What Should Your Audit Cover?
First rule of auditing: Before you start, get legal advice on how to keep the results confidential. Otherwise, in the event of a suit, you'll likely have to reveal the results of your audit. 

And the second rule of auditing: Be sure that management is willing to make corrections if infractions are found.

If your own audit shows failure to comply, and especially if you haven't taken steps since the audit to correct the situation, your audit can quickly turn from a helpful tool to a damaging exhibit in court.

You may want to do a comprehensive audit, or you may be concerned only about a certain aspect of your operations, or you may choose to "chunk" an audit—that is, cover different areas of your operations one at a time.

However you choose to proceed, here are examples of key areas to cover:

Recruiting Practices

· Review job applications, advertisements, job descriptions, and interview questions for compliance with state and federal antidiscrimination laws. 

· Make sure interviewers are trained regarding the questions they can and can't ask under antidiscrimination rules. 

· If you obtain consumer reports or credit reports, be sure you provide the required disclosures to applicants and get their written consent. 

Preemployment Testing

· Evaluate honesty tests, psychological profiles, and other preemployment tests to be sure the questions are job-related and don't invade personal privacy. 

· Check to be certain the tests don't discriminate on the basis of age, gender, race, religion, ancestry, sexual orientation, or other characteristics. 

· Eliminate questions about religious beliefs, sexual preferences and activities, and politics. 

Medical Exams and Drug Testing 

· Be sure that medical exams are administered only after you have made an offer of employment. (The offer can be conditioned on successful completion of the exam.) 

· Examinations must be mandatory for all applicants in the same job classification. 

(Drug tests are not considered medical examinations, so you can test for illegal drug use without first making a job offer.) 

Application Forms

· Include a clear statement of at-will employment in your applications. Use the term "at will" and explain what it means. 

· Mention that no one in the organization has authority to modify the at-will employment provision, except, for example, the president of the company, and then only in writing. 

· Spell out that, except for your at-will policy, you have the right to modify any and all of your policies or practices at any time, with or without a reason or advance notice in your sole discretion, including the right to change the employee's compensation, hours, and working conditions. 
	It's always hard to be sure that everyone is following policies. (Some frustrated readers might ask, is anyone following any policy?) A comprehensive audit is really the only way to find out. 


	Job descriptions
 For all positions, you should have up-to-date job descriptions that accurately reflect the job duties. Make sure that the job descriptions identify all essential functions of the job.

Posters
 Make sure you maintain a complete set of up-to-date posters as required by law.

Recordkeeping
 Be sure that you are maintaining records as required. (e.g. I9s)
Reasonable accommodation
 Do you have a reasonable accommodation policy? Have you trained managers in how to approach the accommodation process with a disabled employee? 

Wage and hour

Review exempt and nonexempt status decisions. Employees who are improperly classified as exempt from overtime could end up costing you a bundle. Problematic categories include, among others, administrative assistants, paraprofessionals, lead persons, low-level supervisors, assistant managers, sales employees, and computer software professionals. 

Child labor. Make sure that you are following the strict child labor rules regulating hours of work and the types of work youngsters may perform.

Independent contractors. Review classifications of all independent contractors.  

Employee leaves Make sure you know the rules regarding when you have to provide time off, paid or unpaid, for jury duty, military service, voting, family and medical leave, and sick leave to care for a family member. Also, keep in mind that state and federal laws typically prohibit retaliating against employees who exercise their legal rights to certain types of leave.

Employee privacy
If you engage in sensitive activities such as workplace searches, polygraph tests, drug and alcohol tests, fingerprinting, use of criminal arrest information, and monitoring or recording employees' telephone conversations and e-mail, review your policies and practices carefully. 

Electronic communications
 Do you have a policy defining acceptable uses of your company's computer system, including Internet access and e-mail? Have you notified employees in writing that their electronic communications are not private?

Complaint investigation system
 Review your procedures for investigating employee complaints to make sure they are effective. 

· Have you designated an ombudsman who can help resolve employee complaints before they escalate into major problems? 

· Does your system include guidelines for receiving the complaint, including an employee complaint form, procedures for selecting an investigator and interviewing witnesses, and guidelines for reaching a conclusion and determining appropriate corrective action? 

Termination practices.
 Be sure to have procedures in place to review adverse employment decisions, such as employee suspension or termination, before they are carried out, in order to assess whether there are legal concerns. Consider offering severance pay in exchange for a signed release. And, for employees age 40 and older, be sure to include special age discrimination claim waiver language in releases for individual terminations or group layoffs.

So, is that everything you need to check on? Unfortunately, that just scratches the surface. But the fact remains that an HR audit is really the only way to dig down, find problems, and get them fixed before the feds find them. 
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	Do you check new employees' work eligibility by filling out I-9 forms, and then keep these forms separate from personnel folders? 
	[image: image1.wmf]Yes [image: image2.wmf]No

	2.
	In states that require it, do you report all new hires to the designated state office? 
	[image: image3.wmf]Yes [image: image4.wmf]No

	3.
	Have you classified jobs as overtime-eligible or not? And, do you pay overtime as required by law? 
	[image: image5.wmf]Yes [image: image6.wmf]No

	4.
	If you use freelance/temp help, do you pay and withhold taxes and report their income on W-2's (or do you risk them being declared ineligible for 1099's)? Do they sign any agreement? 
	[image: image7.wmf]Yes [image: image8.wmf]No

	5.
	If you've got 20 or more employees (including the past year's former employees), do you comply with all aspects of COBRA legislation, and offer continued employee benefits? 
	[image: image9.wmf]Yes [image: image10.wmf]No

	6.
	When you start looking to fill a professional position, do you prepare a simple job description to better define your needs and make recruiting more efficient and effective? 
	[image: image11.wmf]Yes [image: image12.wmf]No

	7.
	Do all those interviewing candidates know what questions are illegal to ask? 
	[image: image13.wmf]Yes [image: image14.wmf]No

	8.
	Do you have a job application, and does it obtain the applicant's acknowledgment of at-will status and company right to check background/application data? 
	[image: image15.wmf]Yes [image: image16.wmf]No

	9.
	Do you provide new hires with official job offer letters (and termination letters for those leaving) in order to reduce misunderstandings about the job? 
	[image: image17.wmf]Yes [image: image18.wmf]No

	10.
	Do you get releases from anyone receiving severance? 
	[image: image19.wmf]Yes [image: image20.wmf]No

	11.
	If you have an employee handbook, has it been updated in the past year to reflect legislative and company policy changes? 
	[image: image21.wmf]Yes [image: image22.wmf]No

	12.
	Do you produce an annual Benefits Statement for each employee to merchandise the money spent on benefits? 
	[image: image23.wmf]Yes [image: image24.wmf]No

	13.
	Do you provide these two relatively inexpensive but greatly appreciated employee benefits: long term disability coverage with benefits that won't be taxed, and personal flexible spending accounts that allow employees to pay miscellaneous medical expenses and dependent care expenses with untaxed dollars? 
	[image: image25.wmf]Yes [image: image26.wmf]No

	14.
	Are you doing enough to help your employees plan for retirement? 
	[image: image27.wmf]Yes [image: image28.wmf]No

	15.
	Do you have an Employee Assistance Plan, and do you ever dictate that an employee use it? 
	[image: image29.wmf]Yes [image: image30.wmf]No

	16.
	Do you have an employee performance review system, and is it well-utilized? 
	[image: image31.wmf]Yes [image: image32.wmf]No

	17.
	Do you recruit via the Internet? 
	[image: image33.wmf]Yes [image: image34.wmf]No

	18.
	Do you have an Employee Referral Program? 
	[image: image35.wmf]Yes [image: image36.wmf]No

	19.
	Do you have a New Hire Orientation program? 
	[image: image37.wmf]Yes [image: image38.wmf]No

	20.
	Does the company regularly offer any training seminars, and to what level of employees? 
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