Human Resources Audit Program

Policy and Supervision Review

A. Review the Human Resources Policy/Employee Handbook
1.  
Review the Company’s Human Resources Policy/Employee Handbook

· Verify the policy has been reviewed for compliance with required legal language.

2.
Review the board of directors’ minutes to ascertain that recent changes were authorized.

· Verify that the changes were implemented through appropriate adjustments to related internal controls.

· Verify that affected personnel were notified of the changes in a timely manner.

      3.
Verify that the human resources policy/employee handbook is available to all employees

· Verify that the human resources area familiarizes new employees with the human resources policy.

· Verify that information is updated and redistributed to employees when significant changes in rules or benefits occur.

4.  Verify that the human resources policy/employee handbook addresses the following elements:

· Human Relations

· Risk Management

· Equal Employment Opportunity

· Sexual Harassment

· Anti-Harassment

· Occupational Safety and Health

· Job Posting and Hiring

· Promotions

· Performance Appraisals

· Salary Administration

· Benefits

· Terminations

· Employee Expenses

· Employment-At-Will

· Drug Free Workplace

· Non-Discrimination

· Affirmative Action (if applicable)

· Absences from Work (i.e. pregnancy/maternity leave, FMLA, sick leave, military leave, voting time and jury duty, etc.)

· Return to Work

B.
Verify that specific job descriptions are developed and approved for each specific job at the Company.

C.
Verify that all required federal and state posters are displayed in all locations.

Authority and Responsibility

A. Review recent hirings and verify that the president, senior management member, or department supervisor authorized the placement.

B. Review a sampling of wage increases and verify that the increases occurred only after authorization 

C. Determine that the human resources area is exclusively authorized to initiate payroll changes, such as adding or terminating employees or making wage increases.
D. Verify that training is provided to managers in the following areas:
1.
Basic Employment Law

2.
Interviewing Skills

3.
Performance Reviews

4.
Sexual Harassment

5. 
Supervisory Skills
Employment Practices Review

A. Inquire about procedures for recruitment and new hires.  

1.
The Company’s employment application should be in compliance with the law.

2.
The Company should conduct new employee orientations

B. Inquire about the procedures for assessing employee performance.  The procedures should include the following:

1. Continually evaluating department employees

2. Preparing a written performance report annually for each employee and discussing those reviews with the employee

3. When merit increases are at issue, discussing performance points with the president or senior officer, who will then recommend approval to the board.

4. When performance appraisals are continuously unsatisfactory, discussing the potential for probation or dismissal.

C. Discuss the Company’s procedures for employee complaints and resolution.
D. Discuss the procedures for promotion with supervisors to ascertain that they understand them.

1. Company employees should be promoted whenever possible if they are as qualified as outside applicants.

2. Seniority becomes an issue in promotion only when two employees have equal qualifications.

3. When an employee is elevated to a position on a trial basis, the related promotion should occur as soon as the trial period ends.

E. Inquire about the procedures in a situation when demotion or termination is necessary.

1. Discuss the Company’s disciplinary procedures and verify they are used consistently.

2. Discuss the Company’s termination policy and procedures.

3. Determine whether the Company conducts exit interviews when an employee is terminated.

4. Select a sample of terminated employees and perform the following:

· Recompute final salary and trace to deposit

· Verify that they have been removed from payroll and benefit records

· Verify that the termination and reasons for termination are documented in the personnel files.

Salary and Wage Administration

A. Review the board of directors minutes to verify that they reviewed and approved the following items:

1. Officer compensation annually

2. Supervisors’ wage increases based on recommendations by the president

3. Any changes in grade scale for Company positions

B. Review the procedures for determining hourly pay amounts for employees.

C. Determine whether employees are classified as exempt or non-exempt correctly.  
D. Review a sampling of employment records.

1. Verify that the records are held in a secure area and that access is restricted to authorized personnel.

2. Verify that each employee file contains the following information:

· Pay records and election form

· Insurance records or waiver of benefits

· Vacation records

· Performance reviews

· W-4 form

· I-9 form

· Employment application and/or references

· Credit report (if applicable)

· Photograph (if applicable)

3. Verify that job descriptions and pay scales are reviewed and updated as appropriate.

· Determine that current yearly salary for selected employees does not exceed the maximum salary for their pay grade.

E. Reconcile year to date payroll totals to general ledger amounts.  
F. Review and document procedures for the payroll process.  
G. Verify and recompute overtime hours.  
1. Check the reasonableness and authorization of overtime hours worked.

H. Select a sample of employees and trace the following to documentation in the employee files:  
1. Gross salary or wages per hour (if paid hourly, trace total hours to time card)

2. Amount deducted for taxes based on W-4

3. Insurance deductions

4. Social security deductions

Insurance

A. Document insurance policy and procedures.
B. Verify with management that benefit offerings and coverages are meeting the needs of the employees and the corporate objective.  Verify that management is satisfied with its insurance broker and benefit rates.

C. Verify that summary plan descriptions are provided to all eligible employees.

D. Verify the Company is properly administering COBRA.

E. Review the records of part-time employees to verify that they do not receive health, dental, life, and long-term disability insurance benefits.

F. Trace a sample of employees from participating employee lists on correspondence/bills received from insurance companies to the deductions taken per payroll records.  
G. Review a sampling of employees and verify that the Company pays unemployment insurance premiums to the state where the employees reside on behalf of those employees.  
H. Review a sample of employee payroll receipts and verify that the Company pays the entire premium for worker’s compensation insurance.  
1. Reconcile the number of Company employees to the insurance calculations to determine the premium paid to the state.

Leaves

A. Verify that all employees are required to take vacations on an annual basis.

1. Check vacations taken in the past year to ensure compliance with personnel policy.

2. Obtain explanation for employees who have not taken vacation in accordance with established policy.

3. Sample a selection of employees, verify their tenure with the Company, and compare the results to the vacation policy to ensure that vacation time is appropriately assigned.

B. Discuss the procedures employees must follow for arranging vacation time with a sample of supervisors and ensure it complies with the procedures outlined in the personnel policy.

C. Document the rules for absences (excused or unexcused).

Safety and Health
A.   Verify that human resource personnel are aware of the state’s safety regulations.  

B.   Verify that the Company’s OSHA 200 log is properly maintained and posted annually.

C.   Verify the Company has a written Hazard Communication Program.

D.   Verify the Company provides training annually regarding hazardous substances, safety inspections, and the requirements and use of safety equipments.
