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Chapter 7: Audit Sampling 
Additions to Topics 
1. Topic: Tolerable Misstatement and Tolerable Rate of Deviation 

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. 

Correct-Incorrect Questions 
i. When statistical sampling is used to select a sample, sample need not be representative 

because the statistical sampling takes care of the representation. 
Incorrect: Whatever may be the approach non-statistical or statistical sampling, the sample 
must be representative. This means that it must be closely similar to the whole population 
although not necessarily exactly the same. The sample must be large enough to provide 
statistically meaningful results. 

ii. Stratified Sampling is used for homogeneous population. 
Incorrect: Stratified sampling is used when the population is diversified i.e., heterogeneous. 
The population is divided into sub population having similar characteristics. Sample are then 
chosen from these sub populations which are called as Stratum. Therefore, stratified sampling 
is not useful in case of homogeneous population. 

iii. Non statistical sampling is considered to be more scientific than the statistical sampling. 
Incorrect: Statistical sampling uses scientific method of choosing samples from a given 
population. The use of probability theory is involved in statistical sampling so that every 
sampling unit has an equal chance of getting selected. In the non-statistical sampling, 
auditors’ judgment and past experience is used to choose samples without any scientific 
method. 

iv. In case of Statistical sampling, auditor’s bias in choosing sample is involved. 
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Incorrect: Statistical sampling uses scientific method choosing samples from a given 
population. The use of probability theory is involved in statistical sampling so that every 
sampling unit has an equal chance of getting selected. In the non-statistical sampling, 
auditor’s judgment and past experience is used to choose samples without and scientific 
method. Hence, personal bias is involved in Non-statistical sampling and not Statistical. 

v. In stratified sampling, the conclusion drawn on each stratum can be directly projected to the 
whole population. 
Incorrect: In case of stratified sampling, the conclusions are drawn on the stratum. The 
combination of all the conclusions on stratum together will be used to determine the possible 
effect of misstatement or deviation. Hence the samples are used to derive conclusion only on 
the respective stratum from where they are drawn and not the whole population. 

vi. Low acceptable sampling risk requires larger sample size. 
Correct: Sampling risk arises from possibility that the auditor’s conclusion based upon sample 
may be different from conclusion that would have been reached if same audit procedures 
were applied on the entire population. If acceptable sampling risk is low, large sample size 
is needed. 

Theoretical Questions 
i. What precautions should be taken by the auditor while applying test check techniques? 

Hint: Thorough study of accounting system before adopting sampling, Proper study of 
internal control systems, Consideration of areas which are not suitable for sampling (E.g., 
compliance with statutory provisions, transactions of unusual nature etc.), proper planning 
for Sampling methods to be used and explaining the staff, proper classification of 
transactions and balances, appropriate determination of Sample size, sample should be 
chosen in unbiased way, proper analysis of errors in sample. 

ii. Explain the factors to be considered while determining the extent of checking on a sampling 
plan. 
Hint: Size of the organisation, state of internal control, adequacy and reliability of books 
and records, tolerable error range and degree of desired confidence. 

 

 
 


