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SAS #39, ‘AUDIT SAMPLING” 

I. INTRODUCTION 

A. Sampling is the application of an audit procedure to less than 100 % of the items under review for the purpose of evaluating some characteristic. 

B. General Approaches (Either can provide sufficient evidential matter) 

1. Nonstatistical samnling (judgmental sampling) 

2. Statistical sampling 

a. Helps design an efficient sample, considering risk and tolerable misstatement in quantifiable form. 

b. Helps measure sufficiency and completeness of evidential matter. 

c. Helps evaluate sample results. 

C. Uncertainty in sampling is justified by the relationship between:
 
1. Cost/time required to examine all data. 

2. Adverse consequences of possible erroneous decisions. 

D. Sufficiency of evidential matter relates to: 

1. Design of sample. 
2. Size of sample. 

E. Efficiency of a sample relates to design; it is more efficient if its objectives can be achieved with a smaller size. 
F. Evaluation of the Sample 

1. Relates only to the likelihood that monetary misstatements and deviations are proportionately included in the sample. 
2. Not affected by choice of non-statistical or statistical sampling sample selection. 
II. DEFINITIONS

A. Sampling Risk - Arises from the possibility that the sample will not be representative of the population as a whole. It involves:

1. The risk of incorrect acceptance - In substantive testing, e sample supports the conclusion that the recorded account balances are not materially misstated when, in fact, they are.

2. The risk of incorrect rejection - In substantive testing, the sample supports the conclusion that the recorded account balances are materially misstated hen, in fact, they are not.

3. The risk of assessing control risk too low (former term - “risk of over-reliance) - In performing tests of control, the risk that the assessed level of 

control risk based on the sample is less than the true operating effectiveness of the control.

(In essence, this is the risk that the sample supports the auditors planned control risk when, in fact, the true occurrence rate does not justify such an assessed level of control risk.)

4. The risk of assessing control risk too high (former term - ‘risk of underreliance”). In performing tests of control, the risk that the assessed level of c4ntrol risk based on the sample is greater than the true operating effectiveness of the control.

B. Non-sampling Risk - Includes all risks that are not due to sampling and includes selection of inappropriate audit procedures relative to the objective sought and failure to recognize errors.

C. Audit Risk - Deals with sampling and non-sampling risk. It is a product of the risk that material errors will occur and the risk that they will not be detected in the course of the audit. (NOTE: Effective internal control reduces the first risk; substantive tests reduce the second.)
III. STATISTICAL SAMPLING TECHNIQUES

SAMPLING PLANS (Used to estimate characteristics of the population)

A. Acceptance Sampling - Rejection or acceptance of a population in accordance with a stipulated tolerable rate specified by the auditor at a predetermined level o risk. This plan involves the study of a given sample. If more than a certain number of errors are f und in this sample, then the population must be rejected and the entire population would have t be examined. Does not provide answers in aggregate or average dollar values. Used primarily for tests of controls with internal control.

B. Discovery Sampling - It is a method of selecting a sample and achieving reasonable assurance, at a prescribed level of risk, of disclosure by the sample of at least o e error if the actual rate of occurrence is equal to or greater than the maximum rate (critical rate) that can be tolerated. If no errors are found, the auditor has achieved reasonable assurance that the actual rate of occurrence is less than the critical rate. Therefore, a prime purpose of discovery sampling is to detect manipulations or frauds. Discovery sampling is a special form of attribute sampling dealing with critical errors and fraud.

C. Estimation Sampling - Allows the auditor to make quantitative estimates of selected characteristics from sample data. Used to estimate population variables (i.e., dollar values) or population attributes (error rates).

1. Variable sampling - permits the auditor to determine an aggregate dollar amount of accounting data within prescribed ranges of tolerable misstatement and sampling risk. Variable sampling permits quantification of accounting data and yields an answer in dollars. Thus, the method is sometimes called “dollar-value estimation.” Used for substantive testing.

2. Attribute sampling - permits the auditor to estimate the rate f occurrence of certain attributes (characteristics) desired in a population within prescribed ranges of tolerable rate and sampling risk. Examples of the attributes desired are sampling for the number of errors in a population or estimating the number of sales invoices with totals of less than $100. Generally, this method is used to determine error rates that are related to the performance of tasks; e.g., the use of incorrect inventory prices. Used for tests of control.
IV. FOUR BASIC METHODS FOR SELECTING THE SAMPLE

A. Random Selection - Also called probability selection; selection is n each item in the population has an equal probability of being include table of random numbers may be used.

B. Systematic Sample - Involves the drawing of every ‘nth” item from determined by dividing the number of items in the population. A random start is used. 

C. Cluster Selection - The population is broken down into subgroups; This method is not used frequently.
D. Stratified Sample - The population is ‘stratified” (segregated).
V. PROJECTING AND EVALUATING SAMPLE RESULTS

A. Ratio - Used when the dollar amount of misstatements is expected to be proportional on the relationship between the total audited value of sample items and book values.

B. Difference - Used when the dollar amount of misstatements is expected to be disproportional. Based on the average difference between audited and book values.
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CHECKLIST FOR APPLYING STATISTICAL SAMPLING

1. Decide when statistical sampling is appropriate in an audit; i.e., the ii ed to determine characteristics of the population without a 100-percent examination.

2. In developing the sampling approach or plan, consider internal control, and the type and importance of the data.

            A. Specify tolerable misstatement or tolerable rate.

B. Assess risk.

C. Tabulate sample size.

3. Select the sample using a selection technique.

4. Evaluate the audit evidence obtained from the sample. Did the sample results provide adequate estimates to serve as the bas s for measuring and judging the population under review? 

5. Apply the evaluation in the audit.

6. Document the sampling process in the work papers

