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(Factors Influencing Sample Size for Test of Controls)

The following are some factors that the internal auditor considers when determining the sample
size required for tests of controls (TOC). These factors need to be considered together assuming
the internal auditor does not modify the nature or timing of TOC or otherwise modify the approach
to substantive procedures in response to assessed risks.

{

Factor to be considered by Internal Auditor Effect on the sample

"‘ | size
An increase in the extent to which the risk of material '\ Increase |
misstatement is reduced by the operating effectiveness of
controls !
An increase in the rate of deviation from the prescribed control | Decrease ;
activity that the internal auditor is willing to accept :
An increase in the rate of deviation from the prescribed control Increase
activity that the internal auditor expects to find in the population

An increase in the internal auditor’s required confidence level . Increase
| An increase in the number of sampling units in the population Negligible Effect
Notes:

ii.

iii.

iv.

»
L]

Other things being equal, the more the internal auditor relies on the operating effectiveness
of controls in risk assessment, the greater the extent of the internal auditor’s tests of
controls, and hence the sample size is increased.

The lower the rate of deviation that the internal auditor is willing to accept, the larger the
sample size needs to be. A 4

The higher the rate of deviation that the internal auditor expects, the larger the sample size
needs to be so as to make a reasonable estimate of the actual rate of deviation. '
The higher the degree of confidence that the internal auditor requires that the results of the
sample are indicative of the actual incidence of errors in the population, the larger the
sample size needs to be. ' :

For large populations, the actual population size has little effect on the sample size. For
small populations, sampling is often not as efficient as alternative means of obtaining

sufficient appropriate audit evidence.
Tk N

/. C/
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(Factors Influencing Sample Size for Test of Details)

The following are some factors that the 1nterna1 auditor considers when determining the sample
~ size required for tests of details (TOD). These factors need to be considered together assuming the

internal auditor does not modify the nature or timing of TOD or otherwise modify the approach to
“substantive procedures in response to assessed risks.

| Factor to be considered by Internal Auditor Effect on the sample

. | size
An increase in the internal auditor’s assessment of the risk of . Increase

material misstatement

An increase in the use of other substantive procedures by the Decrease
| internal auditor, directed at the same assertion *

- An increase in the total error that the internal auditor is wﬂlmg to | Decrease
accept (Tolerable Error) ?

Stratiﬁcation of the population when appropriate Decrease

An increase in the amount of error that the internal auditor Increase
expects to find in the population

An increase in the internal auditor’s required confidence level | Increase

The number of sampling units in the population Negligible Effect
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. (The majority of expected controls are in place and operating
 effectively. Represents an assessment of a control environment
' that is appropriate and supports management’s objectives for the
| process subject to review.)
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(Needs Improvement)
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(Medium priority for management to address. Represents an |

assessment of a control environment that broadly supports
. management’s objectives but has further opportunltles for
. improvement.)
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- (High priority for management to address. A high number of
~ individually significant control deficiencies exist where the |
. potential financial, operational or reputation risk exposure within i

the context of the specific audit area is significant. Management |
- should develop an urgent action plan to address these issues.)
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(Compliance) - (Failure to comply with relevant act, regulations, rules and |
. procedures.) f
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(Guidelines) |
. (Absence of written procedures to guide staff in the performance
L - of their functions.)
i |
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(Guidance) . (Inadequate or lack of supervision by supervisors.)
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} (Human Error) i (Mistakes committed by staff entrusted to perform a551gned
- functions.) i
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(Resources) (Lack of or inadequate resources (funds, skills, staff, etc.) to carry

- out an activity or function.)
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