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ABSTRACT

This present study aims to explore the implication of audit data
analytics (ADAs) in audit procedures by using the existing program of ADAs
developed by a big auditing firm. The research method also includes
the interview of practitioners who have direct experience using ADAs
programs. This is to show their attitudes towards ADAs.

This present study indicates ADAs could be excellently applied
into all audit procedures including planning and risk assessment, tests of
controls and substantive tests (analytical procedures and tests of details
of balances). The study shows the examples of reports in each audit
procedure. This is to demonstrate how ADAs are applied into audit proce-
dures. The interviews of experiencing auditors and their teams reveal that
ADAs enables to promote audit quality and raise auditors’ confidence of
100% data testing, audit costs and time consuming become less concern.
Furthermore, ADAs help respond “the skepticism paradigm” of auditors
comparing with the traditional audit procedures. However, ADAs brings
some challenges to auditors. Auditors are required to develop knowledge,
skill and experience of using ADAs programs as well as developing “the
skepticism” to analyze data and foreseeing future.

Keywords: Data Analytics, Audit Quality, Audit Sampling
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ame Client name + pro ame CY end date
Balance Sheet ABC Company Limited - 2018_YE 12/31/2018
, - - BU(s) Al
Show GridLines Analysis Selections: Segmentis): All
Hide Change Show Change XXX
Current Period Prior Period  Current and Prior Period
Ending Balance Ending Balance Period End

12/31/2018 12/31/2017  Change Amt Change %

- Assets 15%

Activity +  Account receivable 9%

Activity + Cash 197%
Activity 4+ Investment
Activity +  Noncurrent

Activity +  Otherreceivable -1%

Tota 15%

- Liabilities 30%

Activity +  Account payable 36%

Activity +  Other Payable 27%

Total Liabilities 30%

- Equity 0%

Activity +  Eaquity 0%

Total Equity 0%

27 4 $9e97 Analyze Balance Sheets

Analysis name Client name + project name

Income Statement ABC Company Limited - 2018_YE
Show GridLines Analysis Selections: :g;ﬂ'e‘:&g): Al
XXX

Current Period  Prior Period Current and Prior Period

Ending Balance Ending Balance Period End % of % of
12/131/12018 12/31/2017 Change Amt Change % Revenue (Current} Revenue (Prior)

- Revenue 20% -100% -100%
Activity +  Other Income 1% 2% 2%
Activity + Sale 21% -98% -98%
Total R e a e 20% -100% -100%
- Expenses 23% 98% 96%
Activity +  Administrative -12% 3% 4%
Activity + CoGs 25% 90% 86%

Activity +  Dummy 0%
Activity +  Interestexp. 1% 0% 0%
Activity +  Selling 10% 6% 6%
Total Expenses 23% 98% 96%

Multi-Activity Net Income (16,000,000) (28,000,000)

DM 5 71897 Analyze Income Statements
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Gross Margin Analysis

Currency ty

Functional

Display sefiing
Consolidate (All)

ABC Company Limited - 2018_YE

12/31/2018

Client name + project ‘ CY end date

anlulld wavnvedligaeudalaunsadsuwdasunlala

Al

Analysis Selections: g;‘éfn]em(s) a

Gross Margin Current - Prior Percents Comparisons

L me
Significant Account

Gross Margin Current
Gross Margin % Prior
Gross Margin Prior

20%

15% 1 11%: 1% 1% 0% =

10% 9% —9% 44 == 9% 11% Gross Margin % Current

5% Gross Margin % Prior

0%

201801 201802 201803 201804 201805 201806 201807 201808 201809 201810 201811 201812
Gross
7 201801 " 201802 " 201803 ¥ 201804 " 20 8 ¥ 201807 " 201808 " 201809 " 201810 '’ 201811 Total
Gross Margin % Current 1% 1% 1% 9% 9 9%

14% 14% 15% 14%

12%,

AT 6 $I87U Gross Margin Analysis

Client name + project name

ABC Company Limited - 2018_YE

nd dale

12/31/2018

Currency type
Functional

vailable ‘

P
‘ CY, PY

Analysis SEIeCions:  Geementey: Al

COLOR LEGEND
= Qutside Tolerable Error range
= Defined as "Significant” ("S")
= Defined as "ot Significant/Limited Risk)" ("NS/LR")

= Defined as "Insignificant”
= Contains mixed designations

Enter Tolerable Error:
1,600,000

g
‘ Consolidate (Al

| XXX
Account Class Current Prior year
Account Account Account Sub -Class Sigl balance balance Total Total Manual JE
Type Sub-type GL account nt? 12/31/2018 1213112017 Debits Credits volume

Assets Assets Account receivable

Assets Assets Cash S

Assets Assets Investment IS

Assets Assets Non current assets IS

Assets Assets Other receivable 5]

Liabilities Liabilities Account payable S

Liabilities Liabilities Other Payable =

Equity Equity Equity NS/LR Low transaction. ] ] (3,000,0

Revenue Revenue Other Income 8

Revenue Revenue Sale S

Expenses Expenses Administrative 5

Expenses Expenses COGS S

Expenses Expenses Dummy IS

Expenses Expenses Interest exp. IS

Expenses Expenses Selling =

AT 7 T894 Significant Accounts Identification
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Periods available

Analysis name Client name + ame CY end date erio Gurrency type Display setting
Preparer Process Map ‘ ABC CO._, LTD-2018_YE ‘ 12/31/2018 | CY, PY Functional Consolidate (All)

Adjust Mr. A (GA Mr. B (AP Mr. B (AR] Mr. B (GL] Mr. € (GL) Mr. D (ADMIN)
cY cYy cY cYy cYy cY cY
Accumulated depreciation
Allowance for doubtful accounts
Allowance for inventories
Amortization
Amount due from intercompanies
Cash on hand and petty cash 5.000
Checking bank accounts 7.000,000
Cost of fixed assets 2,000,000
Cost of intangible assets
XXX Fixed asset under construction
(O | bank check 10,000,000 (5,000,000) (7,000,000) (35.000,000) (170,000,000)
Incoming (Outgoing) bank sav (200,000,000)
Inventories 40,000 (100,000)
Other accounts receivable (200,000) 500,000 (70,000) (200,000) (400,000)
Other assets
Other current asset (1,000.000)
Prepaid account (1,000,000)
Saving bank accounts 250,000,000

Trade accounts receivable 2,800,000 (50,000) (3.000) (63,000)
Assets TOTAL 12,640,000 51,505,000 (7,120,000) (35,203,000) (100,000) (170.463,000)
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Prior Period Rollforward Current Period

Account Number and Name

Assets 100 - 100 200 300 300
Account receivable 70 - 70 10 80 80
Cash 20 - 20 10 30 30
Investment - - - - - -
Non current assets 10 - 10 5 15 15
Other receivable - - - -

Total Assets

- 100 5 125 125
Liabilities
Account payable
Other Payable

Total Liabilities
Equity

Equity
Total Equity

Revenue
Other Income:
Sale

Total Revenue

Expenses
Administrative
COGS
Interest exp.
seliing

Total Expenses
TOTAL

M9 9 598971 Trial Balance Roll-forward
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