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SA-530 (R) 

 

 

Q.1. What is Audit sampling? 

"Audit sampling" means the application of Audit 

procedures to less than 100% of the items within an 

account balance or class of transactions to enable the 

Auditor to obtain and evaluate Audit evidence about 

some characteristic of the items selected in order to 

form or assist in forming a conclusion concerning the 

population. 

Q.2. Define the following terms 

 Population  

The entire set of data from which a sample is 

selected and about which the auditor wishes to 

draw conclusions 

 Non-sampling risk  
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The risk that the auditor reaches an erroneous 

conclusion for any reason not related to sampling 

risk. 

 Anomaly  

A misstatement or deviation that is demonstrably 

not representative of misstatements or deviations 

in a population. 

 Sampling unit  

The individual items constituting a population. 

 Statistical sampling  

 An approach to sampling that has the following 

characteristics:  

 Random selection of the sample items; and   

 The use of probability theory to evaluate 

sample results, including measurement of 

sampling risk. A sampling approach that does 

not have characteristics (i) and (ii) is considered 

non-statistical sampling. 

 Stratification  

The process of dividing a population into sub-

populations, each of which is a group of sampling 
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units which have similar characteristics (often 

monetary value). 

 Tolerable misstatement  

A monetary amount set by the auditor in respect 

of which the auditor seeks to obtain an 

appropriate level of assurance that the monetary 

amount set by the auditor is not exceeded by the 

actual misstatement in the population. 

 Tolerable rate of deviation  

A rate of deviation from prescribed internal 

control procedures set by the auditor in respect of 

which the auditor seeks to obtain an appropriate 

level of assurance that the rate of deviation set by 

the auditor is not exceeded by the actual rate of 

deviation in the population. 

Q.3. What are the steps involved in Audit 

sampling? 

Step-1 Designing of Sample  

When designing an Audit sample, the Auditor shall 

consider the purpose of the Audit procedure and the 

characteristics of the population from which the 
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sample will be drawn. If population is uneven 

stratification kind of techniques will be required for 

random selection. 

Step-2 Determining the sample size 

The Auditor shall determine a sample size sufficient to 

reduce sampling risk to an acceptably low level. 

Sample size will be depending on the degree of 

Sampling risk, Tolerable Misstatement range of the 

Auditor and expected error. More the sampling risk 

and expected errors are bigger shall be the sample size 

and vis a vis. More the tolerable Misstatement range 

of the Auditor lesser will be the sample size and vis a 

vis. Here tolerable Misstatement means a monetary 

amount set by the Auditor in respect of which the 

Auditor seeks to obtain an appropriate level of 

assurance that the monetary amount set by the 

Auditor is not exceeded by the actual Misstatement in 

the population. 

Step-3 Selection of items to the sample 

The Auditor shall select items for the sample in such a 

way that each sampling unit in the population has a 

chance of selection. There are three commonly used 

methods for selection of sample  
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 Haphazard selection,  

 Random Selection,  

 Systematic random selection. 

Step-4 Performing Audit Procedures on selected 

sample  

The Auditor shall perform Audit procedures, 

appropriate to the purpose, on each item selected. 

Step -5 Analysis of nature and cause of deviations and 

misstatements if identified 

The Auditor shall investigate the nature and cause of 

any deviations or Misstatements identified, and 

evaluate their possible effect on the purpose of the 

Audit procedure and on other areas of the Audit. In 

the extremely rare circumstances, when the Auditor 

considers a Misstatement or deviation discovered in a 

sample to be an anomaly, the Auditor shall obtain a 

high degree of certainty that such Misstatement or 

deviation is not representative of the population. 

Step-6 projecting misstatements 

For tests of details, the Auditor shall project 

misstatements found in the sample to the population. 
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Step-7 Evaluating results of Audit sampling  

The Auditor shall evaluate: 

 The results of the sample; and 

 Whether the use of Audit sampling has provided a 

reasonable basis for conclusions about the 

population that has been tested. 

Q.4. What is Sampling Risk and what its type? 

According to SA-530, Sampling risk refers to the risk 

that the Auditor's conclusion based on a sample may 

be different from the conclusion if the entire 

population were subjected to the same Audit 

procedure.  

Sampling risk can lead to 2 types of Erroneous 

conclusions: 

 In the case of a Test of controls, that controls are 

more effective than they actually are, or in the 

case of a test of details, that a Material 

Misstatement does not exist when in fact it does. 

The Auditor is primarily concerned with this type 

of Erroneous conclusion because it affects Audit 
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effectiveness and is more likely to lead to an 

inappropriate Audit Opinion. 

 In the case of a Test of controls, that controls are 

less effective than they actually are, or in the case 

of a test of details, that a material Misstatement 

exists when in fact it does not. This type of 

erroneous conclusion affects Audit efficiency, as it 

would usually lead to additional work to establish 

that initial conclusions were incorrect. 
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THIS SA IN EXAM 

Q.5. The auditor should select sample items in 

such a way that the sample can be 

expected to be representative of the 

population. Comment.   (May 17/5 Marks) 

As per SA 530, “Audit Sampling”, the auditor should 

select sample items in such a way that the sample can 

be expected to be representative of the population. 

This requires that all items in the population have an 

opportunity of being selected. There are two major 

methods in which the size of the sample and the  

selection  of individual items of the sample are 

determined. These methods are statistical and non- 

statistical sampling. 

 Statistical sampling: This is a method of audit 

testing which is more scientific than testing based 

entirely on the auditor’s own judgment because 

it involves use of mathematical laws of 

probability in determining the appropriate sample 

size  in varying circumstances. With statistical 

sampling, sample items are selected in a way that 
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each sampling unit has a known probability of 

being selected. 

 Non-statistical sampling: With non-statistical 

sampling, judgment is used to select sample items. 

Because the purpose of sampling is to provide a 

reasonable basis for the auditor to draw 

conclusions about the population from which the 

sample  is selected, it is important that the 

auditor selects a representative sample, so that 

bias is avoided, by choosing sample items which 

have characteristics typical of the population. 

Q.6. Describe the principal method of design 

of the samples and its evaluation.     

           (May 17/4 Marks)  

Principal Method of Design of Samples: As per SA 530 

“Audit Sampling”, when designing an audit sample, 

the auditor’s consideration includes the specific 

purpose to be achieved and  the  combination of 

audit  procedures that is likely to  best achieve  that 

purpose. 

In designing an audit sample, the auditor has to 

consider the following: 
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 Audit objectives – What is the objective of audit 

will lead the design of sample for example if 

control for related party is to be checked then 

sample must be designed for such objective and 

items shall be related party transactions. 

 Population – The population is the entire set of 

data from which the auditor wishes to sample in 

order to reach a conclusion. The auditor 

determines that the population from which he 

draws the sample is appropriate for the specific 

audit objective. In continuing the above example 

auditor shall select the sample only from the 

population of transaction of repalted parties and 

there must not be any other trasantion in the 

population.. 

 Confidence level – The reliability referred to is 

unusually termed the confidence level. More 

precisely, in an auditing context, it is the 

mathematical probability that the misstatement 

rate in the sample will not differ from the error 

rate in the population by more than a stated 

amount. 
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Precision – The precision may be defined with which 

we can describe the attributes of a given population. 

Evaluating Results of Audit Sampling: The auditor shall 

evaluate- 

 The results of the sample; and 

 Whether the use of audit sampling has provided a 

reasonable basis for conclusions about the 

population that has been tested. 

 If the auditor concludes that audit sampling has 

not provided a reasonable basis for conclusions 

about the population that has been tested, the 

auditor may: 

 Request management to investigate misstatements 

that have been identified and the potential for 

further misstatements and to make any necessary 

adjustments; or 

 Tailor the nature, timing and extent of those 

further audit procedures to best achieve the 

required assurance. 
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Q.7. Write short notes on Statistical and Non-

Statistical sampling      (May 12, 4 Marks) 

Audit Sampling means the Application of Audit 

procedures to less than 100% of items within a 

population of Audit relevance such that all sampling 

units have a chance of selection in order to provide 

the Auditor with a reasonable basis on which to draw 

conclusions about the entire population.  

As per SA 530, “Audit Sampling”, 

There are 2 major methods in which the size of the 

sample and the selection of individual items of the 

sample are determined.  

These methods are Statistical and Non-statistical 

sampling. 

 Statistical Sampling: This is a method of Audit 

testing which is more scientific than testing based 

entirely on the Auditor's own judgment because it 

involves use of mathematical laws of probability in 

determining the appropriate sample size in varying 

circumstances. Statistical sampling has reasonably 

wide application where a population to be tested 

consists of a large number of similar items and 

more in the case of transactions involving 
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compliance testing, debtors' confirmation, payroll 

checking, vouching of invoices and petty cash 

vouchers. 

 Non-statistical Sampling: Under this method, the 

sample size and its composition are determined on 

the basis of the personal experience and 

knowledge of the Auditor. This method has been 

in common application for many years because of 

its simplicity in operation. Traditionally, the 

Auditor on the basis of his personal experience will 

determine the size of the sample and express it in 

terms that number of pages or personal accounts 

in the purchases or sales ledger to be checked. For 

example, March, June & September may be 

selected in year one and different months would 

be selected in the next year. An attempt would be 

made to avoid establishing a pattern of selection 

year after year to maintain an element of surprise 

as to what the Auditor is going to check. It is a 

common practice to check large number of items 

towards the close of the year so that the adequacy 

of cut-off procedures can also be determined. 
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Q.8. While planning the Audit of S Ltd. you 

want to apply Sampling Techniques. What 

are the risk factors you should keep in 

mind?         (May 10/ 4 Marks) 

As per SA-530, “Audit Sampling”, Sampling risk is the 

risk that the Auditor's conclusion based on a sample 

may be different from the conclusion if the entire 

population were subjected to the same Audit 

procedure.  

Sampling risk can lead to two types of erroneous 

conclusions, which are: 

 In the case of a test of controls, that controls are 

more effective than they actually are, or in the 

case of tests of details, that a material 

Misstatement does not exist when in fact it does. 

The Auditor is primary concerned with this type of 

erroneous conclusion because it affects Audit 

effectiveness and is more likely to lead to an 

inappropriate Audit opinion. 

 In the case of test of controls, the controls are less 

effective than they actually are, or in the case of 

test of details, that a material misstatements exists 

when in fact it does not. This type of erroneous 
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affects Audit efficiency, as it would usually lead to 

additional work to establish that initial conclusions 

were incorrect. 
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