernmental –
	 
	 
	
	 
	 
	
	 
	  [The auditor would 

	    Fund balance with Treasury
	6
	 
	($10,000)
	($10,000)
	 
	($10,000)
	($10,000)
	   reference the

	    Accounts receivable, net
	5
	 
	                           (25)
	                  (25)
	 
	                  (25)
	                   (25)
	   account balances

	  Loans receivable, net 
	4,3
	 
	              (175)
	                (175)
	 
	                (525)
	                 (525)
	   to the appropriate

	  PPE, net
	2
	 
	              (120)
	                (120)
	 
	                (120)
	                 (120)
	  audit document

	  Inventory 
	 
	 
	
	 
	 
	
	 
	  (for example, the

	  Total assets
	 
	 
	
	($10,320)
	      
	
	($10,670)
	   trial balance)].

	 
	 
	 
	
	 
	                                       
	
	 
	 

	  Liabilities
	 
	 
	
	 
	 
	
	 
	 

	  Accounts payable-nonfederal public
	1
	 
	              (230)
	($230)
	 
	                (230)
	($230)
	 

	  Other liabilities
	 
	 
	
	 
	 
	
	 
	 

	  Total liabilities
	 
	 
	
	(230)
	 
	
	(230)
	 

	 
	 
	 
	
	 
	 
	
	 
	 

	  Net Position
	 
	 
	
	 
	 
	
	 
	 

	  Unexpended appropriations
	 
	 
	
	 
	 
	
	 
	 

	  Net current year (surplus) deficit
	1-6
	$10,550 
	
	             10,550 
	$10,900 
	
	               10,900 
	 

	  Total net position
	 
	 
	
	             10,550 
	 
	
	               10,900 
	 

	 
	 
	 
	
	 
	 
	
	 
	 

	  Total liabilities and net position
	 
	 
	
	$10,320 
	 
	
	$10,670 
	 

	 
	 
	 
	
	 
	 
	
	 
	 

	  Total Uncorrected Misstatements
	 
	$10,550 
	($10,550)
	 
	$10,900 
	($10,900)
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


	Example 1- Schedule of Uncorrected Misstatements (before discussion with management)
	

	
	
	
	
	
	
	
	
	

	 
	 
	
	
	 

	  (Dollars in thousands)
	 
	Known Misstatements
	Likely Misstatements
	 

	 
	 
	
	
	 
	                (includes Known Misstatements)
	 

	 
	 
	 
	
	 
	
	
	 
	Account

	 
	 
	 
	
	  Net
	 
	
	  Net
	balance

	 
	Adjustment
	
	
	 Debit
	 
	
	 Debit
	document

	
	Number 
	   Debit     
	(Credit)        
	(Credit)
	   Debit    
	(Credit)        
	(Credit)
	reference

	 
	 
	 
	
	 
	 
	
	 
	 

	  Net cost of operations:
	 
	 
	
	 
	 
	
	 
	  [The auditor would 

	  Program A:
	 
	
	
	 
	
	
	
	  reference the

	  Gross cost- nonfederal public
	1
	$230
	
	$230 
	$230 
	
	$230 
	   account balances

	 
	2
	                 120 
	
	                  120 
	                  120 
	
	120 
	  to the appropriate

	  Less: earned revenue
	 
	 
	
	 
	 
	
	 
	   audit document

	  Net cost Program A
	 
	 
	
	 
	 
	
	 
	  (for example, the

	 
	 
	 
	
	 
	 
	
	 
	   trial balance)].

	  Program B
	 
	
	
	
	 
	
	 
	 

	  Gross cost-nonfederal public
	3
	 
	
	 
	350 
	
	350 
	 

	 
	4
	175 
	
	175 
	175 
	
	175 
	 

	  Gross cost- Intragovernmental
	5
	                   25 
	
	                    25 
	                    25 
	
	                      25 
	 

	  Less: earned Revenue
	6
	            10,000 
	
	             10,000 
	             10,000 
	
	               10,000 
	 

	  Net cost Program B
	 
	 
	
	 
	 
	
	 
	 

	 
	 
	 
	
	 
	 
	
	 
	 

	  Total net cost of operations
	 
	$10,550 
	
	$10,550 
	$10,900 
	
	$10,900 
	

	 
	 
	 
	
	 
	 
	
	 
	 

	
	
	 
	
	
	 
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	
	


Example 1 – Adjusting Entries to Correct Misstatements (before discussion with management)
	 
	 
	 
	 
	 
	Federal 
	 
	 
	($ thousands)
	Corresponding

	 
	 
	Known 
	Prior Year (PY)
	 
	Governmental (F)
	SGL 
	 
	 
	 
	U.S.

	 
	Management
	or
	or
	 
	or
	Account
	SGL
	 
	 
	Government's

	Adj #
	will record?
	Likely?
	Current Year (CY) 
	Description
	Nonfederal

Public (N)
	Number
	Description
	Debit
	Credit
	CFS Line Item

	1
	
	Known 
	CY
	To accrue accounts Payable for Program A.
	N
	6100
	Operating Expenses
	$230 
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	Program Costs
	 
	 
	 

	 
	 
	 
	 
	 
	N
	2110
	Accounts Payable
	 
	$230 
	Accounts Payable

	2
	
	Known 
	CY
	To correct errors in calculating depreciation expense in Program A. 
	N
	6710
	Depreciation Expense
	$120 
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	Property, Plant, and Equipment, net

	 
	 
	 
	 
	
	N
	1739
	Accumulated 
	 
	 
	

	 
	 
	 
	 
	 
	 
	 
	Depreciation- Buildings
	 
	$120 
	

	3
	
	Likely
	CY
	To Increase loan bad debt expense-       Program B. 
	N
	6720
	Bad Debt Expense
	$350 
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	
	N
	1359
	Allowance for Loans
	 
	 
	Loans

	 
	 
	 
	 
	 
	 
	 
	Receivable 
	 
	$350 
	Receivable, Net

	4
	
	Known 
	CY
	To Increase loan bad debt expense-       Program B. 
	N
	6720
	Bad Debt Expense
	$175 
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	
	N
	1359
	Allowance for Loans
	 
	 
	Loans

	 
	 
	 
	 
	 
	 
	 
	Receivable 
	 
	$175 
	Receivable, Net

	5
	o
	Known 
	CY
	 
	F
	6720
	Bad Debt Expense
	$25 
	 
	Gross Costs

	 
	 
	 
	 
	To Increase loan bad debt expense-       Program B. 
	 
	 
	 
	 
	 
	Intragovernmental

	 
	 
	 
	 
	
	 
	 
	Allowance For 
	 
	 
	amounts are 

	 
	 
	 
	 
	
	F
	1319
	Accounts Receivable
	 
	$25 
	eliminated in

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	consolidation.

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	6
	
	Known 
	CY
	To reconcile FBWT for receipts after cutoff date. 
	N
	5100
	Earned Revenue- 
	$10,000 
	 
	FBWT 

	 
	 
	 
	 
	
	 
	 
	Program B
	 
	 
	eliminates in

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	consolidation

	 
	 
	 
	 
	 
	F
	1010
	FBWT
	 
	$10,000 
	 


Example 2 – Summary of Uncorrected Misstatements (after discussion with management)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	  (Dollars in thousands)
	 
	Known Misstatements
	Likely Misstatements
	 
	 

	 
	 
	 
	
	 
	              (includes Known Misstatements)
	 
	 

	  Note:  The line items presented
	 
	 
	
	 
	 
	
	 
	Account
	Account

	  are a mirror of those in the 
	 
	 
	
	  Net
	 
	
	  Net
	balance
	balance

	  entity's financial statements.
	Adjustment
	
	
	 Debit
	 
	
	 Debit
	document
	debit

	
	Number 
	   Debit  
	(Credit)        
	(Credit)
	   Debit     
	(Credit)        
	(Credit)
	reference
	(credit)

	
	 
	 
	
	 
	 
	
	 
	 
	 

	  Assets
	 
	 
	
	 
	
	
	 
	 
	 

	  Intragovernmental –
	 
	 
	
	 
	 
	
	 
	  [The auditor would 
	 

	    Fund balance with Treasury
	 
	 
	
	 
	 
	
	 
	  reference the
	$22,000 

	    Accounts receivable, net
	5
	 
	($25)
	($25)
	 
	($25)
	($25)
	   account balances
	10,000

	  Loans receivable, net
	4,3
	 
	        (175)
	          (175)
	 
	          (525)
	                   (525)
	   to the appropriate
	80,000

	  PPE, net
	2
	 
	        (120)
	          (120)
	 
	          (120)
	                   (120)
	  audit document
	120,000

	  Inventory 
	 
	 
	
	 
	 
	
	 
	  (for example, the
	60,000

	 
	 
	 
	
	 
	 
	
	 
	   final trial balance)].
	 

	  Total assets
	 
	 
	
	($320)
	      
	
	($670)
	 
	$292,000 

	 
	 
	 
	
	 
	                                       
	
	 
	 
	 

	  Liabilities
	 
	 
	
	 
	 
	
	 
	 
	 

	  Accounts payable-nonfederal public
	1
	 
	        (230)
	($230)
	 
	          (230)
	($230)
	 
	($75,000)

	  Other liabilities
	 
	 
	
	 
	 
	
	 
	 
	           (85,000)

	  Total liabilities
	 
	 
	
	(230)
	 
	
	(230)
	 
	(160,000)

	 
	 
	 
	
	 
	 
	
	 
	 
	 

	  Net Position
	 
	 
	
	 
	 
	
	 
	 
	 

	  Unexpended appropriations
	 
	 
	
	 
	    
	
	 
	 
	           (22,000)

	  Net current year (surplus) deficit
	1-5
	$550 
	
	             550 
	$900 
	
	                     900 
	 
	         (110,000)

	  Total net position
	 
	 
	
	             550 
	 
	
	                     900 
	 
	         (132,000)

	 
	 
	 
	
	 
	 
	
	 
	 
	 

	  Total liabilities and net position
	 
	 
	
	$320 
	 
	
	$670 
	 
	($292,000)

	 
	 
	 
	
	 
	 
	
	 
	 
	 

	Total Uncorrected Misstatements 
	 
	$550 
	($550)
	 
	$900 
	($900)
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Example 2 – Summary of Uncorrected Misstatements (after discussions with management)
	 
	 
	
	
	 
	 

	  (Dollars in thousands)
	 
	Known Misstatements
	Likely Misstatements
	 
	 

	 
	 
	
	
	 
	           (includes Known Misstatements)
	 
	 

	 
	 
	 
	
	 
	 
	
	 
	Account
	Account

	 
	 
	 
	
	  Net
	 
	
	  Net
	balance
	balance

	 
	Adjustment
	
	
	 Debit
	 
	
	 Debit
	document
	debit

	
	Number 
	   Debit     
	(Credit)          
	(Credit)
	   Debit    
	(Credit)        
	(Credit)
	reference
	(credit)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	  Net cost of operations:
	 
	 
	
	 
	 
	
	 
	  [The auditor would 
	 

	  Program A:
	 
	
	
	 
	
	
	
	  reference the
	 

	  Gross cost- nonfederal public
	1
	$230 
	
	$230 
	$230 
	
	$230 
	   account balances
	$235,000 

	 
	2
	120 
	
	             120 
	            120 
	
	120 
	   to the appropriate
	 

	  Less: earned revenue
	 
	 
	
	 
	 
	
	 
	  audit document
	(245,000)

	  Net cost Program A
	 
	 
	
	 
	 
	
	 
	  (for example, the
	(10,000)

	 
	 
	 
	
	 
	 
	
	 
	   final trial balance)].
	 

	  Program B
	 
	
	
	 
	
	
	
	 
	 

	  Gross cost-nonfederal public
	3
	 
	
	 
	350
	
	350
	 
	           145,000 

	 
	4
	175 
	
	175 
	175
	
	175
	 
	 

	  Gross cost- Intragovernmental
	5
	25 
	
	25 
	25 
	
	25 
	 
	20,000 

	 
	 
	 
	
	 
	 
	
	 
	 
	 

	  Less: earned Revenue
	 
	 
	
	 
	 
	
	 
	 
	(180,000)

	  Net cost Program B
	 
	 
	
	 
	 
	
	 
	 
	(15,000)

	 
	 
	 
	
	 
	 
	
	 
	 
	 

	  Total net cost of operations 
	 
	$550 
	
	$550 
	$900 
	
	$900 
	 
	($25,000)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	We discussed the Summary of Uncorrected Misstatements with Joe Jones, CFO and Sandra Hawkins, COO on 11/1/XX.  We encouraged them to  make adjustments for all the known misstatements and investigate the likely misstatement.  They corrected misstatement #6 in the financial statements because they believed it was material. There were no uncorrected misstatements for the prior year.  They concluded that the other misstatements were not material, but that after the audit they would consider whether internal control needed strengthening in these areas.  On 11/4/xx we discussed misstatements with the Agency’s Executive Committee, including Agency head Jane Green.  The Executive Committee agreed with the actions taken by management.                                                                                             

	Conclusion :  Uncorrected likely (including known) misstatements of $900,000 is only .2% of operating expenses (i.e. gross cost of $400 million) – our materiality base and far from final materiality of $12 million. In addition, we have obtained sufficient appropriate audit evidence to conclude that there is an acceptably low risk that likely misstatement plus an allowance for further misstatement would be material. 


Note: In this example, only the balance sheet and net cost misstatements are presented. Generally, the effect on all entity statements are presented.
Example 2 – Adjusting Entries to Correct Misstatements (after discussion with management)
	 
	 
	 
	 
	 
	Federal 
	 
	 
	($ thousands)
	Corresponding

	 
	 
	Known 
	Prior Year (PY)
	 
	Governmental (F)
	SGL 
	 
	 
	 
	U.S.

	 
	Management
	or
	or
	 
	or
	Account
	SGL
	 
	 
	Government's

	Adj #
	will record?
	Likely?
	Current Year (CY) 
	Description
	Nonfederal Public (N)
	Number
	Description
	Debit
	Credit
	CFS Line Item

	1
	No
	Known 
	CY
	To accrue accounts Payable for Program A.
	N
	6100
	Operating Expenses
	$230
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	Program Costs
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	Accounts 

	 
	 
	 
	 
	 
	N
	2110
	Accounts Payable
	 
	$230
	Payable

	2
	No
	Known 
	CY
	To correct errors in calculating depreciation expense in Program A. 
	N
	6710
	Depreciation Expense
	$120
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	Property, Plant, and Equipment, net

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	

	 
	 
	 
	 
	
	N
	1739
	Accumulated 
	 
	 
	

	 
	 
	 
	 
	 
	 
	
	Depreciation- Buildings
	 
	$120
	

	3
	No
	Likely
	CY
	To Increase loan bad debt expense-       Program B. 
	N
	6720
	Bad Debt Expense
	$350
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	
	N
	1359
	Allowance for Loans
	 
	 
	Loans

	 
	 
	 
	 
	 
	 
	 
	Receivable 
	 
	$350
	Receivable, Net

	4
	No
	Known 
	CY
	To Increase loan bad debt expense-       Program B. 
	N
	6720
	Bad Debt Expense
	$175
	 
	Gross Costs

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	
	N
	1359
	Allowance for Loans
	 
	 
	Loans

	 
	 
	 
	 
	 
	 
	 
	Receivable 
	 
	$175
	Receivable, Net

	5
	No
	Known 
	CY
	 
	F
	6720
	Bad Debt Expense
	$25
	 
	Gross Costs

	 
	 
	 
	 
	To Increase loan bad debt expense-       Program B. 
	 
	 
	 
	 
	 
	Intragovernmental

	 
	 
	 
	 
	
	 
	 
	
	 
	 
	amounts are 

	 
	 
	 
	 
	
	F
	1319
	Allowance For 
	 
	
	eliminated in

	 
	 
	 
	 
	 
	 
	 
	Accounts Receivable
	 
	$25
	consolidation.

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Example 3 – Summary of Corrected Misstatements (after discussion with management)

	 
	 
	 
	 
	 
	Federal 
	 
	 
	($ thousands)
	Corresponding

	 
	 
	Known 
	Prior Year (PY)
	 
	Governmental (F)
	SGL 
	 
	 
	 
	U.S.

	 
	Management
	or
	or
	 
	or
	Account
	SGL
	 
	 
	Government's

	Adj #
	will record?
	Likely?
	Current Year (CY) 
	Description
	Nonfederal Public (N)
	Number
	Description
	Debit
	Credit
	CFS Line Item

	
	
	
	
	
	
	
	
	
	
	

	6
	Yes
	Known 
	CY
	To reconcile FBWT for receipts after cutoff date. 
	N
	5100
	Earned Revenue- 
	$10,000
	 
	 

	 
	 
	 
	 
	
	 
	 
	Program B
	 
	 
	FBWT 

	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	eliminates in

	 
	 
	 
	 
	 
	F
	1010
	FBWT
	 
	$10,000
	consolidation

	
	
	
	
	
	
	
	
	
	
	


� Matters that are “trivial” are amounts designated by the auditor below which misstatements do not need to be accumulated. This amount is set so that any such misstatements, either individually or when aggregated with all other misstatements, would not be material to the financial statements, after the possibility of further undetected misstatements is considered.
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