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AUDIT SAMPLING – ISSUES PAPER 

Introduction  

1. At its March 2008 meeting, the IAASB discussed the general and most significant 
comments received on exposure of proposed ISA 530 (Redrafted) (“ED-ISA 530”) and 
provided direction to the Task Force. The Task Force is seeking guidance from the IAASB 
in respect of its response to the March IAASB discussion and on the remainder of the 
comments received on exposure.  

Issues for Consideration 

A. SUMMARY OF CHANGES DISCUSSED AT MARCH 2008 IAASB MEETING   

Anomalies – Paragraphs 13 and A16 

2. At its March meeting, the IAASB supported the Task Force response that significant 
changes to the requirements and guidance with respect to anomalies were not necessary.  
Accordingly, the requirements and guidance of the proposed ISA has not been changed 
since the March meeting in this respect.    

Projecting and Evaluating Sample Results – Paragraphs 14-15 and A17-21 

3. Based on comments received the Task Force revised paragraphs 14 and 15 to more closely 
align with the language in extant ISA paragraphs 51 and 54, including separating the 
requirements relating to the projection of misstatements from the evaluation of sample 
results.` In addition, the requirement in extant ISA 530, paragraph 51 that, “the auditor 
consider the effect of the projected error on the particular audit objective and on other areas 
of the audit” was included under the heading “Evaluating sample results.” 

4. The language in extant paragraph 53 was reinstated as paragraph A19 to make it clear that 
for tests of controls no explicit projection of errors is necessary. A reference to ISA 330 
(Redrafted) has been added.  

5. ED-ISA 530 paragraph A19 [new paragraph A21] was redrafted to align more closely with 
paragraph 55 of extant ISA 530. Certain editorial changes have been made to clarify the 
guidance.  

Estimated Maximum Misstatement and Estimated Maximum Rate of Deviation 

6. The IAASB agreed with respondents that inclusion of the concepts of estimated maximum 
misstatement and estimated maximum rate of deviation were beyond the clarity mandate 
and accordingly should be deleted.  

Determining Sample Size 

7. The Task Force redrafted paragraph 7 in the proposed ISA based on extant ISA 530, 
paragraph 40. The requirement in ED-ISA 530 paragraph 7, “(i) in the case of tests of 
details, the total misstatement does not exceed tolerable misstatement; or (ii) in the case of 
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tests of controls, the total rate of deviation does not exceed the tolerable rate of deviation” 
has been included in new paragraph 16 as part of the auditor’s evaluation of the sample 
results.  

Non-Sampling Risk 

8. At the March IAASB meeting, the Task Force suggested revising the definition of non-
sampling risk as: 

“The risk that the auditor reaches an erroneous conclusion for any reason 
not related to the size of the sample.” 

9. This definition was based on extant ISA 530 paragraph 8. The view of the IAASB is that 
there may be more to non-sampling risk that the size of the sample. Accordingly the 
definition has been revised to refer to sampling risk rather than the size of the sample. The 
examples of non-sampling risk included in extant ISA 530 have been included in the 
application material to proposed ISA 530 (Redrafted), paragraph A1. 

B. CHANGES SUBSEQUENT TO MARCH 2008 IAASB MEETING  

Scope 

10. A few respondents1 suggested that some of the material from extant ISA 530 which was 
moved to proposed ISA 500 (Redrafted), “Audit Evidence” should be reintroduced to 
proposed ISA 530 (Redrafted) to emphasize the difference between the selection of items 
for testing and audit sampling and therefore clarify the scope of proposed ISA 530 
(Redrafted). Concern was also expressed that if the scope of the ISA is not clearly 
described a separate ISA dealing only with audit sampling may create the impression that 
sampling is required.  

11. The Task Force agrees with respondents that it is important that the scope of the proposed 
ISA be clearly described. Accordingly, the following language has been added to paragraph 
2 of the proposed ISA.  

“ISA 500 (Redrafted) provides guidance on the means available for the 
auditor for selecting items for testing, of which audit sampling is one 
means.” 

Objective 

12. At the March IAASB meeting, the Task Force reported that a majority of respondents2 
were supportive of the objective as drafted. Accordingly, at that time no significant 
revisions to the objective were made.  

13. A number of commentators3 indicated that the objective is too procedural and should focus 
on what is to be achieved. Two respondents4 suggested that it would be helpful if the 

                                                 
1  ACCA, SAICA 
2  ACAG, ACCA, AIA, AICPA, APB, AUAASB, BDO, CICA, CalCPA, DTT, EYG, GTI, HKICPA, ICAI, ICAP, 

ICAS, CPA IRE, IDW, MAZARS, NAO, NZICA, PAS, SNAO, PWC, SAICA. 
3  FEE, ICAEW, IRE, KPMG, CIPFA, IRBA 
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objective was drafted to more closely relate to the overall objective of the auditor, that is, to 
obtain sufficient appropriate audit evidence. 

14. The Task Force does not agree that the objective of the auditor, in respect of audit sampling, 
is to obtain sufficient appropriate audit evidence. Rather, the objective is that the sample 
provide the auditor a reasonable basis on which to draw conclusions.  

15. The Task Force agrees with the comments that the objective is too procedural based. 
Accordingly, the objective has been redrafted: 

“The objective of the auditor when using audit sampling is to provide an 
appropriate basis for the auditor to draw conclusions about the population 
from which the sample is selected.” 

Action requested 
Does the IAASB agree with the objective as redrafted? 

Definitions 

16. In response to comments received on exposure a number of editorial changes have been 
made to the definitions.  

(j) Projected Misstatement 

17. The definition of “projected misstatement” has been deleted. Paragraph A22 of the 
proposed ISA describes projected misstatement as it relates to tests of details.  

(i) Tolerable Misstatement 

18. ED-ISA 530 defined tolerable misstatement as, “a monetary amount set by the auditor in 
respect of which the auditor seeks to obtain an appropriate level of assurance that it is not 
exceeded by the actual misstatement in the population.” A few of respondents5 expressed 
support for the definition for the purposes of ISA 530 (Redrafted). One respondent 6 
suggested defining tolerable misstatement and tolerable rate of deviation in proposed ISA 
320 (Revised and Redrafted), “Materiality in Planning and Performing an Audit.” 

19. Some respondents7 suggested that the definition of tolerable misstatement be redrafted as 
“a maximum misstatement in a population that the auditor is willing to accept” or “the 
amount of monetary error the auditor can accept in a population.” At the time that the 
IAASB debated the definition of tolerable misstatement for purposes of ED-ISA 530, 
concern was expressed that because misstatement is defined to include both error and fraud, 
the words “willing to accept” or “can accept” give the wrong impression that there is a 
level of fraud that is acceptable. Accordingly, the Task Force has not substantially revised 

                                                                                                                                                             
4  CIPFA, IRBA 
5  IDW, FEE, ACAG 
6  GTI 
7  JICPA, ACAG, CPEB 
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the definition of tolerable misstatement (or tolerable deviation) from the exposure draft. 
However, in response to comments the Task Force has clarified what “it” refers to.   

20. The term tolerable misstatement is defined in paragraph 5(i) of proposed ISA 530 
(Redrafted) as, “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.”  

21. Concern was also expressed by respondents that the link between the terms “tolerable 
misstatement” and “tolerable rate of deviation” and the terms used in ISA 320 (Revised and 
Redrafted), was not clear.  

22. Paragraph A1 of ED-ISA 530 was intended to provide guidance however, many 
respondents8  found this paragraph unhelpful and confusing. For purposes of ISA 320 
(Revised and Redrafted), the IAASB Task Force has proposed a definition of “performance 
materiality.” At its March 2008 meeting, the Board debated how performance materiality 
and tolerable misstatement fit together and agreed that tolerable misstatement is the 
application of performance materiality to a particular sampling procedure. Tolerable 
misstatement may be the same amount or an amount lower than performance materiality. 
Accordingly, the guidance in paragraph A3 of ISA 530 (Redrafted) was revised to provide 
a clearer link with ISA 320 (Revised and Redrafted).  

Action requested 
Does the IAASB agree with the proposed changes to the definitions and related application 
material? 
 
Appendices 

23. In response to comments received on exposure, a number of editorial changes have been 
made to the appendices.  

(i) Appendix 1 – Stratification and Value-Weighted Selection 

24. A number of respondents9 requested that guidance from extant ISA 530 paragraphs 38 and 
52 relating stratification be included in Appendix 1. This guidance has been added. 

(ii) Appendix 4 – Sample Selection Methods 

25. Three respondents10 requested that the guidance on block selection be added to Appendix 4 
as it explains why block selection cannot ordinarily be used in audit sampling and is 
therefore necessary to avoid the risk that some auditors believe that block selection is 
appropriate. 

                                                 
8 CNCC, ICAEW, IDW, IRBA, APB 
9 JICPA, KPMG, NAO, PWC 
10 APB, ICAEW, NAO 
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26. Another respondent 11  recommended including monetary unit sampling (MUS) in the 
discussion of principal sample selection methods as MUS has been used in auditing for 
several decades, is simpler to use than classical statistical techniques, and in some 
circumstances may be more efficient. This respondent also recommended deleting the 
reference to MUS in paragraph 2 of this Appendix.  

27. The Task Force has reinstated the guidance on block selection and added guidance on MUS.  

C RE-EXPOSURE 

28. The Task Force believes that the changes proposed in the revised draft of ISA 530 
(Redrafted) are responsive to the significant comments received on exposure, and do not 
introduce new or substantively different principles. Rather, ISA 530 (Redrafted) is now 
more consistent with extant ISA 530. Accordingly, the Task Force is of the view that re-
exposure is not necessary.  

 

                                                 
11 GAO 
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APPENDIX  

List of Respondents to ED-ISA 530 
 
Abbreviation Category 
Professional Organizations 
AICPA American Institute of Certified Public Accountants 
ACCA Association of Chartered Certified Accountants 
AIA Association of International Accountants 
CalCPA California Society of Certified Public Accountants 
CIPFA Chartered Institute of Public Finance and Accountancy 
CNCC Compagnie Nationale des Commissaires aux Comptes + Conseil Supérieur de 

l’Ordre des Experts-Comptables 
CPA AU CPA Australia 
FAR SRS FAR SRS 
FEE Federation des Experts Comptables Europeens 
HKICPA Hong Kong Institute of Certified Public Accountants 
IBR/IRE Instituut der Bedrijfsrevisoren / Institut des Reviseurs d’Entreprises 
ICAEW Institute of Chartered Accountants in England and Wales 
ICAI - Ire Institute of Chartered Accountants in Ireland 
ICAP Institute of Chartered Accountants of Pakistan 
ICAS Institute of Chartered Accountants of Scotland 
ICJCE Instituto de Censores Jurados de Cuentas de Espana 
CPA Ire Institute of Certified Public Accountants in Ireland 
ICPAS Institute of Certified Public Accountants of Singapore 
IDW Institut der Wirtschaftsprufer 
JICPA Japanese Institute of Certified Public Accountants 
NIVRA Koninklijk Nederlands Instituut van Registeraccountants (Royal NIVRA) 
NIA National Institute of Accountants 
SAICA South African Institute of Chartered Accountants 
National Auditing Standard Setters 
APB Auditing Practices Board (United Kingdom) 
AUAASB Australian Government, Auditing and Assurance Standards Board 
CICA Canadian Auditing and Assurance Standards Board 
IRBA Independent Regulatory Board for Auditors (South Africa) (also a Regulator) 
NZICA Professional Practices Board, New Zealand Institute of Chartered Accountants  
Audit Firms 
BDO BDO Global Coordination B.V 
DTT Deloitte Touche Tohmatsu 
EYG Ernst & Young Global  
GTI Grant Thornton International 
KPMG KPMG 
Mazars Mazars 
PWC PricewaterhouseCoopers 
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Abbreviation Category 
Public Sector Organizations 
ACAG Australasian Council of Auditors-General 
GAO United States Government Accountability Office 
NAO National Audit Office, UK 
PAS Provincial Auditor Saskatchewan 
SNAO Riksrevisionen (Swedish National Audit Office) 
WAO Wales Audit Office 
Regulators and Oversight Authorities 
CPAB Canadian Public Accountability Board 
EC European Commission 
IOSCO International Organization of Securities Commissions 
Individuals and Others 
JM Dr. Joseph Maresca CPA, CISA 
SARG Statistical Auditing Research Group 
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