"IDEAScript:  Benford 2nd - 3rd - 4th - digit test.iss

" Author : Brian Element
' Date : August 7, 2012
' Purpose : This test will create up to 3 files, one for the 2nd digit test, one for the third

' and one for the 4th digit test.

' The test is taken from the following book:

' Nigrini, Mark J. PhD, "Defining the First and First-Two Digits" Benford's Law
' Applications for Forensic Accounting, Auditing, and Fraud Detection.

' Hoboken, New Jersey, Page 6
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This script will perform the 2nd, 3rd and 4th digit test as outlined in Mark J. Nigrini's book Benford's Law
Applications for Forensic Accounting, Auditing, and Fraud Detection based on the expected percentages
as listed on page 6 of this book.

When you run the script you will be given the followin menu.

| Menu @

Select File Mo file selected

Client Field |

v| ‘ Optional fields

| v |

Amount Field

Include Values

Murnber of transaction per client 1000
@ Positive
Digit Test Negative
2nd Digit 3rd Digit dth Digit

oK. | Cancel | | Help |

The menu allows you to select the file you wish to perform the analysis on, choose a client field (such as
a vendor) and the corresponding amount field. The analysis will be performed on each individual client
within the database.

The script also allows for optional fields as works in the same way as selecting optional fields when
performing a summary.

The script also can be run on positive or negative values and it can be run on clients that have a certain
number of transactions. Benford's analysis is best run on clients that have a larger number of
transactions.

You can choose one or all of the Digit Tests to be run.



W Benford 2nd digit testIMD

WENDORNUM SECOMND_DIGIT TOTAL_RECORDS | ACTUAL EXPECTED DIFFEREMCE PERC_DIF

1 2001 0 46097 537 562.136960 2514 4.47
2 2001 1 46087 533 534941330 1.94 0.36
3 2001 2 4697 537 511127540 -25.87 -5.06
4 2001 3 4697 479 480.038010 11.04 225
5 2001 4 46097 436 471156070 3516 746
6 2001 5 46087 478 454.105360 -23.89 -5.26
7 2001 6 4697 453 438558890 -14.44 -3.29
8 2001 7 4697 455 424373850 -30.63 -1.22
9 2001 8 46097 297 411.316290 14.32 348
10 2001 ) 46087 392 389.245000 125 132
11 2330 ] 1468 156 175.690240 19.69 11.21
12 2330 1 1468 153 167.190520 1419 8.49
13 2330 2 1468 160 158.747760 -0.25 -016
14 2330 3 1468 135 153.156440 18.16 11.86
15 2330 4 1468 1e1 147.255080 -13.74 -9.33
16 2330 5 1468 140 141.926240 193 136
17 2330 6 1468 168 137.067160 -30.93 -22.57
18 2330 7 1468 151 132.633800 -18.37 -13.85
19 2330 8 1468 145 128.552780 -17.45 -13.57
20 2330 9 1468 93 124.780000 26.78 .46

The output will be similiar to the above screen shot. It will show the client (in this case the Vendornum),
the second digit that is based on the amount field. The total records for that cleint, that actual number of
records for that client based on the second digit. The expected result which is based on the table from
Mark Nigrini's book. The difference between the actual and expected and the percent difference.

Note: There is currently one limitation to this test. If a client does not have a digit, so in the case of the
second digit test if there is no 3 in any of the amounts there will be no record for the 3 and as such there
would be no expected result when the action would be 0.




