HUMAN RESOURCE REVIEW WORK PROGRAM

Audit Objectives
	Objective

	1. Obtain an understanding of the Human Resource (HR) process.

	2. Evaluate the effectiveness and efficiency of the HR process and related internal controls.

	3. Evaluate the quality and integrity of information systems supporting the HR process.


Audit Procedures
I. Pre-Audit Steps
	Time
	Procedure
	Initial 
	Index

	
	1. Conduct a planning meeting to discuss scope, approach and timing with internal audit team manager. 

(a) Determine auditee’s expectations.

(b) Determine the appropriate contacts for the review.
	
	

	
	2. Obtain sufficient understanding of the audit area.

(a) Obtain and review any relevant material on the human resource process.

(b) Consider the need for discussion with H/R experts in planning, and audit development stages.

(c) Consult with other internal audit team members to discuss relevant work they have performed in this area.

(d) Review and known Best Practices related to the human resource process.  Additionally, review any prior internal audit reports on the subject.

(e) Review pertinent policies & procedures, written desk procedures, etc. to gain an understanding of this area.
	
	

	
	3. Send audit memo, which should include scope, approach and timing of the audit and detailed document request to the appropriate contact.  Document request list could include the following items:

(a) Copies of existing Human Resources policies & procedures 

(b) Organizational and process flow charts, if available

(c) New hire listing 

(d) Termination listing  

(e) System and password access to the HR system

(f) Access to HR employee files (upon request)
	
	

	
	4.    Schedule and conduct an opening meeting with H/R manager.  Restate the scope and timing of the audit and ensure that they are appropriate and meet the needs of the H/R function as well as the internal audit group.  Establish a schedule for status meetings and communication protocol.
	
	


II. Field Work - New Hires  
	Time
	Procedure
	Initial 
	Index

	
	1. Document our understanding of the new hire process.
	
	

	
	2. Determine/Inquire about the following:

(a) Is a new hire checklist utilized to ensure that all required documents are complete and maintained in the employee files?

(b) Have they completed I-9 (immigration) forms for everyone hired?

(c) Are there updated job descriptions that comply with ADA?

(d) Are new hire personnel files reviewed to ensure that complete documentation is maintained?

(e) Are personnel files maintained in locked cabinet drawers?

(f) Is a signature authorization matrix with approval limits created to ensure that adequate authorization for new hires takes place?
	
	

	
	3. Review the HR new hire report and randomly select 15 new hires for testing. 

(a) Trace new hire information to supporting documentation in the employee files and on-line system to ensure accuracy.

(b) Ensure that appropriate management levels approve new hire.

(c) Ensure that HR initiated addition of new hire to system in a timely manner.

(d) Test to ensure that the new hire employee files are proper authorized and include the following: offer letter, employment application, personal data sheet, non-disclosure agreement, employment requisition form, stock option request form (if applicable), relocation agreement (if applicable), sign-on bonus agreement (if applicable), background check authorization form, salary analysis, candidate interview evaluation sheet, required references, statement of ethics and values, W-4, I-9 checklist.  Review the company’s  policies and procedures and modify step II.3.(d) to ensure that any additional documentation is included in the personnel file.
	
	


III. Field Work – Terminations 
	Time
	Procedure
	Initial 
	Index

	
	1. Document our understanding of the termination process.
	
	

	
	2. Determine/Inquire about the following:

(a) How is HR notified of an employee termination/resignation?

(b) How is termination information provided to payroll?

(c) What are current turnover levels?  Note: 25%-30% turnover or more may indicate high degree of employee dissatisfaction and potential for lawsuits.

(d) Does HR conduct exit interviews?  Post-exit interviews?

(e) Is there a process to ensure that all outstanding loaned equipment (i.e., lap top computer, corporate credit card) is returned prior to an employee’s exit?

(f) Are relocation agreements and sign-on bonuses reviewed to ensure that any portion of costs is repaid to company before an employee exits? Reference section IV.2.(b)

(g) Does HR meet with the employee before they decide to leave?  

(h) Does the employee complete an interview personal questionnaire that lists the specific reasons for leaving the company?  If so, is this information tracked?

(i) For involuntary terminations, is a Personal Improvement Plan (PIP) maintained in the employee’s termination file.

(j) Is a termination checklist utilized to ensure that all required documents are complete and maintained in the employee’s file?
	
	

	
	3. Review the HR employee termination report and randomly select 10 terminated employees for testing. 

(a) Trace termination information to supporting documentation in the employee files and on-line system to ensure accuracy.

(b) Ensure that the termination is requested and approved by the appropriate management levels.

(c) Verify that the termination of the employee occurred on-line on the same date as it is listed in the personnel file.

(d) Test to ensure that the terminated employee files are proper authorized and include the following: termination certification form, leave termination request, resignation letter, exit interview questionnaire, loaned equipment memo; and a Personal Improvement Plan (PIP) and a copy of the final paycheck for involuntary terminations. Review the company’s policies and procedures and modify step 3(d) to ensure that any additional documentation is included in the termination file.
	
	


IV. Field Work – Relocation Expense/Sign-on Bonus
	Time
	Procedure
	Initial 
	Index

	
	1. Document our understanding of the relocation and hiring bonus process.
	
	

	
	2. Determine/Inquire about the following:

(a) What is the process to ensure that the amount paid out to the employee does not exceed the authorized amount?

(b) What is the process to ensure that relocation agreements/sign-on bonus agreements are reviewed to ensure that any portion of costs is repaid to the company before the employee terminates?
	
	

	
	3. Review the HR employee relocation and sign-on bonus reports and randomly select 5 employees with relocation expenses and select 5 employees with sign-on bonuses for testing:

(a) Trace relocation/sign-on bonus information to supporting documentation in the employee files and on-line system to ensure accuracy.  

(b) Verify that the offer letter documented the relocation/sign-on bonus amount. 

(c) Ensure that the amount paid out to the employee did not exceed the authorized amount.  

(d) Ensure that the personnel file contains a signed relocation agreement/sign-on bonus agreement.

(e) Ensure that all terminated employees that received sign-on bonuses or relocation expenses repay the portion of costs that is still owed to company.


	
	


V. Field Work –Pay Rate Changes
	Time
	Procedure
	Initial
	Index

	
	1. Document our understanding of the process for pay rate changes.
	
	

	
	2. Determine/Inquire about the following:

(a) Is an automated process in place to approve an employee’s pay rate change?

(b) Is a signature matrix utilized to ensure that pay rate changes are adequately authorized?
	
	

	
	3. Review the HR employee report and randomly select 5 employees with pay rate change for testing:

(a) Trace information to supporting documentation in the employee files and on-line system to ensure accuracy.  

(b) Verify that the appropriate level of management approved the change in pay rate. 

(c) Ensure that subsequent disbursements occurred at the new rate.

(d) Ensure that the change in pay rate was added to the system timely.
	
	


VI. Field Work –Performance Evaluations/Training 

	Time
	Procedure
	Initial 
	Index

	
	1. Document our understanding of the performance evaluation process.
	
	

	
	2. Determine/Inquire about the following:

(a) What type of performance evaluation process is in place?  Is this system automated?

(b) Is there an annual review process in place to discuss salary?

(c) Is there a formal disciplinary procedure in place?

(d) Is their supervisor training on how to conduct effective appraisal sections?

(e) Is upward feedback utilized?

(f) What types of performance metrics are in place?
	
	

	
	3. Review a sample of employees hired in the prior year to determine if an adequate performance evaluation process took place.
	
	


VII. Field Work –Other

	Time
	Procedure
	Initial 
	Index

	
	1. Determine/Inquire about the following:
LEGAL

(a) Have they been any H/R related lawsuits in the past?  

(b) Any current or potential lawsuits?

OUTSOURCING
(a) What components of the HR processes are outsourced and how are these processes monitored?

HR EFFECTIVENESS        

(b) Can they identify three areas of HR that are the strongest and three areas they have the greatest opportunity for further development or improvement?

(c) What are the skills and qualifications of the HR staff?  Are they generalists that gravitated into HR with no specialized background or training?

(d) How are other companies managing their H/R resources?  Are there any benchmarking opportunities?

TRAINING AND DEVELOPMENT
(e) Is there a formal training and development plan in place?

(f) Do employees receive all the training they need to be effective in their job?
	
	


VII. Field Work –Other continued
	Time
	Procedure
	Initial 
	Index

	
	HRIS (Human Resources Information System)

(g) Does the HRIS system communicate with payroll?

(h) Can their HRIS system manage annual salary administration, budgeting, tracking market data, job evaluation, salary history, and updating their salary structure?

(i) Can termination checks be processed by payroll before termination is entered in HRIS system?

(j) Is the HRIS system password protected? If so, how often is password changed? Number of characters? Inactive screen time?

COMPENSATION

(k) Ask to see a salary list by highest salary grade.  Are there any major inequities within salary grades or many employees paid over or under their respective range?

(l) Are there established grades and salary ranges?

(m) Is there a comparison made to market level salaries on a periodic basis?

(n) Are the compensation surveys up-to-date?

RECRUITING AND RETAINING
(o) What is the time/cost to fill positions?  It there a metric tracking this?  Note: 6 months is too long.

(p) How is HR notified that there is a staffing need?

(q) Is there excessive turnover?

(r) Are job openings posted internally?  On the web? 

(s) Are pre-employment tests conducted?

(t) Are 360-degree interviews performed?

(u) Are offers contingent on reference and background checks?

(v) Is there an employee referral process in place?

(w) Are team building projects in place (i.e., clarifying goals, common visions)?
	
	


VIII.  Reporting Activities
	Time
	Procedure
	Initial 
	Index

	
	1. Prepare preliminary draft of audit report and include the following:

(a) Document the HR process via high-level process maps, identifying any controls and weaknesses.

(b) Provide HR any known “Best Practices” and evaluate the efficiency and effectiveness of business processes against “Best Practices.”

(c) Incorporate the benchmarking analysis comparing HR operations against other companies.

(d) Document the results from the limited transaction testing performed.

(e) Summarize observations and management action plans.
	
	

	
	2. Issue a draft report:

(a) Issue preliminary report to management for their comments, responsible party and implementation timing.

(b) Clearly set the deadline for management’s response.

(c) Validate the accuracy of the report.

(d) Retain management’s responses in the workpapers.
	
	



