Testing Phase

495 E - Sampling

495 E - Sampling
Sampling Flowcharts and Example Audit Documentation
.01 This section contains sampling flowcharts (FAM 495 E-2 through E-6) and example audit documentation for sampling (FAM 495 E-7 through E-19).

.02 Flowchart 1 (FAM 495 E-2) is to assist the auditor in determining the selection method for substantive, internal control, and compliance tests. Selection methods are either nonrepresentative (nonsampling selections) or representative selections (samples – either statistical or nonstatistical). 
.03 Flowchart 2 (FAM 495 E-3) is to help the auditor determine the type of sampling. The choices are (1) Attribute Sampling, (2) Monetary Unit Sampling (MUS), and (3) Classical Variables Estimation Sampling. 

When testing for overstatement in the defined population and a large misstatement rate is expected, the auditor may use Classical PPS Sampling. See FAM 480.34-.35 and FAM 480.44 for further information and consult the statistician.
.04 The remaining flowcharts are to assist the auditor in performing
· Attribute Sampling at FAM 495 E-4 (flowchart 3); 
· MUS at FAM 495 E-5 (flowchart 4); and 
· Classical Variables Estimation Sampling at FAM 495 E-6 (flowchart 5).

.05 Example audit documentation for sampling are provided for
· Attribute Sampling at FAM 495 E-7 through E-10; 
· MUS at FAM 495 E-11 through E-15; and 
· Classical Variables Estimation Sampling at FAM 495 E-16 through E-19.

Flowchart 1: Determining the Selection Method For Substantive, Internal Control, and Compliance Tests
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Flowchart 2: Determining Which Type of Sampling to Use
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Plate #1 For Attribute Sampling, see flowchart 3 at FAM 495 E-4.

Plate #2 For MUS, see flowchart 4 at FAM 495 E-5.

Plate #3 For Classical Variables Estimation Sampling, see flowchart 5 at FAM 495 E-6.
Flowchart 3: Testing Using Attribute Sampling 
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Flowchart 4: Testing Using Monetary Unit Sampling
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Flowchart 5: Testing Using Classical Variables Sampling
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Example Audit Documentation for Attribute Sampling
Entity                                                                                                                                                                  _

Period ended                                                                                                                                                       _




During planning

At end of test



Initials
  Date 


Initials
  Date _ 
Prepared by
           
            


            
           _ 

Reviewed by
           
            


            
           _ 
Section I - Definition of Control Techniques and Sampling Method for Attribute Sampling
Cycle:
       
                                                                                                                                                     


Application:
                                                                                                                                                      _ 

Control techniques (from SCE forms):                                                                                                          _ _ 
_________________________________________________________________________________________

Sampling method:

[  ]
Random using IDEA


Documentation reference to IDEA output                                                                                                _ 

[  ]
Other—explain                                                                                                                                             _

__________________________________________________________________________________________
Section II - Definition of Population and Attributes to Test for Attribute Sampling
Population is:  ​​​​​​​​​​​​​​​​_________________________________________________________________________________________________                                                                                                                                                                                                      

Population size:  ____________  units

Attribute(s) to test: _____________________________________________________________________________________________                                                                                                                                                                                            

______________________________________________________________________________________________________________

Document(s) to examine:  _______________________________________________________________________________________                                                                                                                                                                                  
______________________________________________________________________________________________________________

When this period is less than the entire period under audit or where the population being tested is less than the population in the financial statements, describe briefly (and cross-reference to) procedures for obtaining satisfaction about the remainder of the population: ________________________________________________________________________________________________                                                                                                                                                                                                                           

______________________________________________________________________________________________________________                                                                                                                                                                                                                               
List steps needed to achieve satisfaction that the selection is from a population equivalent to the defined population:

                                                                                                                                                                                                                                 ______________________________________________________________________________________________________________

______________________________________________________________________________________________________________                                                                                                                                                                                                                              
______________________________________________________________________________________________________________
                                                                                                                                                                                                                                 ______________________________________________________________________________________________________________
                                                                                                                                                                                                                                  ______________________________________________________________________________________________________________
                                                                                                                                                                                                                     

Section III - Determination of Sample Size and Evaluation of Sample Results for Attribute Sampling
	
	A
	B
	C
	D
	E

	Control activity number
	Deviation definitions 
(each will constitute a deviation)a
	Preliminary assessment of control risk         (see SCEs)
	Sample size (per table I in FAM 450.09, IDEA, or other source)
	Acceptable number of deviations
	Number of deviations found
	Is result acceptable or not  acceptable?b

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


a  Insert deviation definitions and data for columns A through C for each control technique before selection of sample.

b Results are acceptable if column D is less than column C. When results are unacceptable, complete section IV.

Method of testing when more than one control technique:
[   ]  Use largest sample size for all key controls (generally because same documents are tested)

[   ]  Use different sample sizes for different controls (using random numbers in order selected)

Section IV - Explain Unacceptable Results and Other Control Deviations for Attribute Sampling


Cycles, assertions,

Conclusion/revised


and accounts that

risk of material 
Deviation
Possible cause
could be affected
Further action taken
misstatement* 

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

___________________
____________________
_____________________
______________________
_____________________

Section V - Overall Conclusions about Risk of Material Misstatement
                                                                                                                                                                                                      _
                                                                                                                                                                                                     _
                                                                                                                                                                                                      _

*Where the preliminary assessment of the risk of material misstatement was low, the risk may be assessed as moderate if the number of deviations found does not exceed the acceptable number of deviations in table II (FAM 450.09) for the same sample size.

Example Audit Documentation for MUS
Entity_                                                                                                                                                               _

Period ended                                                                                                                                                     _ 



   During planning 
    At end of test 


Initials 
  Date    
 Initials 
  Date   _ 
Prepared by
________
________
________
________

Reviewed by
________
________
________
________

Section I - Define Objectives and Method of Testing for MUS
Line item:
                                                                                                                                                        _

Assertion:
                                                                                                                                                        _

Test:
                                                                                                                                                         _
Section II - Define Population for MUS
Population is:                                                                                                                                                   _

Population size:  ______________   monetary unit (dollars)
Logical unit (balance or transaction that includes the selected dollar):                                                                   _ 

Direction of test:


Starting from (source):                                                                                                                                            _ 

Testing to (documents to be examined):                                                                                                              _ 

When this period is less than the entire period under audit or where the population being tested is less than the population in the financial statements, describe briefly (and cross-reference to) procedures to obtain satisfaction about the remainder of the population:                                                                                                                                                                          _

List steps needed to achieve satisfaction that the selection is from a population equivalent to the defined population:

                                                                                                                                                                                              _

                                                                                                                                                                                              _
 
                                                                                                                                                                                             _

                                                                                                                                                                                              _ 
Population analyzed by:

[   ]
Review of printout of population

[   ]
Review of manual listing of population

[   ]
IDEA stratification

[   ]
Other computer-assisted method—describe:                                                                                                        _ 
Section III - Determine Sample Size and Interval for MUS
a.
Total population (from section II):                                                                                                                                    _ 

b.
Risk of material misstatement from the ARA:  _________________________________________________________                                                                                                                                                 
c.
Amount of substantive audit assurance required (from audit matrix):                                                                         _

d.
Substantive assurance from analytical procedures that relate to the assertion tested:                                              _

e.
Other substantive tests of detail that relate to the assertion:                                                                                         _

f.
Minimum substantive audit assurance from detail tests:                                                                                                _

g.
For MUS calculated manually:


1.  Risk factor (from audit matrix):                                                                                                                   _                _

2.  Tolerable misstatement:                                                                                                                                                  _ 

h.
For MUS using IDEA:


1.  Confidence level                           %

2.  Materiality (generally design—see FAM 480.27)  $                                            _ 

3.  Expected misstatement amount  $                                              _ 

i.
Interval based on these factors is:                                                                                                                                         _  

Random start or seed is:                                                                                                                                                         _  

j.
Sample size based on these factors is:                                                                                                                                  _   

Audit documentation reference to:
[   ]
Software output (IDEA)  ____________                                                     _ 



            [   ]
Manual computation                                                        __________         _ 
Section IV - Evaluation of Substantive Tests for MUS
(If many errors are found and the sample size is 75 or greater, the auditor generally should consult with the statistician to evaluate and document as classical PPS.)
Known Substantive Misstatements


    (A)
    (B)
   
               (C)
Misstatement
  Book
Audited

Misstatement amount*   
   Nature of
   number   
amount
amount   

              (A-B)                
misstatement 

Possible cause
Items greater than sampling interval

1
___________
__________
___________________
__________
__
      __________________________

2
___________
__________
___________________ 
__________
__
      __________________________

3
___________
__________
___________________
__________
__
      __________________________

Total* 
___________ 
__________
___________________  (D)




      
 Misstatement



Should
Items less than sampling interval



as a percentage



misstatement
                                                           



of book amount*


be projected?
                                                          



        (C/A)         



If not explain:
1
___________
__________
____________
_____________
__________
____________
___________

2
___________
__________
____________
_____________
__________
____________
___________

3
___________
__________
____________
_____________
__________
____________
___________

Total*




_____________


* Calculated amounts may be omitted if calculation done using IDEA.

Note 1: When sampling from a different population for understatement of a primary population (such as when sampling subsequent disbursements to test completeness of recorded accounts payable), in computing “misstatement as a percentage of book amount” the “book amount” is the subsequent disbursement (not the recorded payable). The audited amount is the amount that was either correctly accrued or not correctly accrued. For example, assume the auditor finds a $10,000 subsequent disbursement that was omitted improperly from accounts payable as of the balance sheet date. The “book amount” is $10,000 and the “audited amount” is zero, thus the “misstatement as a percentage of book amount” is 100 percent. The “book amount” is based on the source of selection, not necessarily what is recorded in the financial statements.

Note 2: If IDEA selects an item twice and it is misstated, include the item twice in this listing.

Section IV - Evaluation of Substantive Tests for MUS
Compute projected misstatements:

(Omit steps E through H if computed by IDEA)

(E)
Number of equivalent complete misstatements in sample from

column D on previous page
 (excluding misstatements found in
100%  examined items - see Note 1 on previous page)



_____________

(F)
Sampling interval    











_____________

(G)
Projected misstatements (E x F)

            





_____________

(H)
Misstatements found in 100%  examined items       




_____________

(I)
Total projected misstatement (G + H) (or from IDEA output) 


_____________


(If from IDEA, document reference to IDEA output)



_____________

Conclusion: Are we satisfied that book amount is fairly stated?  [  ]  Yes       [  ]  No        [  ]  Not enough evidence


If no or not enough evidence, what will we do? Explain below:
                                                                                                                                                                                              _
  
                                                                                                                                                                                              _


Example Audit Documentation for Classical Variables Estimation Sampling
Entity                                                                                                                                                             _ 

Period ended                                                                                                                                                  _ 



  During planning

    At end of test


 Initials
   Date

 Initials
  Date
Prepared by
________
________
________
________

Reviewed by
________
________
________
________

Section I - Define Objectives and Method of Testing for Classical Variables Estimation Sampling
Line item:                                                                                                                                                          _ 

Assertion:                                                                                                                                                          _

Test:                                                                                                                                                                   _
Description of 100 percent examined items:                                                                                      _        _

 








 


      _                                                                          ____   _
________________________________________________________________________________________

Section II - Define Population for Classical Variables Estimation Sampling 
Population is:  ___________________________________________________________________________________________                                                                                                                                                                                                  

Population size:     Dollars:                                          _ 


               Number of items:                          _

Direction of Test:  Starting from (source):                                                   








                          _ 




Testing to (documents to be examined):                                                                                                          _  

When this period is less than entire period under audit or where the population being tested is less than the population in      the financial statements, describe briefly (and cross-reference to) procedures to obtain satisfaction about the remainder         of the population: __________________________________________________________________________________________                                                                                                                                                                                                            
__________________________________________________________________________________________________________

Steps to be satisfied that the selection is from a population equivalent to the defined population:


















_____

___________________________________________________________________________________________________________
Population analyzed by:

[   ]
Review of printout of population

[   ]
Review of manual listing of population

[   ]
IDEA stratification

[   ]
Other computer-assisted method—describe: ___________________________________________________________________________________________________________ 

___________________________________________________________________________________________________________
Section III - Determine sample size for Classical Variables Estimation Sampling 

a.
Confidence level  


                                        %

b.
Tolerable misstatement            $                                 _

c.
Precision for total population  $                                  _

d.
Strata definitions:

Stratum    

    From        

To        
       
       Number of items     
                        Dollars

1_______________________________________________________________________________________________                                                                                                                                                                                                                             

2_______________________________________________________________________________________________                                                                                                                                                                                                                             

3_______________________________________________________________________________________________                                                                                                                                                                                                                             

4_______________________________________________________________________________________________                                                                                                                                                                                                                             

5_______________________________________________________________________________________________                                                                                                                                                                                                                             

6_______________________________________________________________________________________________                                                                                                                                                                                                                             

7_______________________________________________________________________________________________                                                                                                                                                                                                                             

8_______________________________________________________________________________________________                                                                                                                                                                                                                            

9_______________________________________________________________________________________________                                                                                                                                                                                                                             

10______________________________________________________________________________________________                                                                                                                                                                                                                           

e.
Sample size based on these factors is:                       _ 

Audit documentation reference to:


[  ]
IDEA                                            

   
        _ 

[  ]
Other calculation                 
               _


[  ]
Pilot sample estimate                                       _
Section IV - Evaluation of Substantive Tests for Classical Variables Estimation Sampling
a.
Evaluation method -- W/P reference to:


[   ]
IDEA                            





     _

[   ]
Other calculation                ​__             

     _

[   ]
Spreadsheet                                                           _

b.
Estimating technique


[  ]
Direct projection


[  ]
Difference estimation


[  ]
Separate ratio


[  ]
Combined ratio


[  ]
Combined regression


[  ]
Other                                     


                   _

c.
Point estimate               $                                                   _


Confidence interval
From $                           To  $                              _ 
 At                    %  Confidence level

Conclusion: Are we satisfied that book amount is fairly stated?  [  ]  Yes       [  ]  No        [  ]  Not enough evidence


If no or not enough evidence, what will we do? Explain below:


                                                                                                                                                                                                                              __________________________________________________________________________________________________
                                                                                                                                                                                                                                  __________________________________________________________________________________________________
                                                                                                                                                                                                                                  __________________________________________________________________________________________________
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