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Research on Grey Relational Analysis in the Application of the

Material Misstatement Risk Assessment
GU Xiao’an, LI Yi

Abstract: The factors of the material misstatement risk are complicated ,how to evaluate the specific areas of the risk, the level
of the risk in specific area and the level of the overall risk are three of the core and difficulty in modern risk-based audit. First-
ly, build a comprehensive evaluation index system of material misstatement risk. And then, introduce the grey relational anal-
ysis evaluation model to determine the weight and rank of each risk factor more objectively and accurately. Finally, conclude
the specific area and comprehensive evaluation value, so as to provide the basis of the allocation of audit resources for CPA in
single or different enterprises.

Key Words: modern risk-based audit; material misstatement risk assessment; grey relational analysis; audit risk assessment;

auditing of CPA; auditing resources allocation
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