basic random sampling

This course is designed to introduce auditors to basic
sampling techniques other than monthly block sampling.
Appropriate use of sampling techniques contributes to
reduced audit cost, reduced travel cost, improved audit
results, and makes audits more defensible if challenged

by taxpayers.

OBJECTIVE:

To provide participants with an understanding of basic
random sampling techniques and how they are applied to
sales and use tax audits. When the course is completed
the auditor should be able to apply the basic principles
and conduct a random sample. This course is a prelude to

Statistical Sampling and it is recommended that this course
be taken first.

AUDIENCE:

The course is designed as a basic course for state and local
sales & use tax auditors, supervisors and review section
personnel.

PREREQUISITES:
Ability to use spreadsheet software on a personal computer.

STUDENT REQUIREMENTS:

Each participant is required to have a laptop computer
with a CD-Drive for the purpose of downloading software
and Excel spreadsheet files. Many of the course examples,
exercises and case studies are conducted using the Excel
spreadsheet software.

PROGRAM LEVEL:
Beginning

ProGRAM CONTENT:
Introduction to basic sampling techniques and their
application to sales and use tax audits.

Course MATERIALS:

Participants will receive a comprehensive course binder
which includes the course material, questions, exercises and
case studies. Participants will also receive a copy of the MTC
sampling software.

ADVANCE PREPARATION:
None

INsTRUCTIONAL DELIVERY METHOD:
Group-Live with problems sets.

Recommenpep CPE CRrepiT:
20 hours

REGISTRATION INFORMATION:
Contact Antonio Soto at asoto@mtc.gov or (202) 508-3846



ProGgram DAY ONE: 8:00 am — 4:30 Pm

I. Introduction to Sampling
A. Audit Approaches to Sales/Use Tax Populations
B. Sampling Hierarchy
C. Random Selection Methods
D. Sampling Units
E. Manual versus Electronic Records
E Basic Steps in Random Sampling
I1. Sampling Using MTC Software
A. No Electronic Records (Manual Correspondence)
B. Electronic Records in Excel (‘Automated” Correspondence)
C. Excel Documentation File
ITI. Sample Size
A. Ts there a Magic Number?
B. Statistical versus Non-statistical Methods
C. Using Departmental Minimums
D. Using Item of Interest Calculations
E. Cluster Sampling

ProGrAM DAY Two: 8:00 Am — 4:30 pm
IV. Systematic Sampling
A. One Start Point
B. Multiple Start Points
V. Cluster Sampling
A. Manually created clusters versus Natural Clusters
B. Determining Clusters
C. Cluster Sampling Using an Existing Numbering Sequence
D. Cluster Sampling w/o an Existing Numbering Sequence
E. Two-Stage Cluster Sampling
VLI. Projecting the Sample
A. Projection Bases
B. Projection Methods
VII. Audit Issues in Sampling
. Stop/Go Test
. Representativeness Test
. Handling of Negatives
. Missing Records
. Extraordinary Items
Taxpayer Agreement
. Communication with the Taxpayer
. Sample Plan and Documentation

ProGRAM DAY THREE: 8:00 AM — 12:00 pm
VIII.  Comprehensive Problem
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We encourage states to host this course along
with Computer Assisted Audit Techniques
—during the same week




