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Overall Process



Components Of Risk Based SAP Model
• Bifurcate FS Transactions By Debits & Credits

• Bifurcate FSA Transactions By Debits & Credits

• Determine The Highest Correlated Sequence

– Credit Cards – Daily

– Retail Sales – Weekly

– Real Estate – Monthly

• Establish Comparative Reporting Periods

– Year to Year

– Quarter to Quarter

• Establish Audit Risk Platform

– Model Identification

– Base Data Set



Components Of Risk Based SAP Model

• Key Components For Audit & IT Control Risk Beta

– Stationary Model

– Non Stationary Model

– Financial Volatility Model

– Identification of Maximum Exposure To Loss Model

– Trend Identification Model

• Risk Measurement Index

– Low Risk (0 to .50)

– Moderate Risk (.51 to 1.0)

– High Risk (Above 1.0)

• Strata Of High Risk Population
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Questions

• Currently In Use?  – YES

• Compliance With AS5?  – Yes

• Is it an Efficient Way to Audit? – Yes

• Integrate Process With Documentation? – Yes

• Is This a Silver Bullet for all Audits? No, Must Be 
Tailored by Specifics of Industry and Company.

• Is it an Effective Way to Integrate New SAS & AS 
Pronouncements into Audits? – Yes

• Can It Be Adapted As Internal Control Process - Yes


