EX8


CELT Exercise 8:  Audit Sampling

In your groups, discuss and respond to the questions below.

Question 1:

In our case study, would you use a sample?  Why or why not?
Question 2:

The Chief Audit Executive decides that she wants to conduct a company-wide review of use of rental cars.  She wants to exclude rental cars that are associated with travel and focus only on rental cars that are used locally.  Why might she want to exclude out-of-town rentals?  What type of sample is this?

This is a judgment sample.  Eliminate cars used out-of-town because it makes more sense that an employee might need to rent a car if they are out of town.  You might focus on the cars used locally because that’s a more questionable use of a rental car.

Question 3:
You are conducting a review of all cars rented company-wide.  You determine that company employees have rented more than one thousand cars in the last year.  You decide to use a statistical sample to estimate the average daily cost for the cars rented.  Describe how you would determine the sample size to use.  Set up the equation you would use to calculate the sample size.

Need to assume a level of confidence (e.g., 95%), which has an associated t-value (e.g., 1.96)
Need standard deviation, which can be calculated in Excel.

Assume we want precision within $5,000 for the total, or $5 for an individual car.

n = (1.96) * (standard dev)2


($5)2

