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How Analytical Procedures Help
Evaluation of Financial Data
Analytical procedures are used by accountants in multiple levels of service, and they
are critical to evaluating �nancial data and variations that occur in �nancial data. But
selecting and documenting analytical procedures are subjective processes, so the
area of analytical procedures is one that can cause frustration for accountants.
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Analytical procedures are used by accountants in multiple levels of service, and they
are critical to evaluating �nancial data and variations that occur in �nancial data.
But selecting and documenting analytical procedures are subjective processes, so the
area of analytical procedures is one that can cause frustration for accountants. 

Analytical procedures are “evaluations of �nancial information through analysis of
plausible relationships among both �nancial and non�nancial data,” according to
an AICPA statement on audit standards related to analytical procedures. “Analytical
procedures also encompass such investigation, as is necessary, of identi�ed
�uctuations or relationships that are inconsistent with other relevant information
or that differ from expected values by a signi�cant amount.”

In other words, analytical procedures are an important aspect of not only
understanding �nancial data, but also of �agging and researching inconsistencies.
As a result, accountants are often planning and evaluating the results of analytical
procedures.

In review engagements, analytical procedures are used to help provide limited
assurance that the �nancial statements don’t require material adjustments. For
example, accountants develop expected values regarding various �nancial ratios,
based on the accountant’s understanding of the company and industry trends, as
well as the accountant’s understanding of potential areas of increased risk of
misstatement. 
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In audit engagements, according to the AICPA statement AU Section 329, analytical
procedures are used:

• To assist in planning the nature, timing and extent of other auditing procedures;

• As a substantive test to obtain audit evidence about particular assertions related to
account balances or classes of transactions, and

• As an overall review of the �nancial information in the �nal review stage of the
audit.

In other words, analytical procedures are used throughout the audit engagement –
in audit planning, execution and review. As a result of their importance, developing
and documenting analytical procedures can consume a lot of time.

Some accountants use software to streamline the preliminary analytics for audit and
review and to standardize the analytical procedures. In this way, technology can
allow the accountant to have more time available to look at overall conditions of the
client’s �nances, and at values that may be out of line.
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