Meanin j of Sampyin j

Audit  Samplin 9 Yefers to appgication of audit procedure to LeSS tham
hund¥ed percemt of the popudation

o Sampilim 9 mUSt be dome m Such a way that every itew wmuSt have equal
chance of Sedection

5 audit S‘“"’Pﬂ””j provideS a reaSomable baSiS t0 the auditor to draw
comcgusion about the entire popufation £rom which Sample 1S Sedected

«  Qicoitanon d.i Traditonal APbroach

—  Traditiomay approach of auditim 9 was ecomomicaddy wastefud:

—  Im traditiomay approach, ags the tramsactions were cheched amd tAhiS
approach was imefficiemt time, comSumin j amd costey

—> € routime errors amd £rayds have dimimiShed due to forwey imtermed
cont¥ods

- A4S0, Youtime chechim ki oftem doeS Mot ¥Yevead wate¥ind iSSyeS

RISA based audit approach
- moderm aydit approach focuSeS om primcipges amd comtrods

1t has Yeduced mom-comsejuentiad routime checkimg
It a4LowS audikor 0 focus om area of igh YISk amd tmportamce
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Population

Example: If an auditor aims to test the existence and accuracy of sales transactions
for a company during the financial year 2022-23, the population would be all sales
transactions recorded by the company in that period.

Sampling Unit

Example: In the context of the above population, a sampling unit could be an
individual sales invoice. Each invoice represents a single unit within the overall
population of sales transactions that the auditor might select for testing.
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Characteristics

Appropriateness

e Appropriate means the population from which the samples are drawn shall be
relevant for the specific objective. Auditor will choose the sample and test it and

then will project the results on the entire population.

e Appropriateness will include consideration of the direction of testing.

e For example, if the auditor’s objective is to test for overstatement of accounts
payable, the population could be defined as the accounts payable listing.

O o Reasoning: If the auditor wants to see if liabilities have been recorded too

high, they look directly at the liabilities themselves the accounts payable. By
examining the entries in the accounts payable listing, the auditor can check if
each liability is valid and accurate, ensuring no overstatement.

e On the other hand, when testing for understatement of accounts payable, the
population is not the accounts payable listing but rather subsequent
disbursements, unpaid invoices, suppliers’ statements, unmatched receiving
reports or other populations that provide audit evidence of understatement of
accounts payable;

Reasoning: When testing for understatement, the auditor looks for liabilities that should have been recorded but weren't. The
accounts payable listing won't show these missing liabilities because it only includes what has already been recorded.

Instead, by examining payments made after the year-end, unpaid invoices, and other documents, the auditor can find



Sampling Process

1. Sample Design

N

Sample Size

3. Sample Selection

4. Audit Procedures

5. Nature and Cause of Deviation

6. Projecting

7. Evaluating Results of Audit



Sample Design

While designing an audit sample auditor should consider the

@® purpose of audit procedure and

@ characteristic of population from which the sample will be drawn
e The auditor first considers

O the specific objectives to be achieved and

O the combination of audit procedures which is likely to best achieve those
objectives.

e Auditor has to clearly define what will be considered as a misstatement. It will help
the auditor in projecting the misstatement in the population.

O For example - In a test of details relating to the existence of accounts
receivable, such as confirmation, payments made by the customer before the
confirmation date but received shortly after that date by the client, are not
considered a misstatement.



e Assessment of characteristic of population in Tests of Controls

O Involves estimating the expected Rate of deviation based on control design
and implementation.

e Assessment of characteristic of populationTests of Details
O Involves estimating the expected amount of error in the population.
O Influences the decision on examination extent; high expected errors may
warrant 100% examination or large sample size.
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pe¥ fOrmim 9 aydit proceduyres

o Appropriate audit proceSS (ror Imvemtory vaguatiom amd exiStemce phySical imspectiom, documemtation review,
recomcigiation with ded ger's, Vaduation assesSmemt, amalytical procedures) Shoutd be performed om the Samples
Sefected:

o If aydit procedure 1S mot applicable for a Sefected Ttew, perform audit procedureS om
Yepgacement item

* If umble £0 apply dedi j’")eo’. aydit procedure or Suitable aftermatiVe procedureS t¥eat that item
as deviation or ™S

e ImVeStl ja-te_ mature amd cauySe of deviatiom or ™S

Natyre amd caySe of deviatiom amd miSStatement

* ImVeStiqate mature amd cauSe of deviatiom amd misstatement idemtified
* Evaguate poSSible effect
* om purpoSe of audit procedure
* on other areaS of t.he audit
* Im caSe of amomaly
o obtaim i j«&\ de gree Of certaimty by obtaimin g Se that Such ™S or deviation 1S mot
YepreSemtative of the popudation
s Amomaly
© ™S or deviation that IS demomstrably mot FYepreSemtative of MS or deviatiom in a
popuation

rrojectm MS

e To obtaim a broad View of Scade of ™S

. Pa’ojectio'n ™y mot be Sufficiemt o0 determime amd amount 0 be ¥eco¥ded: The auditor
¥eco j’n‘i%es that whide profection provideS a broad View, it wight mot accuratedy reflect the precice
amount of wisStatement 0 be Yecorded im the Fimanciad Staements

*© Amomagy may be excluded when profectin g misstatement to popusation

* Effect of amomaly If umcor¥ected meedS to be comSidered im addition to other
misStatements

. Pa’ojectio'n of deviatiom 1S mot meceSSary im caSe of teSt of comtrod

* Sample AiViSion rate wild be the profect division rate for poputation as a whole

Evaduatin 9 YeSudtsS of auydit Sampdin
Evaguate ¥eSudtsS and determime whether audit Samplim 9 provided ¥eaSomabge basSIS for
imcdusion about the poputation that haS beem teSted
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Non_sStatistica] Samplin
o so:mFu—na a{>{>roack tﬁ.ut does mot Aave characteristics on random

Sejection and. does mot-yse krob&bllita tMort'

Sample Si3e and the samples ave determined on the basis oJ,; persoma]

experience amnd kﬂwj_edzae o} the auditor

TAis approack 1S Simple

The sample 'mat' mot be trye vepresentative of the population
Attempt 1S made to avold esto.bﬂslq'na pattern

Element of Surprise 1S maintained

It 1S & common proctice to checR lavrge muymber of ttems townrds the
close o} the aea.r to check the cutiodd procedures and olSo becayse

o} the reason thot aear end tramsSactions are prome +o Lizak YisR o}

miS Stoatement

Problems witkh momn_sStotistical] Sﬁ"ﬂFU’hz

It 1s mefEker: sclentifle mor objective

nefther samﬂrrsa YiSR, mor the oleraree ok condidence can be coleylote
Pro Jec‘bio’n 'matl mot be 05 @Gecurate as £ wos i Statistiea) Samwplin
The sample will berfess dedensible because of lacR of mathematical
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