
CONTRACTING/VENDOR


AUDIT CHECKLIST

I.
General Information



A.
Contract company name 










B.
Street address 











C.
City/State 





 Phone 





D.
Principal contact name 










E.
Audit letter forwarded - Yes 

 No 

 Date 






F.
Nature of business 











G.
Audit performed for:




1.
Company 












2.
Division 











H.
Audit period 












I.
Amount of business during period - $









J.
Audit performed by:




1.
Corporate Auditor 











2.
Corporate Security 









II.
Pre-Audit Records



A.
Sample period invoices and support documents



B.
Company/division employee list



C.
Principal employees dealing with contractor



D.
Dun and Bradstreet Report



E.
Secretary of State - Articles of Incorporation



F.
Local file check



G.
Audit appointment:




1.
Date 


 Time 


 Location 







2.
Directions 










III.
Pre-Audit Interview with Principal(s)



A.
1.
Principal/Title 












2.
Principal/Title 












3.
Principal/Title 












4.
Principal/Title 











B.
Explain purpose of audit review




1.
Company policy to do periodically




2.
Ethics audit




3.
Financial audit



C.
Advise principal(s) about Company ethics policies




1.
Conflicts of interest




2.
Gifts and entertainment




3.
Minimum record requirements



D.
Advise of scope pertaining to ethics



E.
Advise of records required for review and why



F.
Determine if there is personal or company ownership in any other business



G.
Seek input from contractor




1.
Operational problems




2.
Problem Company employees




3.
Problem competitors




4.
Schedule tentative post-audit interview


IV.
Business Records (Review/Compare)



A.
Articles of Incorporation



B.
Officers of record



C.
Annual meeting minutes



D.
Secretary of State - Agent Registration



E.
Stock share ownership




1.
Certificates by number and endorsement




2.
Certificate transfers log



F.
Examine employee records




1.
W-4 Forms





a.
Schedule as necessary





b.
Review for employees and relatives



G.
Accounts Receivable and Chart of Accounts




1.
Review for income from sales/services involving employees




2.
Review "No Charge" and highly discounted sales/services




3.
Amount of gross income - $









4.
Amount of income from Company - $








5.
Company income represents % of gross - 


%

V.
Financial Records


A.
Check register and bank statements




1.
Operating account




2.
Payroll account




3.
Other-special accounts





a.
Review for withdraws or unusual payments to self, cash, individuals or businesses





b.
Trace suspicious payments to source documents





c.
Review suspicious checks for endorsements





d.
Review/schedule payroll, legal and benefits payments


B.
Cash disbursements journal




1.
Examine "Chart of Accounts" and contractor's suppliers





a.
Schedule companies receiving suspicious payments





b.
Examine payment checks for payee and endorsements





c.
Determine company ownership and officers through Secretary of State or other sources




2.
Review/schedule expenditures for:





a.
Promotions





b.
Advertising





c.
Donations





d.
Commission





e.
Consulting fees





f.
Rebates - refunds - discounts





g.
Gifts





h.
Travel





i.
Entertainment





j.
Contractor's expense





k.
Petty cash





l.
Others unusual to business


C.
Paid invoice file




1.
Review all files looking for unusual payments and "ethics" oriented companies





a.
Liquor stores





b.
Food - seafood outlets





c.
Clothing stores





d.
Jewelers





e.
Travel agents





f.
Sporting goods





g.
Auto dealerships/accessory outlets





h.
Country clubs, lodges, camps, etc.




2.
Review miscellaneous "A" through "Z" files




3.
Review petty cash files




4.
Examine suspicious corresponding payment checks for payee and 




endorsement




5.
Schedule companies receiving suspicious payments


D.
Revolving accounts




1.
Determine type of items purchased




2.
Determine who may/does sign for charges




3.
Determine where items are delivered


E.
Credit card accounts




1.
Who may sign




2.
Are descriptive invoices documented by customer copy receipts?


F.
Income tax returns and financial statements




1.
When appropriate, review:





a.
Company income tax return





b.
Principal(s) personal income tax return




2.
Review financial statements prepared for credit reporting companies.


VI.
Gift and Entertainment Expenses


A.
Expense accounts




1.
Examine for principals




2.
Examine for representatives/salesmen dealing with Company


B.
Are all expenses documented?




1.
Name of individual and company




2.
Description of items and cost




3.
Business purpose


C.
Does contractor company own (rent, etc.):




1.
Hunting camp




2.
Fishing camp




3.
Recreation retreat




4.
Golf course membership




5.
Tennis club membership




6.
Pleasure boat




7.
Airplane




8.
Motorhome


D.
Does contractor sponsor any events, such as fishing trips, picnics, Christmas parties, etc.?


E.
If yes to "C" and "D" above:




1.
Location?




2.
Review guest list/log




3.
What amenities does contractor provide guests?


F.
Does contractor provide annual gifts?




1.
Schedule company and employees receiving gifts with frequency, item, amount, and value


G.
Value of gifts and entertainment




1.
Schedule individual items and values/employee




2.
Schedule total value received/employee




3.
Schedule total value received by all Company employees




4.
Compare gross receipts from Company to value of entertainment for Company employees - 



%

VII.
Invoice Verification


A.
Before visiting the outside concern's place of business, assemble an "audit package" consisting of the agreement, copies of invoices for an appropriate period, labor rate schedules, purchase orders, correspondence or other similar information to be used in verifying cost.


B.
At the outside concern's place of business, review their records for:



1.
Labor charges




a.
Trace hours charged on contractor invoice to contractor's time sheets.




b.
Verify employee's work classification as billed on the invoice and tie rates charged to the current agreed upon rate schedule.




c.
Trace labor billings by employee to the payroll register to verify that actual labor costs were incurred.




d.
For labor burden charges, calculates that rates have been reasonably based on contractor's actual experience and that the rates have been applied to the correct base labor costs.



2.
Equipment and material charges by contractors




a.
Ascertain that equipment used is reasonable for the type of work being performed.




b.
Compare equipment time billed to labor hours worked.  This procedure can lead to possible findings in excessive equipment time billed.




c.
Trace all equipment rates billed to current agreed upon rate schedules.




d.
Ensure third party equipment rentals are properly supported by a detailed vendor's invoice.




e.
Ensure material charges are descriptively listed and supported by a vendor's invoice if not supplied by contractor.



3.
Subcontractor's charges




a.
Assures that all subcontractor work is approved by a Company representative.




b.
Determine whether subcontractor billings are properly supported and are within agreed upon terms.



4.
Material charges by supplier/vendor




a.
Verify invoice prices to Company purchase orders and to supplier/vendor published price list or other pricing records.




b.
Determine by inquiry or observation if the supplier used the same price list for other customers of the same class or trade.

