Audit Planning Memo: Construction Contractor
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement or the firm, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards or with any law or regulation. Use it for contractors that recognize revenue over time. Combine it with the contractor audit program and the standard planning memo.]
	To
	Engagement file; engagement partner

	From
	[Name, Title]

	Date
	[MM/DD/YYYY]

	Client and period
	[Client Name], [period end]

	Subject
	Planning memo, construction contractor audit



1. Business and contract profile
	Item
	Entry

	Contract types
	[Fixed price / cost-plus / time and materials / unit price / design-build]

	Customers and markets
	[Public / private; concentration; top five customers by revenue]

	Backlog and bonding
	[Backlog $; surety; bonding capacity; bank line]

	Joint ventures and subcontractor reliance
	[Description]

	Seasonality and regional factors
	[Notes]



2. Revenue and estimate risks
Revenue recognized over time using an input method depends on total estimated costs. Management’s estimate of costs at completion is the main estimate (ASC 606-10-25-27, 606-10-55-20). Inputs that do not depict the transfer of control, such as uninstalled materials, need separate consideration (606-10-55-21).
	Risk
	Source
	Assertion
	Response

	Estimates at completion are too low, accelerating revenue
	Estimating process; margin fade history
	Valuation, accuracy
	[Procedures]

	Unapproved change orders and claims
	Contract terms; disputes
	Valuation
	

	Job costs charged to the wrong contract
	Cost coding; related entities
	Accuracy, classification
	

	Unrecorded costs at period end
	Subcontractor billing lag
	Completeness, cutoff
	

	Loss contracts not provided for
	Bidding; cost increases
	Completeness
	

	Fraud risk in revenue recognition and management override
	Pressure on bonding and covenants
	Occurrence
	



3. Controls and information systems
	Item
	Entry

	Job cost system and WIP schedule preparation
	[System; who prepares and reviews]

	Estimating review controls (project manager, controller, executive review)
	[Description; reliance planned?]

	Billing, retainage and pay application controls
	[Description]



4. Materiality and scope
	Item
	Entry

	Materiality
	[Overall / performance / clearly trivial; basis]

	Jobs selected for detailed testing
	[Selection criteria: size, margin, fade, status]

	Site visits and inquiries of project managers
	[Planned]

	Specialists (engineers, schedulers, legal)
	[If any]



5. Team and timetable
	Item
	Entry

	Team and review responsibilities
	[Names]

	Timetable
	[Planning / WIP schedule received / fieldwork / report]



Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
