Audit Program: Payroll
	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]



Purpose: to obtain sufficient appropriate evidence that payroll expense and related liabilities are authorized, recorded in the right period and amount, paid to real and current employees, and properly presented and disclosed.
Assertion key used below: E = existence / occurrence; C = completeness; R = rights and obligations; V = valuation, allocation or accuracy; CO = cutoff; CL = classification; P = presentation and disclosure. Scale the steps to the assessed risks and add entity-specific ones. Keep the substantive procedures AU-C 330 requires for each material class of transactions, account balance and disclosure, even where the assessed risk is low.
1. Account overview
	Item
	Detail

	Trial balance accounts covered (account # and name)
	[List]

	Balance this year / prior year (USD)
	$[Amount] / $[Amount]

	Materiality / performance materiality / clearly trivial (USD)
	$[Amount] / $[Amount] / $[Amount]

	Payroll processing: in-house or outsourced (provider name and SOC 1 availability)
	[In-house / Provider]

	Headcount, pay frequency and types of pay (salary, hourly, commission, bonus, tips)
	[Describe]

	Retirement and benefit plans, share-based compensation and union agreements
	[Describe]

	Total gross payroll for the year (USD)
	$[Amount]



2. Risk assessment for this area
Record the risks of material misstatement at the assertion level, the inherent risk factors behind them and whether each is a significant risk (AU-C 315, as revised by SAS 145). Link each risk to the procedures in Section 3 that respond to it (AU-C 330).
	Risk or consideration
	Assertion(s)
	Significant risk? (Y / N)
	Response (procedure refs)

	Fictitious (ghost) employees, or pay after termination
	
	
	

	Unauthorized pay changes, or overstated hours
	
	
	

	Unrecorded accrued compensation, bonuses and paid time off at period end
	
	
	

	Misclassification of employees and independent contractors, and unpaid payroll taxes
	
	
	

	Management override: bonuses, perquisites and payments to owners
	
	
	

	[Entity-specific risk]
	
	
	



3. Procedures
3.1 Understanding, controls and analytics
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	A-1
	Document the payroll cycle from hiring and rate changes through timekeeping, processing, approval, payment and tax filing; walk through one pay run.
	E, C, V
	
	

	A-2
	Identify segregation of duties among HR (master file changes), timekeeping approval, payroll processing, payment and reconciliation; test the operating effectiveness of the key controls where you plan to rely on them.
	E, C, V
	
	

	A-3
	If a service organization processes payroll, obtain its SOC 1 report (AU-C 402) and consider its opinion, the period covered and the complementary user entity controls, or test the entity’s controls over the provider.
	E, C, V
	
	

	A-4
	Analyze payroll expense by department and month and compare headcount, average pay and payroll as a percentage of revenue with the prior year and budget.
	E, C, V
	
	



3.2 Transaction testing
Use the payroll testing workpaper. Never place employee names or Social Security numbers in the workpaper; use employee IDs.
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	B-1
	Select employees from the payroll register and agree to HR files: existence, hire date, authorized pay rate, status and signed new-hire and tax forms.
	E, V
	
	

	B-2
	Agree hours, salary or commission to approved timecards, contracts or sales records; recompute gross pay, including overtime.
	E, V
	
	

	B-3
	Recompute payroll taxes withheld and deductions; agree deductions to authorizations and benefit elections; recompute net pay.
	V
	
	

	B-4
	Trace net pay to the bank (direct deposit file or check) and to the employee’s account in the HR file.
	E
	
	

	B-5
	Select terminated employees and confirm that no pay was issued after the termination date; review final pay and accrued paid time off.
	E, V
	
	

	B-6
	Perform the ghost employee tests: duplicate bank accounts, addresses or Social Security numbers; employees with no deductions or no tax withholding; and employees who never took time off.
	E
	
	

	B-7
	Test changes to the master file (new hires, rate changes, terminations) for approval.
	E, V
	
	

	B-8
	Inspect a payroll distribution, or an unannounced observation, where fraud risk is elevated.
	E
	
	



3.3 Reconciliations and tax filings
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	C-1
	Agree total payroll per the register to the general ledger by account (wages, taxes, benefits) for the year; investigate reconciling items.
	C, V
	
	

	C-2
	Agree wages per the quarterly Forms 941 (including the Social Security and Medicare wage lines) to the payroll register; agree W-2 and W-3 totals to the annual register; agree Form 940 FUTA wages after the per-employee wage limit and exempt payments. Explain differences such as pre-tax deductions and fringe benefits.
	C, V
	
	

	C-3
	Test deposits of payroll taxes and benefit contributions for timeliness; review notices, penalties and unpaid balances.
	C, CO
	
	

	C-4
	Test the state payroll tax filings and unemployment insurance.
	C, V
	
	

	C-5
	Evaluate worker classification: review contractors paid regularly, and consider the exposure for unpaid payroll taxes and penalties.
	C, CL, P
	
	



3.4 Accruals, benefits and compensation
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	D-1
	Recompute accrued payroll at year end for days worked and unpaid; agree to the subsequent payroll.
	C, CO, V
	
	

	D-2
	Test accrued bonuses and commissions: plan documents, approvals, calculations and subsequent payment (ASC 710).
	C, V
	
	

	D-3
	Test accrued paid time off (ASC 710-10-25): policy, balances by employee, rates, and the carryover or payout rules.
	C, V
	
	

	D-4
	Test employer retirement plan contributions and deferrals withheld, for amount and timely deposit; agree match and profit-sharing accruals to the plan documents; consider the plan audit if applicable.
	C, V, CO
	
	

	D-5
	Evaluate self-insured medical plans and workers’ compensation: claims incurred but not reported, and actuarial estimates (AU-C 540).
	V, C
	
	

	D-6
	Test share-based compensation (ASC 718): grants, valuation inputs, vesting and expense recognized; agree to board approvals.
	V, C, P
	
	

	D-7
	Review compensation of officers, owners and related parties for approval and disclosure (ASC 850).
	E, P
	
	



3.5 Presentation and disclosure
	Ref
	Procedure
	Assertions
	W/P ref
	Done by / date

	E-1
	Agree the classification of payroll costs between cost of sales, selling and administrative expenses and capitalized labor.
	CL
	
	

	E-2
	Review disclosure of employee benefit plans, deferred compensation, commitments to employees, and unusual employment agreements.
	P
	
	

	E-3
	Review subsequent events for pay disputes, wage claims, layoffs and plan terminations.
	P
	
	



4. Conclusion
Conclusion: based on the procedures above, payroll expense and related liabilities are [fairly stated / not fairly stated] in all material respects. Explain any exceptions and the effect on the audit approach.
Misstatements identified (carry to the summary of uncorrected misstatements at W/P [Ref]): $[Amount]
Matters for the management letter, governance communication or partner attention: [Describe or “None”].
	Role
	Name / initials
	Date (MM/DD/YYYY)

	Prepared by
	
	

	Reviewed by (manager)
	
	

	Engagement partner
	
	



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.
