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Path of Formation about Material Misstatement
Risks of Financial Statements

WANG Li', FENG Yuting', LIU Hongfen’, PUWeiguo’

(1. School of Economic Management, Jiangsu University of Science and technology, Zhenjiang 212003, China; 2. Jiangsu
Suyajincheng Accounting Firm, Zhenjiang 212003, China;3. Zhenjiang Tongtai Accounting Firm, Zhenjiang 212003, China)

Abstract; The material misstatement risk is a core procedure of the modern risk — based audit. Subject to the theory and prac-
tice, there is a complicated relationship among factors that impact material misstatement risk, which results in the inefficient
application of modern risk — based audit pattern in the most local accounting firms. By using the SEM, this article describes
the developing of the complicated risks and analyzes the interaction between them. The result shows that not all factors have a
direct effect on the material misstatement risks.

Key Words: material misstatement risks of financial statements; SEM ; risk-oriented audit; overal risk assessment; risk fac-

tors; risk events; corporate governance; certified public accountants
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