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ISA 315 
Identifying and Assessing the Risks of Material 

Misstatement  
Through Understanding the Entity and Its Environment  

is one of the ISAs redrafted by the IAASB as part 

of its Clarity Project. 
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IAASB Clarity Project 

In serving the public interest, the International Auditing and Assurance 

Standards Board (IAASB) sets high-quality international auditing and 

assurance standards.  

The IAASB recognizes that standards need to be: 

–  Understandable,  

– clear, and  

– capable of consistent application.  

These aspects of clarity serve to enhance the quality and uniformity of 

practice worldwide. 
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The Journey So Far 
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The Way Forward 
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خطاء الجوهرية 
أ
 البيانات المالية خالية من ال

 ما هي الأخطاء ؟
 وما هي الجوهرية؟
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What is 

Materialit

y in 

Audit? 

Objective 
8.  The objective of the auditor is to apply the concept of materiality 

appropriately in planning and performing the audit. 

 

Definition 

9.  For purposes of the ISAs. performance materiality means the 

amount or amounts set by the auditor at less than materiality for 

the financial statements as a whole to reduce to an appropriately 

low level the probability that the aggregate of uncorrected and 

undetected misstatements exceeds materiality for the financial 

statements as a whole. If applicable, performance materiality also 

refers to the amount or amounts set by the auditor at less than the 

materiality level or levels for particular classes of transactions, 

account balances or disclosures. 
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Documenting Materiality- ISA 320 

Documentation 

The auditor shall include in the audit documentation the following 

amounts and the factors considered in their determination*: 

(a)  Materiality for the financial statements as a whole: 

(b) If applicable, the materiality level or levels for particular 

classes of transactions, account balances or disclosures. 

(c)  Performance materiality, and 

(d)  Any revision of (a)-(c)as the audit progressed. 

 * ISA 230. "Audit Documentation." paragraphs 8-11, and A6. 
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What is a 'misstatement‘   الأخطــــاء? 

 

The term 'misstatement' is not defined in ISA 315,  

but in ISA 450, Evaluation of Misstatements Identified During the 

Audit, which contains this definition:  

'a difference between the amount, classification, presentation or disclosure of a 

reported financial statement item and the amount, classification, presentation or 

disclosure that is required for the item to be in accordance with the applicable 

financial reporting framework. 

 A tolerable misstatement is the amount by which a financial statement line item 

can differ from its true amount without impacting the fair presentation of the entire 

financial statements.  

The concept is used by auditors when designing audit procedures to examine the 

financial statements of a client. 
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Misstatements can arise from fraud or 

error.’  

In other words, a misstatement arises where there is a 

difference between the reported figures, and what is 

expected to be reported in order for the financial 

statements to be fairly presented  

(or show a true and fair view).  

What is a 'misstatement‘   الأخطــــاء? 
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What is a 'misstatement'? 
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ISA 315 Requirements from Auditor 

Discuss the susceptibility of the entity's financial statements to 

material misstatement, and that the engagement partner 

determines which matters are to be communicated to the rest 

of the audit team.  

 

The Discussion should place emphasis on any indicators that 

the financial statements may be at risk of material misstatement 

due to fraud. (ISA 240.15) This discussion, and the significant 

decisions reached must be documented. 
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 Includes conforming amendments to other ISAs –  conforming amendments to 
approved ISA 540 (Revised) posted in August 2018 

 Comments close November 2, 2018 

 

Project objectives: 

 To establish a more appropriate risk assessment, including a focus on scalability 

 To deal with rapidly changing business and audit environment (technology) 

 To enhance the application of professional skepticism when performing risk 
assessment procedures 

 To clarify the nature and extent of the auditor's understanding of internal control 

 Development of non-authoritative guidance / tools to support implementation (as 
appropriate) 

ISA 315 (Revised) Exposure Draft (ED-315) 

Approved in June 2018: 
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 This International Standard on Auditing (ISA) deals with the 

auditor’s responsibilities relating to accounting estimates, 

including fair value accounting estimates, and related 

disclosures in an audit of financial statements. Specifically, it 

expands on how ISA 3151 and ISA 3302 and other relevant 

ISAs are to be applied in relation to accounting estimates. It 

also includes requirements and guidance on misstatements of 

individual accounting estimates, and indicators of possible 

management bias.  

ISA 540 - Auditing Accounting Estimates, Including Fair Value 

Accounting Estimates, And Related Disclosures  
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Iterative nature of standard 

 ISAs are written in linear manner - many aspects of ED-315 interconnected and 

often performed by auditors in an iterative manner 

• Firms may have different approaches - for example, the order in which risks 

of material misstatement, the significant classes of transactions, account 

balances or disclosures, a relevant assertions are identified. 

 

New introductory paragraphs provide a summary of the flow of the standard also 

highlighting its iterative nature  

 

Flowcharts have been developed as guidance for the flow of the standard - IAASB 

website 

 

What Should I Know 
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ISA 315 (Revised) - Overall 
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Key Enhancements 
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1981الصادر عام  4665المرسوم رقم   
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An applicable financial 

reporting framework is 

the set of rules used as 

guidelines in the 

preparation of financial 

statements. The 

framework used is 

typically based on the 

type of business and 

where it is located, as 

well as the applicable 

laws 



Page 27  |  Confidential  

SA 315 (Revised) - Understanding the Entity's System  

of Internal Control 
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D& I = Design & Implementation 

SA 315 (Revised) - Understanding the Entity's System  

of Internal Control 
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CE=Ctrl Env 

RA= Risk Assess 

M= Monitoring 

IS= Information 

System 

CA= Control Activity 

GITC= General IT 

Controls 

SA 315 (Revised) - Understanding the Entity's System  

of Internal Control 
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ISA 315 (Revised) - Identifying and Assessing Risks of 

Material Misstatement 
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A 315 (Revised) - Significant Risks 

Significant risk definition 
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SA 315 (Revised) - Identifying and Assessing Risks of 

 Material Misstatement 



Page 41  |  Confidential  

What else is new or revised? 
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Other Matters 



 المطلوب من السادة الخبراء

وهي المرة الأولى . يشجعكم مجلس النقابة القيام بدراسة المعيار والتعديلات المقترحة عليه•
 .التي يقوم مجلس النقابة بطرح إحصاء لمعرفة رأيكم في التعديلات المقترحة حول المعايير

يرجى ارسال الآراء  315لمن يرغب في ابداء رأيه بالتعديلات المقترحة على المعيار رقم •
 :الالكترونيبواسطة البريد 

vicepresident@lacpa.org.lb   

 هشام المكمل الأستاذ 

 25/10/2018قبل وذلك 

كما يرجى توجيه طلبات الاستفهام أو للمساعدة في الحصول على النصّ الرسمي باللغة •
 .315الإنكليزية الجديد للمعيار رقم 

mailto:vicepresident@lacpa.org.lb--


THANK YOU 

 

Any Questions???  



www.lacpa.org.lb   

http://www.lacpa.org.lb/

