Construction Contractor Audit Checklist
	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]



Use with the audit program for the engagement. Contractors carry estimation risk (cost to complete, change orders, claims), cutoff risk in job costs and billings, and surety and covenant pressure. Tailor each requirement to the contracts and facts of the engagement.
1. Understanding the contractor and planning (AU-C 315, AU-C 240)
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	1.1. The contract portfolio is listed by job: contract type (fixed price, cost-plus, time and materials, unit price), customer, original value, approved changes and status
	
	
	
	

	1.2. Revenue recognition is presumed a fraud risk (AU-C 240); the response is documented, or the reasons the presumption is rebutted are documented
	
	
	
	

	1.3. Management’s estimating process is understood: who prepares estimates at completion, how often they are updated, and whether project managers have bonus or bonding incentives tied to margin
	
	
	
	

	1.4. Surety, bank and bonding covenants are listed (working capital, net worth, backlog, WIP schedule requirements) and the compliance calculation is recomputed
	
	
	
	

	1.5. Prior-year estimates at completion are compared with actual job results (retrospective review for management bias, AU-C 540)
	
	
	
	

	1.6. Joint ventures, related-party subcontractors and owner-affiliated entities are identified (ASC 850, ASC 810)
	
	
	
	



2. Revenue recognition (ASC 606)
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	2.1. Each contract is assessed for combining and for performance obligations; the conclusion that a contract is a single performance obligation, or not, is documented
	
	
	
	

	2.2. The over-time criterion is supported (customer controls the asset as built, or no alternative use plus an enforceable right to payment for work performed)
	
	
	
	

	2.3. The input or output method used to measure progress is appropriate for the contract; where cost-to-cost is used, costs not reflecting progress (uninstalled materials, inefficiencies) are excluded or adjusted
	
	
	
	

	2.4. Contract modifications and unpriced change orders are evaluated for approval, enforceability and whether the price change is variable consideration (ASC 606-10-25-10 to 25-13)
	
	
	
	

	2.5. Claims, incentives, liquidated damages and penalties are constrained as variable consideration; the estimation method and constraint are documented
	
	
	
	

	2.6. Contract assets and liabilities (costs and estimated earnings in excess of billings, billings in excess) are computed job by job and not netted across jobs
	
	
	
	

	2.7. Provisions for anticipated losses on contracts are recorded in full in the period the loss becomes evident (ASC 605-35, loss contracts)
	
	
	
	

	2.8. Retainage receivable and payable are listed by job with expected collection dates; amounts not due within one year are classified accordingly
	
	
	
	



3. Job cost, estimate at completion and cutoff
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	3.1. Total cost incurred on a sample of jobs agrees to the job cost ledger; the job ledger agrees to the general ledger in total
	
	
	
	

	3.2. Sample of job costs (labor, materials, subcontractors, equipment) is vouched to invoices, certified payroll or time records and charged to the correct job and period
	
	
	
	

	3.3. Cutoff: subcontractor pay applications, materials delivered and payroll at year end are accrued to the right job; subsequent invoices are reviewed for work done before year end
	
	
	
	

	3.4. For a sample of open jobs, the estimate at completion is recomputed with the project manager; remaining costs agree to committed subcontracts, purchase orders and quotes
	
	
	
	

	3.5. Estimates to complete are checked against subsequent events: later cost overruns, change orders and job closeouts after year end
	
	
	
	

	3.6. Jobs with large fade or gain in margin versus the prior quarter are investigated, with the explanation corroborated by evidence outside the project team
	
	
	
	

	3.7. Stored materials, equipment mobilization and pre-contract costs are assessed for capitalization (ASC 340-40) and recoverability
	
	
	
	



4. Billings, receivables, and confirmations
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	4.1. Pay applications and invoices on a sample of jobs agree to contract terms (schedule of values, percent complete certified by owner or architect)
	
	
	
	

	4.2. Confirmations are sent for contract receivables and retainage, including amounts in dispute; alternative procedures are documented for non-responses (AU-C 505)
	
	
	
	

	4.3. Overbilling and underbilling are tested for front-loaded schedules of values
	
	
	
	

	4.4. Allowance for credit losses is evaluated, including lien rights, disputed change orders and owner financing status (ASC 326)
	
	
	
	

	4.5. Unapproved change orders in receivables are assessed for collectibility
	
	
	
	



5. Liabilities, commitments and compliance
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	5.1. Subcontractor commitments and backcharges are reconciled to AP and to job cost; unrecorded liabilities search covers pay applications received after year end (AU-C 330)
	
	
	
	

	5.2. Warranty, rework and latent defect exposure are evaluated and disclosed; claims history is read (ASC 460, ASC 450)
	
	
	
	

	5.3. Workers’ compensation, general liability and builder’s risk insurance are in force; experience mod and any premium audit true-up are accrued
	
	
	
	

	5.4. Prevailing wage, Davis-Bacon or other public contract payroll compliance matters are inquired about where public work is performed
	
	
	
	

	5.5. Litigation, mechanics’ lien and bond claim matters are covered in the legal letter and inquiry of management (AU-C 501)
	
	
	
	

	5.6. Related-party leases, equipment rentals and owner-controlled vendors are tested for terms and disclosed (ASC 850)
	
	
	
	



6. Presentation and disclosure
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	6.1. Revenue disaggregation, contract balance and remaining performance obligation disclosures are prepared as ASC 606 requires, or a nonpublic entity elects the reduced disclosures (ASC 606-10-50-16); backlog is disclosed where the client reports it to its surety or lenders
	
	
	
	

	6.2. Concentrations of customers, surety and geographic area are disclosed (ASC 275)
	
	
	
	

	6.3. Significant estimates (estimates at completion, claims) and the sensitivity to change are disclosed (ASC 275)
	
	
	
	

	6.4. Supplementary schedules (contract status, completed contracts) agree to the audited balances where the auditor reports on them (AU-C 725)
	
	
	
	



Conclusion and sign-off
Based on the work above, construction revenue, contract balances and related disclosures [are / are not] fairly stated, except for: ______
Exceptions and follow-up items: ______________________________________________
	Role
	Name / initials
	Date (MM/DD/YYYY)

	Prepared by
	
	

	Reviewed by (manager)
	
	

	Engagement partner or firm owner
	
	



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.
