
Acronyms: 

2. SR - Significant risks

4. OE - Operating effectiveness of controls

ISA 315 (Revised) Identifying and Assessing the Risks of Material Misstatement 

1. COTABD - Classes of transactions, account
balances or disclosures

3. RSPA - Risks of material misstatement for which
substantive procedures alone do not provide
sufficient appropriate audit evidence

Para. 25A(a)

Identified risks of 
material missttatement 
at the assertion level  

Audit 
responses

ISA 330

Through the performance of risk assessment procedures, obtain an understanding of: 

Entity and its 
environment

Applicable financial 
reporting framework

Entity's system of 
internal control

Para. 23(a) Para's 23(b) & 24 Para's 25–44

Assess inherent risk

by assessing 
likelihood and 

magnitude 

Responses to risks of material misstatement in accordance with ISA 330. For example: 

(1) Para. 5: Overall responses at the financial statement level
(2) Para. 6: Further audit procedures responsive at the assertion level
(3) Para. 7: In designing further audit procedures, consider the reasons given. 
(4) Para. 8: Tests of controls to address RSPA 
(5) Para. 15 and 21: Responses related to SR 
(6) Para. 18: Substantive procedures for material COTABD 

Para. 48

Identify material but 
not significant 

COTABD
(i.e. no relevant 

assertion) 

Para. 52(a)

Assess control risk

• Plan to test OE:

• Do not plan to test OE:

Para. 50
Standback

Para. 52(b)

Evaluate the nature 
and extent of their 
pervasive effect on 

the financial 
statements to provide 

a basis for overall
response

Para. 47(b)

Significant

risks *
Other 

assessed risks of 
material 

misstatement 

RSPA *

Para's 17‒22

Identified risks of material misstatement 
at the financial statement level 

Refer to a separate 
flowchart for the 

detail 
understanding of 

the entity's system 
of internal control

Para. 45(a) Para. 45(b)

Para. 49 Para. 51

Identify risks of material misstatement

Para. 45

→ Control risk at maximum

→ Control risk less than    

Professional Judgment and Professional Skepticism 

In
h

er
en

t 
R

is
k 

F
ac

to
rs

D
o

cu
m

en
tatio

n
(IS

A
 230 and P

ara. 54 of IS
A

 315 (R
evised))

Determine significant COTABD 
and their relevant assertions*

Para. 46

Notes:

* The determination of significant COTABD, SR and RSPA, in particular, affect the the 
required understanding of the entity's system of internal control. 

**The risk assessment process is a dynamic and iterative process of gathering, updating and 
analyzing information and continues throughout the audit.
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