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Purposes of Overall Analytical Procedures
.01 As the audit nears completion, the auditor should perform overall analytical procedures as discussed in AU 329. The purpose of these procedures are
· to determine if an adequate understanding of all fluctuations from expectations and relationships in the financial statements has been obtained; or
· if not, to identify and resolve significant or unusual fluctuations from expectations that have not been identified and resolved in other audit procedures; and
· to determine if other audit evidence is consistent with explanations for fluctuations from expectations documented during overall analytical procedures; and

· to assist the auditor in forming an opinion on the financial statements that is based upon all the audit evidence obtained.

.02 If overall analytical procedures indicate that an adequate understanding of relationships and fluctuations has not been obtained or if there are inconsistencies in audit evidence gathered from other audit procedures, the auditor should make further inquiries and perform sufficient testing to obtain an adequate understanding or to resolve the inconsistencies.

.03 The auditor may perform overall analytical procedures in more detail than the financial statement level (supplemental analytical procedures) and then use the results of these procedures to “roll up” into and support the overall analytical procedures at the financial statement level. For example, the auditor may perform overall analytical procedures at the account level and roll them up to the financial statement line item to which they belong.

.04 The auditor may use analytical procedures to obtain complete or partial substantive assurance for certain accounts or to perform supplemental analytical procedures when detail tests are used exclusively to obtain substantive assurance. The auditor may use information obtained during these procedures as the basis for explanations of fluctuations for overall analytical procedures.

.05 The auditor who conducted the detail tests on an account generally should also conduct supplemental analytical procedures. This usually improves audit efficiency and effectiveness by building on the knowledge obtained during detail testing.

.06 The auditor generally should coordinate overall analytical procedures with the evaluation of the MD&A. For example, the auditor generally should use the MD&A, if available, to assist in performing overall analytical procedures. The auditor generally should also use the results of the analytical procedures to assist in forming conclusions about the information in the MD&A.

Performance of Overall Analytical Procedures
.07 The auditor should achieve the purposes of overall analytical procedures described above by: 
· Assessing expectations: The auditor should determine if expectations previously developed during preliminary analytical procedures in FAM 225.03 (a) are still appropriate or should be revised. 
· Comparing current-year amounts with expectations: This information may be on a summarized level, such as the level of financial statements, or a more detailed level, as discussed in FAM 520.03.  

· Identifying significant or unusual fluctuations from expectations that have not already been identified and resolved: The auditor should determine whether previously established parameters for determining if a fluctuation is significant are still appropriate. Parameters are usually based on tolerable misstatement. Unusual fluctuations include inappropriate accounting balances (such as debit balances in liability accounts), balances with either no current year or no prior year comparison, and decreases in property accounts that would normally occur only by disposition (instead of by misstatements). Fluctuations identified are a matter of the auditor’s professional judgment. The auditor should also evaluate the absence of expected fluctuations when identifying significant fluctuations (such as lower foreclosure rates on home loans despite higher default rates).
· Understanding identified fluctuations from expectations: The auditor should understand all significant fluctuations identified, obtain audit evidence corroborating the cause, and document the causes for the fluctuations. The documentation may be a brief description with a reference to corroborating audit evidence. If the auditor does not understand the cause of the fluctuation or if the understanding is not consistent with the audit evidence, the auditor should perform procedures to obtain an understanding or to resolve any inconsistencies.

· Evaluating the results of overall analytical procedures: The auditor should evaluate these results to determine if the auditor obtained an adequate understanding of significant fluctuations from expectations and if audit evidence is consistent and adequate to support the report on the financial statements.
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