SaaS and Subscription Revenue 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]



Subscription software companies recognize revenue over time, but the risk sits in contract terms: multi-element arrangements, ramped pricing, usage fees, discounts, side letters and capitalized costs. Revenue is a presumed fraud risk (AU-C 240). Use with the revenue audit program.
1. Planning and systems
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	1.1. Revenue streams are listed (subscription, usage, implementation and professional services, hardware, support, licenses) with the accounting policy for each
	
	
	
	

	1.2. Billing, CRM, subscription management and revenue recognition systems are documented with how data flows to the general ledger (AU-C 315)
	
	
	
	

	1.3. Reports used as audit evidence (billing registers, ARR reports, deferred revenue waterfalls) are tested for completeness and accuracy of the underlying data (AU-C 500, information produced by the entity)
	
	
	
	

	1.4. The presumed fraud risk in revenue recognition is addressed with specific procedures, including testing top-side revenue journal entries (AU-C 240)
	
	
	
	

	1.5. Customer concentration and the top customers by billing and by ARR are listed
	
	
	
	



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

	2.1. A sample of contracts is read in full, including order forms, master agreements, amendments, side letters and email commitments; the sample includes contracts signed in the last month of the period
	
	
	
	

	2.2. Performance obligations are identified: hosting access, support, implementation, training, on-premise licenses, and options that may be material rights
	
	
	
	

	2.3. For hosted software, the analysis of whether the customer has the contractual right to take possession of the software without significant penalty is documented to support a service rather than a license (ASC 985-20-15-5 and ASC 606-10-55-54)
	
	
	
	

	2.4. Implementation and onboarding fees are evaluated as distinct or as part of the subscription; the timing of recognition follows the conclusion
	
	
	
	

	2.5. Standalone selling prices are determined and relative allocation is recomputed for bundled arrangements with discounts
	
	
	
	

	2.6. Ramped pricing, free periods and step-ups are evaluated; revenue pattern matches the transfer of the service and any significant financing component is considered
	
	
	
	

	2.7. Usage, overage and variable fees are estimated and constrained as required (ASC 606-10-32-11); the allocation to the distinct time period is documented
	
	
	
	

	2.8. Contract modifications, upgrades, renewals and early terminations are evaluated, including cancellation and refund rights (ASC 606-10-25-10)
	
	
	
	

	2.9. Principal versus agent conclusions are documented for resold third-party products, marketplaces and payment processing (ASC 606-10-55-36)
	
	
	
	



3. Revenue, billing and deferred revenue testing
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	3.1. Recorded revenue for a sample of customers is recomputed from contract start and end dates, billing terms and the recognition schedule
	
	
	
	

	3.2. The deferred revenue rollforward (opening, billings, revenue recognized, closing) is recomputed and agrees to the general ledger; the unbilled receivable or contract asset is tested
	
	
	
	

	3.3. Billings are traced to invoices, customer acceptance or access provisioning evidence, and cash collection; cutoff is tested at period end
	
	
	
	

	3.4. Credit memos, refunds and billing adjustments after year end are reviewed for revenue recorded in error
	
	
	
	

	3.5. Annual and multi-year prepayments are classified between current and noncurrent deferred revenue
	
	
	
	

	3.6. Remaining performance obligations are calculated and disclosed (ASC 606-10-50-13 to 50-15), or a nonpublic entity elects not to provide them (ASC 606-10-50-16)
	
	
	
	

	3.7. Annual recurring revenue (ARR), net revenue retention and other management metrics are reconciled to GAAP revenue and billings if included in the financial package or lender reporting; the metrics are not audited unless engaged to do so
	
	
	
	



4. Receivables and customer credit
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	4.1. Receivable aging is agreed to the billing system; confirmations or alternative procedures are performed for significant balances (AU-C 505)
	
	
	
	

	4.2. The allowance for credit losses is evaluated using historical loss data and forecasts, including customers in disputes or insolvency (ASC 326)
	
	
	
	

	4.3. Customer deposits and amounts billed in advance of the service period are not recorded as receivables unless the right to payment is unconditional
	
	
	
	

	4.4. Sales and use tax billed to customers is reconciled to filings; economic nexus exposure in states where the entity has sales above thresholds is inquired about and evaluated
	
	
	
	



5. Costs, commissions and software development
	Requirement
	Yes / No / N/A
	W/P ref
	Prepared / reviewed (initials, date)
	Comments

	5.1. Incremental costs of obtaining contracts (sales commissions) are capitalized and amortized consistent with the transfer pattern; the practical expedient for amortization periods of one year or less is documented if used (ASC 340-40-25-1 and 25-4)
	
	
	
	

	5.2. Commission amortization period reflects expected customer life and renewal commissions; changes are tested for reasonableness
	
	
	
	

	5.3. Internal-use software and cloud implementation costs are capitalized only for the required stages; the capitalization threshold and the date the project is probable of completion are documented (ASC 350-40) (ASU 2025-06 changes this guidance for annual periods beginning after December 15, 2027; apply the guidance in effect for the period audited)
	
	
	
	

	5.4. Capitalized development labor is vouched to timesheets or sprint records, and costs of maintenance and bug fixes are expensed
	
	
	
	

	5.5. Cost of revenue (hosting, support, customer success) is tested for classification against operating expense; cloud hosting invoices are tested for cutoff
	
	
	
	



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

	6.1. Convertible notes, SAFEs and warrants are evaluated for classification and measurement (ASC 480, ASC 815)
	
	
	
	

	6.2. Stock-based compensation is recomputed; valuation inputs used for option grants and the supporting valuation report are read (ASC 718, AU-C 500)
	
	
	
	

	6.3. Going concern: cash runway, covenant compliance and planned financing are evaluated for substantial doubt (ASC 205-40)
	
	
	
	

	6.4. Revenue disaggregation, contract balances, significant judgments and customer concentration disclosures are prepared (ASC 606, ASC 275)
	
	
	
	

	6.5. Service organization reports relied on for the billing system, payment processor or hosting provider are obtained and evaluated, including complementary user entity controls (AU-C 402)
	
	
	
	



Conclusion and sign-off
Subscription revenue, deferred revenue, capitalized costs 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.
