Compliance

812 - Pay and Allowance System for Civilian Employees, as Provided Primarily in Chapters 51-59 of Title 5, U.S. Code

812 - Pay and Allowance System for Civilian Employees, as Provided Primarily in Chapters 51-59 of Title 5, U.S. Code
Note: The auditor may complete this compliance summary or prepare equivalent documentation only if provisions of the Pay and Allowance System for Civilian Employees, as provided primarily in Chapters 51-59 of Title 5, U.S. Code, are significant as indicated on Form 802 - General Compliance Checklist at FAM 802-8.

	Name of entity: 



________ 





Compliance Summary







Prepared by: 


____

Audit period: 




________

















Reviewed by: 



_______


	Provision description
	Objective
	Control activities
	IS
(Y/N)
	Effective

compliance

controls?
	Instances of noncompliance noted?

	1.
Pay for a specific position should be based on the appropriate pay schedule or pay rate.

Type: Transaction-based

Ref: 5 U.S.C. 5332, 5343, 5376 and 5383 
	1.
Employees are paid at appropriate rates. 
	[Document the control activities used by the entity to achieve the objective.]
	[Is con​trol depen​dent on com​puter pro​ces​sing?]
	[Indicate yes or no; include reference to supporting documenta​tion.]
	[Indicate yes or no; include reference to supporting documentation.]

See Compliance Audit Procedures FAM 812 step 4(b).


Note: The auditor may complete these procedures or prepare equivalent documentation only if provisions of the Pay and Allowance System for Civilian Employees, as provided primarily in Chapters 51-59 of Title 5, U.S. Code, are significant as indicated on Form 802 - General Compliance Checklist at FAM 802-8. These procedures test compliance with the provisions listed on the Compliance Summary.

	Name of entity: 









Audit period: 









Reviewed by: 










	Audit Procedures
	Done by/date
	Doc Ref

	Note:
These tests are closely related to procedures performed for substantive tests of payroll expense details and multipurpose testing in this situation is strongly encouraged.
	
	

	1) Based on the preliminary assessment of compliance control effectiveness (as documented on Form 812 - Compliance Summary), select an appropriate sample of disbursements from the payroll records throughout the audit period. (The sample size will vary based on the expected effectiveness of compliance controls as discussed in FAM 460.02).  Document the sampling approach using the documentation in FAM 495 E. See note 2 regarding sampling efficiencies and completeness of the population.

Sample size










Sample selection method







	
	

	2) For each item selected in 1, note the following information

· employee name;

· pay period (number and dates);

· amount of gross pay for the period;

· pay rate;

· total hours worked; and

· number of hours worked at regular pay and other pay (i.e., overtime, premium pay, etc.).
	
	


	Name of entity: 









Audit period: 









Reviewed by: 










	Audit Procedures
	Done by/date
	Doc Ref

	3) For each item selected in 1, obtain the employee’s personnel file and note the following in effect for the pay period selected

·    the employee’s grade and step and

·    the employee’s pay rate.
	
	

	4) For each item selected in 1

a) Calculate the amount of gross pay using the hours worked and the employee’s pay rate indicated on the payroll records. Compare the amount of gross pay calculated by the auditor to the amount shown on the payroll records for the selected pay period and obtain explanation and examine support for any differences.

Note: To convert basic annual amount to a daily, weekly or biweekly amount, divide the annual rate by 2,087 for an hourly rate.  Multiply the hourly rate by number of either daily hours, 40 for weekly, or 80 for biweekly amounts. (5 U.S.C. 5504)
	
	

	b) Compare the employee’s pay rate in the payroll records to the appropriate pay rate for the employee’s approved grade and step on the pay schedules established by executive order.  (Use the approved grade and step indicated in the employee’s personnel records for this test.)  Obtain explanation and examine support for any differences between the actual pay rate for the period selected and the authorized amounts. (5 U.S.C. 5332, 5343, and 5383)

If the employee’s pay is not set by these pay schedules, determine whether the amount paid is properly authorized.
	
	

	Audit Procedures
	Done by/date
	Doc Ref

	5) If the entity does not appear to be in compliance based on the results of tests performed, the auditor should discuss these matters with OGC and, when appropriate, the Special Investigator Unit to conclude if noncompliance actually has occurred and the implications of such noncompliance.

For any noncompliance noted, the auditor should

· identify the weakness in compliance controls that allowed the noncompliance to occur, if not previously identified during compliance control testing;

· report the nature of any weakness in compliance controls and consider modification of the opinion on internal control as appropriate (see FAM 580.32-.61);

· consider the implications of any instances of noncompliance on the financial statements; and

· report instances of noncompliance, as appropriate (see FAM 580.67-.75).
	
	

	6) Document conclusions on compliance with each provision on Form 812 - Compliance Summary.
	
	


Note 1:
To convert basic annual amount to a daily, weekly, or biweekly amount, divide the annual rate by 2,087 for an hourly rate. Multiply the hourly rate by number of either daily hours, or 40 hours for weekly, or 80 hours for biweekly amounts. (5 U.S.C. 5504)

Note 2:
If the auditor uses multipurpose testing for the compliance test and/or compliance control test and a substantive test of payroll expense details, the sample items for the compliance test and/or compliance control test should be selected using the sampling method used for the substantive test. Otherwise, the auditor should select items using attribute sampling, as discussed in FAM 460.02.

As with all sampling applications, the auditor should consider the completeness of the population. For efficiency, the auditor should consider using records that were tested for validity and completeness (as well as the other financial statement assertions) in conjunction with substantive tests of payroll or other payroll related compliance tests.

Note 3:
If the entity outsources payroll processing, the entity remains responsible for compliance. Dividing responsibility for payroll processing activities between the entity and the service organization could make payroll testing more complicated, although the auditor should perform the same testing. The auditor may accomplish this testing with the assistance of the service organization’s auditor, who may issue an internal control report on the service organization under AU 324 (SAS 70). Another approach may be for the service organization’s auditor to assist the entity’s auditor by performing agreed-upon procedures at the service organization (e.g., substantive testing) under AT 201 (see FAM 660).

[This page intentionally left blank.]
July 2008                                                           GAO/PCIE Financial Audit Manual                                                            Page 812-1

