Plan the Use of IDEA

The main steps to using IDEA in an audit are:

i. Determine Whether IDEA is Appropriate for the Audit 

ii. Outline Your Objectives 

iii. Download Required Data 

iv. Understand the Uses of IDEA 

i. Decide Whether to Use IDEA

You can judge the likely benefits from using IDEA from the audit objectives and expected problems, as well as the volume and width of data. Additional consideration should be given to the usefulness of additional analyses over what is currently provided by the system and whether any special factors apply, such as fraud detection and investigation, Value For Money audits (in obtaining performance statistics), and special investigations.

There is some time in actually performing the IDEA tests although this is not normally significant. The use of IDEA may replace other tests and give an overall time saving. 
ii. Audit Objectives

In routine audits, you can use IDEA to meet the following objectives:

1. Mechanical Accuracy: IDEA is excellent for proving calculations. 

2. Analytical Review: IDEA can help with the preparation of figures for an analytical review. In particular, it can generate analyses which would not otherwise be available. Stratification provides a profile of the population in value bands, groups of codes, or dates. This is particularly useful when auditing assets such as debtors, inventories, loans, or for a breakdown of transactions. Additionally, you can summarize the information by trends, if you require graphical analysis by particular codes or sub-codes. You can also compare figures against previous years.
3. Exception Testing: You can use exception testing to identify unusual or strange items. These may simply be large items, or where the relationship between two pieces of information on an item does not correlate. You can also check many fields of information for allowable values (for example, standard fees). To perform these tests, use Direct Extraction. 

4. Cross-Checking: One of the common ways to test the validity of an item is to cross-check it against some other information. For example, checking addresses or bank details of employees against those on Accounts Payable files to see if any employees were also purporting to be suppliers. You can carry out these tests by importing both files and then using Join Databases. 
5. Duplicates testing: Duplicates testing can be very effective in certain circumstances, such as testing payments or looking for double input of ticket numbers during inventory counts. It may be necessary to join two files together first in order to perform a validity test, such as joining a transaction file to a master file. It is run using Duplicate Key Detection.
6. Completeness: The major test is for gaps which can be done through gap detection. It may be appropriate to test for gaps on a series of cheque numbers and for completeness of inventory ticket numbers. Another effective test for completeness is to cross-match between a master file and transactions to see if there are any items on the master file for which a transaction has not been raised. 

7. Cut-Off: You can test year-end ledger, inventory, or transaction files for cut-off by testing for items with dates or sequence numbers above or below the year end cut-off. For this test, use Direct Extraction. 

8. Other Audit Objectives: IDEA can often provide useful information in complex areas such as provisions and valuations by producing a number of views based on a series of different parameters. Taking inventory as an example, you can identify items that have not moved in three, six, nine and 12-month bands; match against post year-end sales to see what has not sold and net realizable value tested on those that have; and check items in inventory last year against what has not sold this year. 
iii. Determine Data Requirements
Once you have decided to use IDEA and defined the objectives, it is necessary to work out what data you require. This is often a two-way process in that the tests to be carried out are limited to the data that is available. You may require data from more than one file or computer system.
a) Data Availability

There are two main sources of finding out what data is stored:

· IT staff who support the system (possibly third party)

· Users who input, review, and own the data

Systems documentation describes, in theory, what should be held, but in practice fields may be used for a different purpose or not at all. For example, it is no use, designing a test based on date of birth to then find that the users do not bother entering dates of birth, hence, it is essential to research what data is available by discussing and requesting file layouts (also known as file or record definitions, schemas, or data dictionaries).

b) Data Request

In determining which data to obtain, it may be easier to request and import all fields. However, in some cases this may result in large file sizes and be time consuming to define all the fields when importing the file into IDEA. Further, in using IDEA there are a number of places where it is necessary to select fields. The more fields there are, the longer it takes for you to select the correct fields.

Therefore, it may be better to be selective, ignoring blank fields and unnecessary information. At the same time, do not omit key information.

Areas to consider include:

· Addresses

You can use addresses to perform ''fuzzy matching'', such as checking if any supplier addresses are the same as employee addresses. You may need addresses for circularization purposes. However, addresses take up a considerable amount of space. It may be possible to include only the first portion of an address.

· References

All fields with reference numbers should be picked up. These are likely to be needed for any joins to other files and are good for gaps and duplicates tests.

· Flags and codes

It is important to understand what flags and codes mean. You may often need to select items based on codes. They rarely take up much space and should be included.

· Dates

Dates are a valuable source for testing and should normally be included in the request. Care must be taken to understand how dates are used by a system and what they actually represent.

· Descriptions

Long descriptions can be truncated if space is short, but it is often useful to have a short description on the final output.

The need for other fields depends on the audit tests. If in doubt, include a field but at the end of an audit, as part of the review process; it is worthwhile noting what has been useful and what was not. In subsequent audits, you need to only import the necessary fields.

Once the requested data is made available, use the Import Assistant to aid you in transferring the data into IDEA, giving it an IDEA database format (.imd file name extension). 

iv. Understand the Uses of IDEA 
IDEA has a range of uses within audit, investigations, management accounting, and general enquiries. Example tests are listed under the following headings:

· General Financial Audit Use

· Specific Industry Tests

· Fraud Investigations

· Computer Security

· Management Accounting

