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 ■ Providing more supervision.

 ■ Incorporating additional elements of unpredictability in the selection of audit procedures to be 
performed.

When the risks relate to a single assertion or set of assertions for the same business process or 
account, the auditor should consider the entity’s internal controls. As will be discussed in Chapter 6, the 
auditor needs to consider the design and operation of controls within a business process to determine 
if they prevent, or detect and correct, misstatements. If the controls are properly designed, and the 
auditor intends to rely on those controls, the auditor will test the operating effectiveness of the controls. 
Depending on the operating effectiveness of the entity’s controls, the auditor will design and perform 
substantive procedures directed at the potential misstatements that may result from the identified risks.

As part of the risk assessment process, the auditor should determine which of the risks identified 
require special audit consideration. Such risks are referred to as significant risks. The auditor uses 
professional judgement to determine which risks are significant, and uses that judgement to determine 
whether the nature of the risk, the likely magnitude of the potential misstatement including the 
possibility that the risk may give rise to multiple misstatements, and the likelihood of the risk occurring 
are such that they require special audit consideration. Examples of the types of items that may result in 
significant risks include:

 ■ Assertions identified with fraud risk factors.

 ■ Non-routine or unsystematically processed transactions.

Figure 4–3 The Process of Assessing the Risk of Material Misstatement to the Design and 
Performance of Audit Procedures 
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