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Al = Gamechanger or Distraction?

The Audit & Assurance Tech Stack
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What is Audit
Data Analytics?



JAASB Definition

“the science and art of discovering and analysing
patterns, deviations and inconsistencies, and
extracting other useful information in the data
underlying or related to the subject matter of an
audit through analysis, modelling and
visualisation for the purpose of planning and
performing the audit”



JAASB Definition

Relationships!

Technology is the key driver of change



Automated Tools and Techniques

“..all of the emerging technologies that are being used when
designing and performing audit procedures today. ......
technologies and related audit applications will continue to
evolve, such as artificial intelligence (Al) applications, robotic
automation processes and the use of drones”



Computer Assisted Audit
Techniques

“...applications of auditing procedures using the
computer as an audit tool”

GITC testing



Are we allowed to use these tools?

Do the standards say you ca_nnot?

Do the standards say you can?

ISA 315 Revised — ATTs specifically -
mentioned




Are we allowed to use these tools?

Remember ISA 230 documentation
requirements '

Remember ISQM 1 requirements




What tools are
available?



Tools available

Stand-alone Products — use out of the box
» Caseware Idea

* Inflo

» Mindbridge




Tools available

Stand-alone Products — some design input needed
« Alteryx




Tools available

Integrated Products
+ (Caseware

e Inflo




Tools available

Write your own!
» Use Python or other programming codes
* Help from Chat GPT!

Use Excel???
» Good for simple low volume tasks

» Does everyone know its full capabilities?




Tools available

Making a decision

» Talk about it!
« What are the pain points?

« Where is the business case?
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Where can Audit
Data Analytics
UELCE
difference?




What are the benefits of using Audit
Data Analytics?

An increased understanding of the business through the analysis of trends and
patterns making it easier to.identify anomalies or outliers.

The ability to better identify risks and therefore focus testing more precisely.

Increased efficiency by using tools to automate the processing and analysis of large

volumes of data quickly, allowing audit time to be more focused on judgemental and
risky areas:




What are the benefits of using Audit
Data Analytics?

The potential for testing 100% of apopulation in some cases, thereby reducing or
even eliminating sampling risk

The efficient analysis of non-financial data (such as who processed transactions and
when) to assist with fraud detection and control deficiencies.

The ability to share useful data on all of the above with the entity being audited,
enhancing the value of the audit\process




What are the challenges of using
Audit Data Analytics?

» Data privacy and confidentiality
* How is data gathered / extracted?
* Data cleansing / manipulation

* (Training in how to use the tools




Essential skills for using Data
Analytics

« Basic data literacy

« Data acquisition

« Data quality assessment

« Data ethics

« Awareness of the ‘art of the possible’

ICAEW Publication — March 2025




Where and when to use Data
Analytics

Not just for preliminary and final analytical reviews!
Generate/ support substantive analytical procedures
Comparing two sets of data

100% testing

Quality data and Quality requirement / procedures




Journal Entry Testing

» Obvious choice?
* ISA 240 requirement to test

« Data validation
» Reconcile GLto TB
« Journal entry sequence check

« Test controls over journal processing




Journal Entry Testing

« Potential procedures
» Date parameters — looking for weekends / non work days
* Non-balancing entries
» Key words
* Round sum journals
 Users

« Benford's Law




Revenue Cycle

« Only able to test what is there?

« Butlook at patterns and trends which might show missing
items

» Linkage across cycles

Data validation
» As before but also:
» Reconcile GL to Receivables ledger

s *  Segmentation needed?
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Revenue Cycle

« Potential procedures:
» Duplicate invoice detection
* Sequence gap analysis
» Price-Quantity outliers
* Revenue trends

» Cut-off testing — looking at time lags / differences




Payments cycle

« Look at expenses compared to payables.
* Need to be tailored to the entity and their processes

« Data validation
» As before but also:
» Reconcile GL to payables ledger
« Controls testing over payments cycle

» Approved policies




Payments cycle

« Potential procedures
» (Gross margin analysis
« Commissions recalculations
« Vendor review

» Purchases v Revenue trend comparison
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Payroll Cycle

* Fraud risk concerns
» Highly calculation based
« Reasonably simple to predict

« Data validation

» As before but also:
« Payroll to payroll nominals reconciliations

« Control testing over the payroll processes and systems
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Payroll Cycle

« Potential procedures:
» Duplicate employees
» Duplicate addresses
» Unusual time-keeping
« Comparison of pay to average and previous periods
« Employees on HR list v Payroll
- Etc..




Inventory

« Impact on two main primary Financial statements

» Linkage of sales, purchases and inventory data is powerful

« Data validation
» As before but also:
» Reconcile Opening inventory in reports to GL
» Reconcile Closing inventory in reports to GL

« Stock movements reconciliations




Inventory

« Potential procedures
« Matching final stock count to ledger movement data
« NRV analysis
» Obsolescence review
«  WAC analysis
* FIFO analysis




Gamechanger or A
Distraction? -




Uses of Al in Audit &
Assurance

« Minute / Note taker

* Risk suggestions

 Crafting letter / communications

» Review of large documents

» Explaining standards / requirements

* FEtc, etcetc




the audientce

Break things down — ask one thing at a time, not a shopping list
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Treat Al like an Audit
Assistant / trainee

* You would always properly brief an assistant

 You would never leave an assistant’'s work
un-reviewed
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The Audit &

Assurance Tech
Stack






Client take-on




Client take-on

Client Collaboration




Client take-on

Client Collaboration

Data extraction / cleansing / configuration / validation




Client take-on

Client Collaboration

Data extraction / cleansing / configuration / validation

Core workflow platform — procedures & evidence




Client take-on

Client Collaboration

Data extraction / cleansing / configuration / validation

Core workflow platform — procedures & evidence

Data analytics




Client take-on

Client Collaboration

Data extraction / cleansing / configuration / validation

Core workflow platform — procedures & evidence
Data analytics

Intelligent audit & assurance tooling



What are the
standard setters
and regulators
saying?



Data Analytics

IAASB

» Use encouraged by wording in ISA 315
Revised

« ATT Guidance




Data Analytics

FRC

Thematic Review

Conclusion “that technology has much to
offer the auditor in terms of efficiency and
effectiveness. It may be used increasingly to
support the assessment of the
reasonableness of estimates made by
management. The potential for the use of
technological resources to enhance audit
quality is clear. However, it is no replacement
for the skills and informed judgement of an
experienced auditor”




Data Analytics

FRC
« (Certification Thematic Review

» |mportant to understand development,
implementation and maintenance.

* ISQMT1 applies to ATTs just like anything else!




Artificial Intelligence

FRC

« Document some things centrally
» A description of the tool and its functions.
« When it is appropriate to use the tool.
* How the tool was developed.

* Why the firm is confident that the tool works as it is
intended to.




Artificial Intelligence

FRC
« Document some thing centrally
» What training, guidance and support is available to teams.

« How the tool is explainable (can you understand the
outputs based on the inputs); and




Artificial Intelligence

FRC
« Document some thing centrally

* How/why the use of the tool aligns with the UK
government’'s 5 Al principles, which are:

» Safety, security and robustness

» Appropriate transparency and explainability
* Fairness

» Accountability and governance

» Contestability and redress




Artificial Intelligence

FRC

« Document some thing on individual assignment files:
» Description of the tool and its function
« Why the team considered use of the tool appropriate

» Evidence of the tool's approval for use from the relevant
central function

» (Consideration of the outputs of the tool




Artificial Intelligence

FRC

« Could an experienced auditor understand what has been
done — remember ISA 230!




IAASB Technology Position

Direction of travel for standards development




Documentation

Basically — ISA 230!




« We are allowed to use technology

Summary

« We should be using technology

« It will drive quality and efficiency

e There are LOTS of use cases

« Alis here — embrace it

« Think about your whole tech stack

* The regulators are on board!




The content of this course, along with the slides and accompanying notes, remains the copyright of the presenter and should not
be reproduced, shared, distributed or provided to generative artificial intelligence (Gen Al) language models (or equivalent)
without permission.

Where this document contains public sector information, this is licensed under the Open Government Licence v3.0
(www.nationalarchives.gov.uk/doc/open-government-licence/version/3/).

Where reference is made to professional body websites, the copyright for the material in question is retained by the relevant
professional body. UK Accounting, Auditing and Ethical Standards are © Financial Reporting Council Ltd (FRC)
(https://www.frc.org.uk/about-the-frc/procedures-and-policies/disclaimer-and-copyright).

20:20 Innovation cannot accept responsibility for any person acting or refraining to act as a result of any material contained in
this document or information otherwise shared during or after the training course to which it relates.
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