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Objective: The present study aims to propose a strategic and causal
model of audit materiality in Iran's financial market.

Methodology: This study is applied in purpose and descriptive-
analytical in nature. It employs a qualitative approach. The statistical
population includes three groups: certified accountants, university
professors, and active auditors. Using the snowball sampling method and
achieving theoretical saturation, 11 individuals were selected. The data
collection tool was a semi-structured interview derived from theoretical
foundations. The analysis was conducted using grounded theory.
Findings: The findings of this study are explained in two categories:
strategic and causal factors. The strategic factors include attention to the
elements and nature of financial statements, specialization in auditing,
expanding standards, and fully aligning financial statements with the
benchmark of accounting standards. Additionally, based on the study's
findings, the main causal categories identified are determining the
materiality level based on the selected criteria (usually expressed as a
percentage), the basis of choices and decisions (interpreted as a
description of applied judgment), ethical and behavioral characteristics
of the auditor, and compliance or non-compliance with financial laws,
regulations, and bylaws.

Conclusion: This study, by presenting a strategic and causal model,
demonstrated that audit materiality in Iran's financial market is
influenced by factors such as specialization, standard alignment, and
auditors' behavioral traits. These findings can contribute to improving
audit judgments and financial reporting.
Keywords: Audit materiality, Iran's financial
judgment, financial reporting

market, auditors'
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EXTENDED ABSTRACT
Introduction

The concept of audit materiality holds a pivotal position in the financial reporting and auditing
process, acting as a benchmark for the judgment of auditors. Materiality defines the threshold above which
misstatements or omissions in financial statements may influence the economic decisions of users. It has
been noted that an auditor's assessment of materiality may vary between the planning stage and the
evaluation of audit results due to changing conditions or increased auditor understanding during the audit
process (Chu et al., 2024). Historically, the roots of auditing services can be traced back to ancient Athens,
where systematic evaluations were performed to ensure financial accountability. Over the centuries, the
demand for auditing services grew, especially during the industrial revolution, when businesses began to
expand and required financial transparency (Tahiri & Afsai, 2021).

In Iran, the legal framework for auditing was established in the early 20th century, gradually
evolving to address the complexities of modern financial systems. The introduction of the Certified
Accountants Law in 1993 marked a significant milestone, providing a formal structure for auditing
practices and emphasizing the importance of aligning with national and international standards (Jamai &
Rostamian, 2016). Despite these advancements, challenges persist, particularly in adapting international
accounting and auditing standards to Iran's unique economic and regulatory environment. This
necessitates the development of a strategic and causal model tailored to Iran's financial market.

Methodology

This qualitative study employs a grounded theory approach to develop a strategic and causal model
for audit materiality in Iran's financial market. The research population comprises certified accountants,
university professors, and active auditors. A snowball sampling method was used to select 11 participants,
achieving theoretical saturation. Data were collected through semi-structured interviews based on
theoretical foundations. Open coding, axial coding, and selective coding techniques were applied to
identify causal and strategic factors. Two major paradigmatic categories—causal and strategic factors—
were identified, with several subcategories for each. The analysis was conducted systematically to ensure
the reliability and validity of findings.

Findings

The findings are presented in two main categories: causal and strategic factors.
o Causal Factors: These include elements such as:

1. Judgment Basis: The subjective nature of auditors’ professional judgment, including their
ethical and behavioral traits.

2. Compliance with Regulations: Adherence or non-adherence to financial laws and bylaws.

3. Criteria for Materiality Level: This is often expressed as a percentage and directly
impacts the audit process.

4. Characteristics of Financial Statements: This includes the inherent risks and complexity
of financial items.
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For example, the qualitative findings indicated that auditors often adjust the materiality threshold
based on their understanding of financial statement risks and client-specific factors, highlighting the
critical role of professional skepticism.

o Strategic Factors: These include:
1. Standardization and Alignment: Expanding and aligning financial reporting with
accounting standards.
2. Specialization in Auditing: Enhancing auditors' expertise, especially in complex or
industry-specific domains.
3. Comprehensive Disclosure Practices: Encouraging detailed and transparent reporting of
financial data.

The findings also emphasized that materiality judgments are context-specific, influenced by

industry characteristics, transaction types, and economic environments.

Discussion and Conclusion

The study underscores the necessity of a nuanced approach to audit materiality, tailored to Iran's
financial market. Materiality decisions require a balance between quantitative thresholds and qualitative
considerations. Auditors must evaluate the significance of financial statement items while remaining
vigilant about potential misstatements that could mislead users.

Strategically, the alignment of financial reporting practices with both national and international
standards is crucial for ensuring consistency and transparency. Enhancing auditors' expertise through
targeted training programs can further improve the quality of judgments. The adoption of a standardized
yet flexible materiality model will allow auditors to adapt their approach to diverse industries and
organizational contexts.

The research highlights that ethical considerations and professional skepticism are central to
effective auditing. Auditors' ability to remain unbiased and objective significantly influences the
credibility of financial reporting. As financial markets grow increasingly complex, auditors must leverage
advanced tools and methodologies to refine their materiality assessments.

In conclusion, the proposed strategic and causal model provides a comprehensive framework for
understanding and improving materiality judgments in Iran's financial market. By addressing both
systemic and individual factors, the model aims to enhance the reliability and relevance of financial
reporting, fostering greater trust among stakeholders. This research contributes to the existing literature
by offering insights into the interplay of causal and strategic factors, paving the way for more effective
auditing practices.
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