9.82 Payroll Tests of Controls. The diagram in Exhibit 9.82.1 describes several payroll tests

of controls. It shows the direction of the tests, leading from samples of clock cards,

payrolls, and cumulative year-to-date earnings records to blank squares.

Required:

For each blank square in Exhibit 9.82.1, write a payroll test of controls procedure and describe

the evidence it can produce. (Hint: Refer to Exhibit 9.8.)
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EXHIBIT9.8  Assertions about Classes of Transactions and Events for the Perio

Payroll Cycle

Assertion

nce or occurrence—Payroll and
related events that have been recorded
have occurred and pertain to the entity.

Completeness—All payroll svents that
should have been recorded have been
recorded.

Rights and obligations—Pension and
‘medical benefits are recorded properly.

Valuation or allocation—Payroll amounts
and related data have been recorded
aceuratsly. Payrol events have been
recorded in the correct accounting
period.

Presentation and disclosure—Payroll
related events are recorded in the proper
accounts.

Controls

Payroll accounting separated from
personnel, and supervision.

Labor usage reports compared to job time
tickets or computer listing of time
clocked.

Labor usage approved by payroll
supenvisor.

All documents prenumbered and
numerical sequence reviewed.

Batch controls for processing time cards.

Labor costs reviewed by supervisors and
compared to budgets.

Personnel knowledgeable in benefit
‘accounting.

Computations rechecked.

Payroll entries reviewed by person
independent of preparation.

Payroll expenses budgeted by department
and compared to actual.

Payroll reports are prepared weekly and
transmitted to cost accounting.

Job cost sheets posted weekly and
‘summary journal entries of workin
process and work completed are
prepared monthly.

Payroll supenvisor required to approve
distribution of payroll expense accounts
and to compare payroll coststo budget.

Tests of Controls
Observe separation of duties.

Vouch labor costs to abor reports. Vouch
Tabor reports to ime tickets or computer
listing.

Examine evidehce of supervisor approval.

Account for numerical sequence of
selected job cost tickets and pay checks.
Examine evidence of comparison of batch
totals to computer output.

Inquire of personnel about procedures.

Examine evidence of internal approvals.
Examine evidence of review.

Examine documentation of budget
comparison.

Agres date of payroll reports to dates in
weekly journal entries.

Agree payroll account distribution to job.
cost sheets.

Examine supervisor signature on payroll
reports. Note evidence of comparison to
budget.
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