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A. OVERALL AUDT OBJECTIVES

1. Foed s er

finance lease/hize purchased that are used m the company’s
Speratians of under coRstru

2. The procurement of the fowed asvets m properly done based on
company's pohicies and procedures and lnst of authere:

3 Fixed nssets

4 The fezed aseste phyncally st

1. Feview and upd

2. Determine
method.

C. AUDIT PROCEDURES

1. Propore/update system netes and wentdy sudiee’s whernal
ontrols over foed assets such as

+ Purchasing

ets represent all tanghle asvets cwned or held und

ction

are preperly recarded o cost/valuntion

ste the work program.

and document population, sample soo and sampling

decisssn and suthorastion bevel

* Payment or

@
opproved

hare purchase/finance lease arrangement properly
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AUDIT PROGRAM

w/P
REF

AUDITOR
IMITLALS

Thee

ope

GENERAL:

Fayroll Department & responsible for processing all District payrolls and

compliance with al rules and regulations pertaining 10 and/or resulting from payroll

rations which includes the following:

+ Timely and accurate payrment of wages, proper deductions of employee elected
plang, and maintaining individual leave balances,

+ Taxing reporting, and payment of all related taxation Rems

*  Maintaining records and reports reguined by the District, State, and Federal
Rover nmantal agendies pertaining to personnel pad through the payrod| system,

+ Reconciiation of all payroll and data to the general ledger.

)

3)

4)
=)

&)

7

ALICAT OB ECTIVES;

Comprebhensive policies and procedures addre<iing payroll activities have been
developed and documented:

The DEtrict 5 In compliance wath the estabished policies and regulatory
requirements.

Adeguacy of internal controls relative to data integrity, error detection,
segregation of duties, and restricted access to propery authorzed employees;

To determine i salary and wages are authorized and accurately recorded;
Payments to employees are complete, accurate, timely, and vald;

Taing. reporting. and payment of all related taxation items & accurate, complete,
and filed timaely;

Recorded balances are regulaiy substantiated and reviewed.

1)

ALIDIT PROCEDURES;

General




AUDIT RESULTS
Execulive Sumiinary

[wverall, HRIS does an efiective pob of processing the bi-weekly payroll within the
mandated ttmeframe and often onder challenging conmemstances.  However, our review of the
payroll process revealed mbermal cantmol weaknesses reiaied o the lack of ssgregation of duties
with the HR1S employers who are respomsible for pavroll processing. The Supervisor has
unrestricted sccess 1o all of the componemts within the Human Capital Management monduole in
5AP. These components include Organizational Mamagement, Benefits, Pesoonel and Traneel
Audministratian, as well 25 Time Marsgement, and Trammg and Events Managemeni. The HRIS
iram, consisimg af a Supervisor and four Analysis, have the vanous levels of authonty to changs
timesheet, benefits and paymll reconds {see table on Page 5 for approval authonty detags)

This level of authority enahles the HRIS Supenisor and staff io both imibate and exeouie
timesheet and paymll rarsactions asonommesly, whisch result in a lack of segregation of duties
amil an miermal contmol weakness. For example, the Supenvisor and a HR1S siaff have the authocty
in ad mew Fmplovess and remove separatng emplovess m the SAP Human Captal M anoage mems
modale. Thes approval aishaority is necessary o ensure that payrodl i processed and eoooces are
carmecird in a timely mamner but compensading controds shonld be mplemenied to redooe the nsks
assnciated with thes coniml weakness Thus, io strengihen mierma] conimal ower the paymoll process
anil compersaie for this weakness, we reoommenid ihai any changes to peymol] recomds made by
the HRIS Supervisor and other authorzed staff showld be reoorded in am excepiions report 2nd
reviewed by the Human Resources Bureau Chef.

Employee supervisors and managers are responsible for iimesheet approvals and adberence
in Disimict policees 2nd procedures. We noted vanme rrmos and wamings resulfing from emplo vee
time sheet iopu thai canses mefhcienoes and onmecessanty delays compleiian of the paymll
processing. Good imermal conbmols would reqoire time approval mansgers o rowtinely review the

amdi repart that 15 min every paymall for eorors or wamings relaied o their employees bedore ieme

15 approved.  Accordingly, we recommend that manegers and supervisors mutinely condwct such
a review.

We conducied an awdit sest to verify that al emplovees included in the SAP paymoll register
ane bomn fide emplovess by companng emplovess reconded in the SAP payml] register to those in

Revised as of 05-11-2010

AUDITING REQUIREMENTS (DRAFT)

Furndamental Pnnoples goverrung the fnanaal ransach ons and cpemtons of any govemment
RRemcy a3 provided undey Sechon 4 of FD 1445

1 Mo money shall be paad out of amy public treansy of depontony =toep! in pursance of an
appropriabion law or other speciBic sahsiony suthonty

oveanmait hnds o poopaty shall be spent or used sal &Yy fof public paaposes

Trust fands shall be avmlable and may be spend caly for the speafic purposs for winch the
triest wat created of the funds receved

4 Fiscal responmbelity shall, to the greatest extest, be shared by all hose exeraang authonty
gver the financal affiers, tansctons, and cpeations of the govermenent agency
Dashursements or dispenbion of government fands or property shall mmvanably bear the
approval of the proper officals

Clams agunst government funds shall be supporied vath complete doommentation

All laws apd regulations appliable to Enancal tenmchons shall be Bathfully adhered to
Crenemlly accepted pnpaples and prachices of accounting as well as of sound management and
Becal aderum strabon thall be obasarved, prowvided that they do not contravens Sostng bws and
reguiat ont

Ceneral Regurements for All Tvpes of Dhsbarpernent

Catificate of Availabality of Fumids isnsed by the chhef peconmbat

Emsience of lwwfa and sufficent allotment duly obligafed az ceaified by authonzed
officuals {except for corporabions)

Legality of ransachon and confonmty wath laws, niles and reguiations

Approval of expenditure by Head of DfBce or lns authonzed representabive
suffiaent and red svant doouments to establash vahidety of dam

LaF 1o

i

L e ]

Speafic Reqmerements :I:pe Fach Type -:!'I:fu]:-'j':-:rm:nr
10 Cash Advances
11 Granbng of Cash Advanoes

Carraeren Caualel o

The res and regulations on the gant and hqudaton of cash adwances ase
prescbed mnder COA Cradar Mo §7-000 dated Febriary 10, 1997 and rateated
in COA Circular Bo N0P-007 dated Nay 13, 2000 and Sectson 85 of PO 14435
Thete paddines pronade, among others

- Mo eash advance shall be gven unless for a legally
mEhanzed speafic pupoze

. Mo additicnal cath advences shall be allowsd to asy
effical or employes unless fhe prenous cath adwance gven him i fird
hiepudated and accounted for in the boolkc

. Mo cash sdvance thall be panted for payments on

acooumt o infastruchere projedcs or other undertalang on a proect bans

Fgw " dd

Payroll audit procedures. Payroll audit program pdf. Payroll audit program. Payroll audit program template.

Application controls apply to data processing tasks such as sales, purchases and wages procedures and are normally divided into the following categories: (i) Input controls Examples include batch control totals and document counts, as well as manual scrutiny of documents to ensure they have been authorised. The controls over the development and
maintenance of both types of software are similar and include: Controls over application development, such as good standards over the system design and program writing, good documentation, testing procedures (eg use of test data to identify program code errors, pilot running and parallel running of old and new systems), as well as segregation of
duties so that operators are not involved in program development Controls over program changes - to ensure no unauthorised amendments and that changes are adequately tested, eg password protection of programs, comparison of production programs to controlled copies and approval of changes by users Controls over installation and maintenance
of system software - many of the controls mentioned above are relevant, eg authorisation of changes, good documentation, access controls and segregation of duties. For instance, the beginning balances on the receivables ledger plus the sales invoices (processing run 1) less the cheques received (processing run 2) should equal the closing balances
on the receivable ledger. Other examples of output controls include the controlled resubmission of rejected transactions, or the review of exception reports (eg the wages exception report showing employees being paid more than $1,000). Question 4 in the December 2007 Paper F8 exam required students to explain how audit software could be used
to audit receivables balances. General IT controls that maintain the integrity of information and security of data commonly include controls over the following: data centre and network operations system software acquisition, change and maintenance program change access security application system acquisition, development, and maintenance (ISA
315 (Redrafted)) ‘End-user environment’ refers to the situation in which the users of the computer systems are involved in all stages of the development of the system. The aim of this article is to help students improve their understanding of this topic by giving practical illustrations of computer-based controls and computer-assisted techniques and the
way they may feature in exam questions. Internal controls in a computer environment The two main categories are application controls and general controls. It requires the auditor to obtain an understanding of the information system, including the procedures within both IT and manual systems. The principle objective is to test the operation of
application controls. The embedded code is designed to perform audit functions and can be switched on at selected times or activated each time the application program is used. Using audit software, the auditor can scrutinise large volumes of data and present results that can then be investigated further. Examples of errors that might be included:
supplier account codes that do not exist employees earning in excess of a certain limit sales invoices that contain addition errors submitting data with incorrect batch control totals. Students need to ensure they have a complete understanding of the controls in a computer-based environment, how these impact on the auditor’s assessment of risk, and
the subsequent audit procedures. To avoid this, an integrated test facility will be used (see other techniques below). Embedded facilities can be used to: - Gather and store information relating to transactions at the time of processing for subsequent audit review; the selected transactions are written to audit files for subsequent examination, often
called system control and review file (SCARF) - Spot and record (for subsequent audit attention) any items that are unusual; the transactions are marked by the audit code when selection conditions (specified by the auditor) are satisfied. (ii) System development controls The other general controls referred to in ISA 315 cover the areas of system
software acquisition development and maintenance; program change; and application system acquisition, development and maintenance. However, the set-up is costly and may require the auditor to have an input at the system development stage. Test data can be used ‘live’, ie during the client’s normal production run. Exam focus Students often
confuse application controls and general controls. (iii) Output controls Batch processing matches input to output, and is therefore also a control over processing and output. The alternative (dead test data) is to perform a special run outside normal processing, using copies of the client’s master files. This technique is also referred to as tagging.
Application controls can be preventative or detective in nature and are designed to ensure the integrity of the accounting records. Students should refer to the model answer to this question. Embedded audit facilities (embedded audit monitor) - also known as resident audit software; requires the auditor’s own program code to be embedded into the
client’s application software. Computer-assisted audit techniques Computer-assisted audit techniques (CAATSs) are those featuring the ‘application of auditing procedures using the computer as an audit tool’ ( Glossary of Terms ). ‘System software’ refers to the operating system, database management systems and other software that increases the
efficiency of processing. (i) Planning The Appendix to ISA 300 (Redrafted) states ‘the effect of information technology on the audit procedures, including the availability of data and the expected use of computer - assisted audit techniques’ as one of the characteristics of the audit that needs to be considered in developing the overall audit strategy.
These controls help ensure that transactions occurred, are authorised and are completely and accurately recorded and processed (ISA 315 (Redrafted)). (iv) Master files and standing data controls Examples include one-for-one checking of changes to master files, eg customer price changes are checked to an authorised list. They can then be ignored
when client records are printed out, and reversed out later. The level of audit testing will depend on the assessment of key controls. Many answers referred to passwords and physical access controls - which are examples of general controls - and thus failed to gain marks. The following is an example of how this could be applied to the audit of wages:
Select a random sample of employees from the payroll master file; the auditor could then trace the sample back to contracts of employment in the HR department to confirm existence Report all employees earning more than $1,000 per week Compare the wages master file at the start and end of the year to identify starters and leavers during the
year; the auditor would then trace the items identified back to evidence, such as starters’ and leavers’ forms (in the HR department) to ensure they were valid employees and had been added or deleted from the payroll at the appropriate time (the auditor would need to request that the client retain a copy of the master file at the start of the year to
perform this test) Check that the total of gross wages minus deductions equates to net pay. Application controls These are manual or automated procedures that typically operate at a business process level and apply to the processing of transactions by individual applications. (iii) Testing ‘“The auditor shall design and perform further audit procedures
whose nature, timing and extent are based on and are responsive to the assessed risks of material misstatement at the assertion level.” (ISA 330 (Redrafted)) This statement holds true irrespective of the accounting system, and the auditor will design compliance and substantive tests that reflect the strengths and weaknesses of the system. The
operation of batch control totals, whether programmed or performed manually, would also be relevant to this question. The obvious disadvantage with this choice is the danger of corrupting the client’s master files. In other words, if the auditor relies on internal control in assessing risk at an assertion level, s/he needs to understand and test the
controls, whether they are manual or automated. ‘Round the machine (computer)’ v ‘through the machine (computer)’ approaches to testing Many students will have no experience of the use of CAATS, as auditors of clients using small computer systems will often audit ‘round the machine’. To answer this type of question, you need to link the
functions listed above to the normal audit work on receivables. When data is input via a keyboard, the software will often display a screen message if any of the above checks reveal an anomaly, eg ‘Supplier account number does not exist’. CAATs are normally placed in three main categories: (i) Audit software Computer programs used by the auditor
to interrogate a client’s computer files; used mainly for substantive testing. (ii) Risk assessment 'The auditor shall obtain an understanding of the internal control relevant to the audit.” (ISA 315 (Redrafted)) The application notes to ISA 315 identify the information system as one of the five components of internal control. Application software refers to
particular applications such as sales or wages. The attraction of embedded audit facilities is obvious, as it equates to having a perpetual audit of transactions. The auditor still needs to obtain an understanding of the system in order to assess control risk and plan audit work to minimise detection risk. This total could also be printed out to confirm the
totals agree. However, cost considerations still appear to be a stumbling block. For instance, when answering the ICE question, ‘Can liabilities be incurred but not recorded?’, the auditor needs to consider manual controls, such as matching goods received notes to purchase invoices - but will also consider application controls, such as programmed
sequence checks on purchase invoices. In small computer-based systems, ‘auditing round the computer’ may suffice if sufficient audit evidence can be obtained by testing input and output. If these are programmed controls, the auditor will need to ‘audit through the computer’ and use CAATSs to ensure controls are operating effectively. Embedded
audit facilities are often used in real time and database environments. The totals from one processing run, plus the input totals from the second processing, should equal the result from the second processing run. This means that the auditor reconciles input to output and hopes that the processing of transactions was error-free. (ii) Test data Test data
consists of data submitted by the auditor for processing by the client’s computer system. These questions remain the same - but in answering them, the auditor considers both manual and automated controls. The software consists of program logic needed to perform most of the functions required by the auditor, such as: select a sample report
exceptional items compare files analyse, summarise and stratify data. Written by a member of the Paper F8 examining team These procedures will often involve the use of computer-assisted audit techniques (CAATSs). In the June 2008 CAT Paper 8 exam, Question 2 asked candidates to provide examples of application controls over the input and
processing of data. In the ‘through the machine’ approach, the auditor uses CAATSs to ensure that computer - based application controls are operating satisfactorily. (iii) Other techniques There are increasing numbers of other techniques that can be used; the main two are: Integrated test facility - used when test data is run live; involves the



establishment of dummy records, such as departments or customer accounts to which the dummy data can be processed. Conclusion The key objectives of an audit do not change in a computer environment. Auditors often use internal control evaluation (ICE) questions to identify strengths and weaknesses in internal control. They can be further
categorised into: Package programs (generalised audit software) - pre-prepared programs for which the auditor will specify detailed requirements; written to be used on different types of computer systems Purpose-written programs - perform specific functions of the auditor’s choosing; the auditor may have no option but to have this software
developed, since package programs cannot be adapted to the client’s system (however, this can be costly) Enquiry programs - those that are part of the client’s system, often used to sort and print data, and which can be adapted for audit purposes, eg accounting software may have search facilities on some modules, that could be used for audit
purposes to search for all customers with credit balances (on the customers’ module) or all inventory items exceeding a specified value (on the inventory module). A regular printout of master files such as the wages master file could be forwarded monthly to the personnel department to ensure employees listed have personnel records. Relevant
auditing standards References will be made throughout this article to the most recent guidance in standards: ISA 300 (Redrafted) Planning an Audit of Financial Statements ISA 315 (Redrafted) Identifying and Assessing the Risks of Material Misstatement Through Understanding the Entity and Its Environment ISA 330 (Redrafted) The Auditor’s
Responses to Assessed Risks. However, this is no longer true, and audit software is available that enables the auditor to interrogate copies of client files that have been downloaded on to a PC or laptop. For this reason, the auditor will arrange for dummy data to be processed that includes many error conditions, to ensure that the client’s application
controls can identify particular problems. Impact of computer-based systems on the audit approach The fact that systems are computer-based does not alter the key stages of the audit process; this explains why references to the audit of computer-based systems have been subsumed into ISAs 300, 315 and 330. When testing a computer information
system, the auditor is likely to use a mix of manual and computer-assisted audit tests. The auditor needs to determine which of these functions they wish to use, and the selection criteria. General controls These are policies and procedures that relate to many applications and support the effective functioning of application controls. An example of the
operation of batch controls using accounting software would be the checking of a manually produced figure for the total gross value of purchase invoices against that produced on screen when the batch-processing option is used to input the invoices. (i) Administrative controls Controls over ‘data centre and network operations’ and ‘access security’
include those that: prevent or detect errors during program execution, eg procedure manuals, job scheduling, training and supervision; all these prevent errors such as using wrong data files or wrong versions of production programs prevent unauthorised amendments to data files, eg authorisation of jobs prior to processing, back up and physical
protection of files and access controls such as passwords ensure the continuity of operations, eg testing of back - up procedures, protection against fire and floods. Exam focus Sometimes, questions will present students with a scenario and ask how CAATs might be employed by the auditor. The reason for the popularity of this approach used to be the
lack of audit software that was suitable for use on smaller computers. (ii) Processing controls An example of a programmed control over processing is a run-to-run control. Data without errors will also be included to ensure ‘correct’ transactions are processed properly. The most common example of programmed controls over the accuracy and
completeness of input are edit (data validation) checks when the software checks that data fields included on transactions by performing: reasonableness check, eg net wage to gross wage existence check, eg that a supplier account exists character check, eg that there are no alphabetical characters in a sales invoice number field range check, eg no
employee’s weekly wage is more than $2,000 check digit, eg an extra character added to the account reference field on a purchase invoice to detect mistakes such as transposition errors during input. They apply to mainframe, mini-frame and end-user environments. Relevant to Foundation level Paper FAU and ACCA Qualification Papers F8 and P7
(Int and UK) The accounting systems of many companies, large and small, are computer-based; questions in all ACCA audit papers reflect this situation. Accordingly, application controls relate to procedures used to initiate, record, process and report transactions or other financial data. In this case, the danger of corrupting the client’s files is avoided
- but there is less assurance that the normal production programs have been used.
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