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INHERENT RISK FACTORS: 

1. Prior audit history indicates little or no adjustment required. 
2. Prior audit history indicates significant adjustments. 
3. Personnel recording transactions are competent and have been performing duties for 

several years. 
4. New personnel/poorly trained personnel. 
5. Transactions are relatively simple to record. 
6. Transactions require significant calculations prior to recording. 
7. Relatively few transactions. 
8. Significant accounting estimates required. 
9. Low susceptibility to misappropriation. 
10. Highly susceptible to misappropriation. 
11. Relatively immaterial. 
12. Complexity of matters likely to result in misstatement. 
13. Stable transaction activity. 
14. High fluctuation in timing of activity. 
15. Low potential for omitted activity. 
16. High potential for omitted activity. 
17. Prior audits included insignificant findings or no findings. 
18. Prior audits included significant findings. 

COMBINED RISK ASSESSMENT AND ALLOWABLE DETECTION RISK: 
  CONTROL RISK  

INHERENT RISK  MAXIMUM MODERATE LOW  
  HIGH  High Moderate Low Combined risk  
  MODERATE  Moderate Low Low of material 
  LOW  Low Low Low misstatement 
     (RMM) 

 

COMBINED RISK    

OF MATERIAL  ALLOWABLE  
MISSTATEMENT 
(RMM) 

 DETECTION RISK  

  HIGH  Low 
Moderate 

High 

 
  MODERATE   
  LOW   
      

ARE THERE ANY SIGNIFICANT DEFICIENCIES OR MATERIAL WEAKNESSES KNOWN AT 

THE TIME OF PLANNING THAT MAY AFFECT THE PLANNED AUDIT APPROACH? 

       YES          NO 

If Yes, document the account balance or class of transaction affected and explain 
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