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Agenda 

• HR Audit Process

• Recruitment and Selection Process Audit

• Employee administration process audit

• Computer based data management system audit

• Statutory compliance audit

• HR Audit Measures

• HR auditing as a tool of HR valuation
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What is Audit?

An official examination of the present state of something 
against targeted standards. 

Audit

1. Verify compliance with laws and regulations. 

2. Identify opportunities for improvement  

3. Benchmarking with best-in-class organisation/ 

Practices

4. Evaluate the effectiveness of processes 

5. Ensure accuracy of information. 

6. Analyse the risks & liabilities. 

7. Determine the accuracy of projections. 

8. Examine the accuracy of data/ records.

9. xxxx

Purpose

Types of Audits

• Function: Financial Audit, Tax, Legal, Human Resources, 

Governance etc.

• Purpose: Compliances (SOP/ Statutory), Recognition/ 

Awards, Process improvement (Benchmarking) 

• By: Internal, External, Hybrid

• Frequency: Monthly, Quarterly, Half yearly, yearly, One 

time
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Audit 

• Improved compliance (Internal processes or statutory compliances)

• Benchmarking

• Increased confidence | Credibility

• Improved efficiency | More accurate records 

• Increased transparency

• Reduced cost | Minimise risk and liabilities 

• Continuous improvement 

• Brand image

Benefits
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HR Landscape

Recruitment

HR Planning

Training

Selection Rewards

De-recruitment

Legal Environment

Performance 
Appraisal

Mega Trends
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What is Audit?

HR Audit

HR auditing is a process of assessing the overall effectiveness of an organization’s human resource management 

system. It helps to identify areas of strength and weakness and can be used to measure the return on investment 

(ROI) from HR initiatives. It also provides insight into the level of compliance with relevant legal and regulatory 

requirements, as well as the effectiveness of HR policies and procedures. HR auditing can be a valuable tool for HR 

valuation, as it can help to identify potential areas for improvement and ensure that HR policies are in alignment with 

the organization’s overall business objectives.
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Audit Process 

Context and 
Purpose

Prepare & 
Plan

Information 
gathering

Identify and 
analyse risk

Test Internal 
Control

Audit Report Follow up

Scope, Stakeholder 
mapping, Methodology, 
Timeline, resource 
requirements, Appoint 
Auditor

Data
SOP
Policies
Documents
Survey
Interviews

test adequacy and 
effectiveness
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HR

Vision

Design

Employee
Experience

Review

HR Framework

Vision, Mission, Philosophy 
of the organisation and HR 
Function 

People Processes, 
Systems, Policies, 
guidelines

Employee Experience 

Feedback and Review 
mechanism for continuous 
improvement



>> 
Internal

Business aligned HR Interventions
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Case Study

Company A belongs to the manufacturing sector. It has set itself a goal of becoming an organization which
delights its customers and makes high quality products at competitive prices. In other words a world class
organization by the year 2027 it has already initiated changes in its manufacturing technology, marketing
and HR and it has also started a change management process through cultural programmes and various
quality and HR interventions.

The president and the senior level managers of company A wanted to know how the HR function could assist
them in attaining their goals to get the answer to this question they approached a consultant contact in HR
audit considering the future plans of the company the audit consultant listed the following as primary task of
the HR department at the point in time:

 Continuous competency building at the individual team and organizational level
 Keeping up the motivation and commitment levels of all employees, enhancing employee satisfaction

and tuning their energies towards the future challenges
 nurturing a culture and reflex of world class organization

Define your plan for the HR Audit
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Case Study

Findings & Recommendations

• Findings
• Comparison with Best in class 

organisation
• Recommendations (Short term 

and long term)
• Key improvement indicators

HR Audit

• People Vision & Mission
• HR Org Structure
• HR staff & their Competencies
• HR Systems & Processes: 

Recruitment, Induction,
Performance Mgt System,
Career Planning, Training

• HR Tools - HRMS 
• Org Culture/ Work 

environment
• Work place infrastructure 

Methodology

• Employee survey
• Interview: Leaders, HR 

managers, Employees
• Study various policies and 

processes
• Site tour
• Artifacts
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HR Maturity Index

4 Best in Class Organisation

3 Progressive

2 Well managed

1 Un-organised

The aggregated average score of the group
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Recruitment and Selection
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Recruitment and Selection process

Sourcing

Selection of 
appropriate tools and 
methods of evaluation

Evaluation of potential 
candidates

Results consolidation 
and Decision making

Background 
Verification

Communicating the 
decision/ Offer closure

Manpower Planning

Criteria definition/ 
Job Description

On-Boarding of the 
candidate
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Recruitment & Selection
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Recruitment and Selection Maturity Index

4 Best in Class Organisation

3 Progressive

2 Well managed

1 Un-organised
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Recruitment and Selection

Case study

Case Study - R&S

As an HR Auditor, please share your observation, Findings and recommendations about the 
Recruitment and Section system of a SchoolExercise
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Audit Process: Recruitment & Selection 

Context and 
Purpose

Prepare & 
Plan

Information 
gathering

Identify and 
analyse risk

Test & Control Audit Report Follow up
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Recruitment and Selection

Case study: APS School – Observations and areas of Improvements  

Attract: 
• Only one source is being used. Other schools are using multiple 

sources (large catchment)
• Limited material in the recruitment package

Selection methods
• Only interview. Hired only basis of good interview 

• Not a trained interview panel. Conflicting issues/ styles 
• Lack of objectivity & scoring system

• Teaching style and ability to teach is not evaluated
• Internal promotion? little./ no chance 

Observations Recommendations

Attract: 
• Social Media, School website
• Placement agency, if required (need basis)
• Employee referrals 
• Alumni network
• …..

Selection methods
• Training of interviewers
• Selection criteria

• Teaching style, Delivery methods
• Innovation in teaching
• Communication skill
• Ability to engage students 
• Subject knowledge 
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Recruitment & Selection

Career page – First page
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Recruitment & Selection
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Recruitment & Selection
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Employee administration process audit
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Employee administration process audit

Employee administration is the process of managing and tracking employee information, including hiring, performance 
management, and employee development. It involves everything from onboarding and managing employee records to tracking 
performance and ensuring compliance with labor laws. The goal of employee administration is to optimize the human capital of 
an organization and ensure the best possible working environment for all employees.

Employee Lifecycle

Attraction Recruitment Onboarding
Engagement 
(Performance 
and Rewards ) 

Development Separation 
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Employee administration process audit

 Is there orientation or on-boarding policy? 
 Are workplace policies and procedures shared with 

all new hires? 
 Are all policies and procedures communicated and 

enforced? 
 Is there an employee handbook? 
 Are new hires provided an orientation? 
 Are new hires introduced to others employees, 

including management? 
 Are new hires trained appropriately for their job?

New Employees (Orientation) 

 Is there employee development policy? 
 Training need analysis?
 Are employees provided training for new processes 

and procedures required to complete their job duties? 
 Are employees provided with opportunities to develop 

their existing skills? 
 Are employees evaluated after completion of training 

programs? 
 Are training initiatives within budget? 
 How are managers and supervisors trained and 

prepared for their roles?

Training and Development
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Employee administration process audit

• Is there a performance management policy in 
place? 

• Is the effectiveness of the performance 
management practices reviewed on a regular 
basis? 

• Is the quality and quantity of work evaluated? 
• Is there a correlation between performance and 

compensation? 
• Is there a process for employees to lodge 

complaints? 
• Is there a whistleblower policy? 

Performance Management 

• Is there a formal pay structure? 
• Is the pay structure reviewed regularly? 
• Has the compensation plan been communicated to all 

employees? 
• Are employees paid on time, and is pay free from 

discrepancies? 
• Does the compensation structure adhere to employment 

standards? 
• Are there procedures developed pertaining to paid time 

off (vacation, stat holidays, etc.)?
• Are there incentives in place? 
• Is there a benefit plan in place? 
• Are employees aware of the details of their benefit plans 

and incentives? 
• Who administers the benefits? 
• Is the employee's health care information kept in a 

private, confidential location? 
• Is there a recognition program in place?

Compensation and Benefits
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Employee administration process audit

• Is there an attendance management program? 
• Are workweeks identified and defined? 
• Is there an effective leave policy in place? 
• Are full-time and part-time hours defined? Are 

shifts defined? 

Attendance Management 

• Do the goals of the Human Resources department align 
with those of the organization? 

• Are hours of work established for each role within the 
organization (including full-time and part-time)? 

• Is there open communication to and from the HR 
department? 

Administration

Recordkeeping and Documentation 

• Are employee files up to date and retained for the 
appropriate length of time? 

• Is employee information kept confidential? 
• Are records of all training (e. Health & Safety) 

received, maintained and updated? 

Termination of Employment 

• Are exit interviews conducted? 
• Is the information garnered through? 
• Is there a progressive discipline policy in place? 
• Is this policy communicated to all employees? 
• Do terminations adhere to employment standards with 

respect to notice, termination pay, etc.? 
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Computer based data management system
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Computer based data management system

Employee data management involves collecting, storing, and maintaining critical information concerning organization's 
employees. From personal bios and medical information right down to employment details and performance data, collecting 
data from each employee is a fundamental HR requirement.

Data Mgt Systems

Employee 
Personal Info 
& Documents

Job Info
Career 

movement 
info

Compensation 
& benefits

People 
process info: 
PR, TR, GSR, 

Training 

Data Security 
& Privacy 

Data Mgt tools
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Statutory Compliance Audit
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Statutory Compliance and Labour Laws

• Compliance with laws of land is core to good corporate
governance

• Every Corporates’ endeavour is to be recognised as good
corporate citizen

• Ensuring statutory compliance is an operational plan of
action for success of good corporate governance strategy

• Laws are applicable on the basis of type, nature of business,
geographic locations

• Listed/Unlisted Companies
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Statutory Compliance and Labour Laws

On an average around 100 laws are applicable to an organisation and thousands of compliance to be fulfilled and monitored.

The laws could be broadly categorised as-

Corporate 
Laws

Tax Laws Labour 
Laws

Environment 
Laws IT Laws General 

Laws
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Statutory Compliance and Labour Laws – e.g. A Factory

Wage Code, 2019 Social S Code, 2020 OSH, 2020 IR Code, 2020

1. Payment of Wages Act, 1936

2. Minimum Wages Act, 1948

3. Payment of Bonus Act, 1965

4. Equal Remuneration Act, 1976

1. Employees' Compensation  Act, 1923

2.  Employees' State Insurance
Act, 1948

3.  Employees' Provident Funds

and Misc. Provisions Act, 1952

4.  Employment Exchanges 

(CNV) Act, 1959

5.  Maternity Benefit Act, 1961

6.  Payment of Gratuity Act, 1972   

7.  Cine-Workers Welfare Fund Act, 1981

8. Building and Other Construction    Workers’ 
Welfare Cess Act, 1996      

9. Unorganized Workers Social  Security Act, 
2008

1. The Factories Act, 1948

2. The Mines Act, 1952

3. The Dock Workers (Safety, Health &    Welfare) Act, 
1986

4. The Building and Other Construction Workers 
(Regulation of Employment & Conditions of Service) 
Act, 1996

5. The Plantations Labour Act, 1951

6. The Contract Labour (Regulation and     Abolition) Act, 
1970

7. The Inter-State Migrant Workmen (Regulation of 
Employment and  Conditions of Service) Act, 1979

8. The Working Journalist and other News  Paper 
Employees (Conditions of  Service and Miscellaneous 
Provision)  Act, 1955

9. The Working Journalist (Fixation of Rates of wages) 
Act, 1958

10. The Motor Transport Workers Act, 1961

11. The Sales Promotion Employees (Conditions of    
Service) Act, 1976

12. The Beedi and Cigar Workers (Conditions of 
Employment) Act, 1966

13. The Cine Workers and Cinema Theatre Workers Act, 
1981.

1. The Trade Unions Act, 1926

2. The Industrial Employment
Standing Orders) Act,1946

3. The Industrial Disputes Act,1947
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Statutory Compliance Tool

Compliance 
Checklist
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Reviewer – Drill down by location/SBU

Drill down into a particular SBU to 
view  compliance status for all 

locations under SBU

Click here to drill down into sub-
location

Overall status of all compliances at SBU level
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Reviewer – Drill down by location/SBU/Sub-location

Drill down into a particular Sub 
locations to view  compliance 

status for all locations under SBU

Click here to drill down into 
Legislative Area

Overall status of all compliances at Sub 
Location level
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Reviewer – Drill down by location/SBU/Sub-location/Legislative area

Drill down into a particular Legislative 
areas  to view  compliance status for all 

Acts/ rules & regulations 

Click here to drill down into Acts/ 
rules and regulations 

Overall status of all compliances by Legislative 
area
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Reviewer – Drill down by location/SBU/Sub-location/Legislative area/
Act 

Drill down into a particular Acts, rules & 
regulations  to view compliance status for 

all Statutory Provisions 

Click here to drill down into Statutory 
provisions

Overall status of all compliances by Acts/ rules 
& regulations 



39 !@ #
Internal

Reviewer – Drill down by location/SBU/Sub-location/Legislative area/
Act/Statutory provision 

Drill down into a particular Statutory 
provisions to view compliance Ares

Click here to drill down into 
Compliance areas

Overall status of all compliances by Statutory 
Provisions
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Reviewer – Drill down by location/SBU/Sub-location/Legislative area/
Act/Statutory provision/Compliance Area 

The user can view compliance details of a 
non compliance, not applicable and 

compliance proof not available by clicking 
on the icon  

Compliance area details

Overall status of compliances area

Click here to proceed
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HR Audit measures
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HR Audit Measures

Audit measures are those activities or processes put in place to ensure that the security and performance of an organization's 
data and systems are maintained. These measures can include assessing a system's vulnerability to attack, regularly testing the 
system's security, using strong authentication methods and access control measures, monitoring user activity, conducting 
periodic audits, and implementing data encryption or other protective measures.

Audit measures

1. Analyzing existing HR policies and procedures for compliance with applicable laws and 
regulations. 

2. Evaluating job descriptions for accuracy and legal compliance. 
3. Assessing the effectiveness of recruitment and selection processes. 
4. Examining the structure of the organization's compensation and benefits programs.
5. Assessing the organization's training and development programs. 
6. Investigating allegations of discrimination or harassment. 
7. Reviewing employee handbooks and other HR documents. 
8. Examining HR data and analytics. 
9. Evaluating the organization's culture and work environment. 
10. Investigating records of employee grievances and disputes.
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HR auditing as a tool of HR valuation
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HR Valuation

It involves measuring the costs incurred by business firms and other organizations to recruit, select, hire, 
train and develop human assets

HR Valuation

Source: Academy to Innovate HR

• Cost of hire
• Time to hire/time to fill
• Learning and 

development budget
• Training time in days
• Time since last promotion

• Engagement score
• Employee attrition rate
• Absenteeism rate
• Individual performance
• Team performance
• Quality of hire
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HR Benchmarking
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HR Benchmarking

Benchmarking is a process of measuring the performance of a company's products, services, or processes against those of 
another business considered to be the best in the industry, aka “best in class.”

Benchmarking

Source: Academy to Innovate HR

Best Practices
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Diversity, Equity and Inclusion (DEI) 

Our Diversity & Inclusion Ambition is to provide equal opportunities to everyone everywhere 
and to ensure all employees feel uniquely valued and safe to contribute their best

DEI Ambition

https://forms.office.com/Pages/ResponsePage.aspx?id=reFRbkvFOUu1mA_-
muaP79N7DoITH0BPgubU0oXDkspUNFVDVFU4VFZHRTU1NDhVVVAzVVgxWTVSSi4u

Exercise

1. DEI Policy
2. Recruitment & Selection
3. Performance Review and Promotion
4. Harassment at Work
5. HR Operations
6. Enabling Environment
7. Advocacy
8. DEI Practices

4 Best in Class Organisation

3 Progressive

2 Well managed

1 Un-organised
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Diversity, Equity and Inclusion (DEI) 

4 Best in Class Organisation

3 Progressive, CI

2 Well managed

1 Unorganised WoW
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HR Benchmarking

Best Employer Survey - Example
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HR Benchmarking

Source: SHRM Customized Human Capital Benchmarking Report 

SHRM Report
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HR Benchmarking

Gartner Score 
card
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HR Audit 

• Improved compliance (Internal processes or statutory compliances)

• Benchmarking

• Increased confidence | Credibility

• Improved efficiency | More accurate records 

• Increased transparency

• Reduced cost | Minimise risk and liabilities 

• Continuous improvement 

• Brand image

Benefits
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Thanks !


