ISA 330:	THE AUDITOR’S RESPONSE TO ASSESSED RISKS



Objective 

The objective of the auditor is to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatement, through designing and implementing appropriate responses to those risks. 


Definitions 

For purposes of the ISA, the following terms have the meanings attributed below: 

· Substantive procedure – An audit procedure designed to detect material misstatements at the assertion level. Substantive procedures comprise: 
· Tests of details (of classes of transactions, account balances, and disclosures); and 
· Substantive analytical procedures. 

· Test of controls – An audit procedure designed to evaluate the operating effectiveness of controls in preventing, or detecting and correcting, material misstatements at the assertion level. 



REQUIREMENTS
 
Overall Responses 

The auditor shall design and implement overall responses to address the assessed risks of material misstatement at the financial statement level.






Audit Procedures Responsive to the Assessed Risks of Material Misstatement at the Assertion Level 


· The auditor shall design and perform further audit procedures whose nature, timing, and extent are based on and are responsive to the assessed risks of material misstatement at the assertion level.  

· In designing the further audit procedures to be performed, the auditor shall: 
· Consider the reasons for the assessment given to the risk of material misstatement at the assertion level for each class of transactions, account balance, and disclosure, including: 

(i) The likelihood of material misstatement due to the particular characteristics of the relevant class of transactions, account balance, or disclosure (that is, the inherent risk); and 

(ii) Whether the risk assessment takes account of relevant controls (that is, the control risk), thereby requiring the auditor to obtain audit evidence to determine whether the controls are operating effectively 

· Obtain more persuasive audit evidence the higher the auditor’s assessment of risk.  


Tests of Controls 


· The auditor shall design and perform tests of controls to obtain sufficient appropriate audit evidence as to the operating effectiveness of relevant controls if: 

· The auditor’s assessment of risks of material misstatement at the assertion level includes an expectation that the controls are operating effectively 

· Substantive procedures alone cannot provide sufficient appropriate audit evidence at the assertion level.  

· In designing and performing tests of controls, the auditor shall obtain more persuasive audit evidence the greater the reliance the auditor places on the effectiveness of a control.  
Nature and Extent of Tests of Controls 


· In designing and performing tests of controls, the auditor shall: 
· Perform other audit procedures in combination with inquiry to obtain audit evidence about the operating effectiveness of the controls, including: 
(i) How the controls were applied at relevant times during the period under audit; 
(ii) The consistency with which they were applied; and 
(iii) By whom or by what means they were applied. 


Timing of Tests of Controls 


· The auditor shall test controls for the particular time, or throughout the period, for which the auditor intends to rely on those controls, in order to provide an appropriate basis for the auditor’s intended reliance. 

· If the auditor obtains audit evidence about the operating effectiveness of controls during an interim period, the auditor shall: 
· Obtain audit evidence about significant changes to those controls subsequent to the interim period
· Determine the additional audit evidence to be obtained for the remaining period. 
 

Substantive Procedures 

· Irrespective of the assessed risks of material misstatement, the auditor shall design and perform substantive procedures for each material class of transactions, account balance, and disclosure.  

· The auditor shall consider whether external confirmation procedures are to be performed as substantive audit procedures.  






Substantive Procedures Responsive to Significant Risks 


If the auditor has determined that an assessed risk of material misstatement at the assertion level is a significant risk, the auditor shall perform substantive procedures that are specifically responsive to that risk. 


Adequacy of Presentation and Disclosure 


The auditor shall perform audit procedures to evaluate whether the overall presentation of the financial statements, including the related disclosures, is in accordance with the applicable financial reporting framework.  


Evaluating the Sufficiency and Appropriateness of Audit Evidence 


· Based on the audit procedures performed and the audit evidence obtained, the auditor shall evaluate before the conclusion of the audit whether the assessments of the risks of material misstatement at the assertion level remain appropriate.  

· The auditor shall conclude whether sufficient appropriate audit evidence has been obtained. In forming an opinion, the auditor shall consider all relevant audit evidence, regardless of whether it appears to corroborate or to contradict the assertions in the financial statements. 

· If the auditor has not obtained sufficient appropriate audit evidence as to a material financial statement assertion, the auditor shall attempt to obtain further audit evidence. If the auditor is unable to obtain sufficient appropriate audit evidence, the auditor shall express a qualified opinion or disclaim an opinion on the financial statements. 





