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INTRODUCTION

The internal audit assignment was conducted in accordance with the approved internal audit
plan, covering the [Process] of the Department.

This report records the results of our internal audit findings and recommendations looking at
possible ways in which the controls and operations could be improved to overcome identified
weaknesses in control and increase the adequacy, efficiency and effectiveness of controls based
on the risk identified.

The matters raised in this report are only those, which have come to our attention arising from
our audit that we believe they need to be brought to your attention. It is not a comprehensive
record of all the matters arising and in particular we cannot be held responsible for reporting all
risks and all internal control weaknesses.

The maintenance of effective control measures still remains the responsibility of management
and not that of Internal Audit.

This report has been prepared solely for the use by the management of the Department of
XXXXX. We do not accept responsibility to any third party to whom the contents may be
disclosed or who at their own accord may decide to rely on it as the report has not been
prepared for, and is not intended for, any other purpose.

The report has been set out in two sections as follows:
Section A - An executive summary documenting the scope of
our work, sources of information, compliance with

ITA standards and conclusion.

Section B- Detailed audit findings



SECTION A - EXECUTIVE SUMMARY

SCOPE

We have conducted the audit assignment in terms of the approved internal audit plan. The area
covered by our members of staff during the fieldwork is [Process]. The time period covered by
the audit is from 1 April 2013 to 31 July 2013. Audit procedures performed are designed to
evaluate the adequacy, efficiency and effectiveness of the Department’s governance principles,
risk management and control processes.

SOURCES OF INFORMATION

Discussions were held with management and staff members. Audit work was conducted on the
basis of questionnaire, enquiry, observation, confirmation and verification of supporting
documentation and identified processes.

It is an inherent limitation that accounting and internal control systems cannot provide
management with conclusive evidence that objectives are reached due to the following reasons:

e There is a potential human error due to carelessness distraction, mistakes of judgements and
misunderstanding of instructions.

e The possibility that a person responsible for exercising an internal control could abuse that
responsibility.

e The possibility of circumventing of internal controls through the collusion of a member of
management or an employee inside or an outside entity.

e The possibility that the procedures may become inadequate due to changes in conditions,
and compliance with the procedures may deteriorate.

STANDARDS FOR PROFESSIONAL PRACTICE

Paragraph 3.2.6 of the Treasury Regulations states that the internal audit must be conducted in
accordance with the standards set by the Institute of Internal Auditors. The standards are
principle focused, mandatory requirements consisting of statements of basic requirements for
the professional practice of internal auditing and for evaluating the effectiveness of performance,
which are internationally applicable at organisational and individual levels.

We complied with the standards for the International Standards for the Professional Practice of
Internal Auditing, unless otherwise stated in this reports as issued by The Institute of Internal

Auditors, in the performance of our duties in respect of this focus area.

(Delete areas in red if not applicable)




MANAGEMENT RESPONSIBILITIES IN TERMS OF GOVERNANCE, RISK AND
CONTROLS

Management is responsible for the establishment and maintenance of effective systems of
governance to:

e Promote appropriate ethics and values within the department;

¢ Ensure effective organisational performance management and accountability;

e Communicate risk and control information to appropriate areas in the department; and

e Coordinate the activities of and communication of information by EXCO, external and
internal auditors and management.

Management is further responsible for the establishment and maintenance of an effective system
of internal control and risk management. The objectives of the system of internal control are,
inter alia, to provide management with reasonable, but not absolute, assurance that:

o Objectives are achieved;

¢ Financial and operational information are reliable;

e Operations and programs are effective and efficient;

e Assets are safeguarded;

e Laws, regulations, policies, procedures and contracts are complied with; and

¢ Risks are identified, appropriate risk responses selected, communicated and managed.

The principal safeguard against fraud, misstatement and irregularities is an effective system of
internal control. It must, however, be recognised that there are inherent limitations in any
system of internal control - including management override, human error and circumventions
through collusion. The prevention and detection of fraud is therefore management’s
responsibility.

Management representations made are considered to form part of our audit evidence. Any
management representations will be accepted on face value and in good faith. We will not
perform detailed procedures to verify the accuracy, validity or completeness of the
representations.



5.

SUMMARY OF FINDINGS

The summarised matters are discussed in detail in the attached pages.

Section A: Positive Finding:

Audit Finding

Item

Section B: Critical Finding:

Audit Finding Pg. Previously Reported
QE, No. Internal Audit Auditor-General
= 2012/13 | 2010/11 | 2012/13 | 2010/11
Audit Finding Pg. Previously Reported
QE, No. Internal Audit Auditor-General
= 2012/13 | 2009/10 | 2010/11 | 2009/10
Section C: Housekeeping Issues:
Audit Finding Pg. Previously Reported
g No. Internal Audit Auditor-General
= 2010/11 | 2009/10 | 2010/11 | 2009/10

OPINION ON INTERNAL CONTROLS, RISK MANAGEMENT AND GOVERNANCE

The internal audit opinion on governance, risk management and internal control is as follows:

Delete not applicable faces:

Governance: . @ .
Risk Management: )




Internal Controls: . @ .

LEGENDS:

. : Adequate except where noted in the report

@ : Adequate, however there is room for improvement
® : Urgent attention to the matter is required

Areas of Internal Controls that are Inadequate:
L]
L]

Areas of Governance that are Inadequate:
[ ]
[ ]

Internal Audit Conclusion on Managements Acceptance of Risk

Internal Audit concludes that management has accepted a level of risk that is acceptable /
unacceptable for the department.

Internal Audit view managements acceptance of the following risks areas as unacceptable:
[ ]
[ ]

CONCLUSIONS

The problems raised by this audit report are seen in a serious light and can be attributed to a lack
of sufficient control measures.

Comments by management would be noted and the steps taken to rectify deficiencies will be
evaluated during the next audit or a follow-up audit.

APPRECIATION

The internal audit section would like to thank management and staff members for their co-
operation during the audit.

DD/MM/YYYY
NAME DATE
CHIEF AUDIT EXECUTIVE




| SECTION B - DETAILED INTERNAL AUDIT FINDINGS

A: POSITIVE FINDINGS
Finding/Condition

B: CRITICAL FINDINGS
1.FINDING 1

Criteria

Finding/Condition

Root cause

Risk/Effect

Recommendations

Agreed Action

The following action plans represent the agreed management actions to be taken to address the weaknesses
and/or areas for improvement, as identified during the internal audit review.

Responsible official

Due date

C: SIGNIFICANT FINDINGS
1. FINDING1

Criteria

Finding/Condition

Root cause

Risk/Effect

Recommendations

Agreed Action

The following action plans represent the agreed management actions to be taken to address the weaknesses
and/or areas for improvement, as identified during the internal audit review.



Responsible official

Due date

D: HOUSEKEEPING ISSUES
1. FINDING1

Criteria

Finding/Condition

Root cause

Risk/Effect

Recommendations

Agreed Action

The following action plans represent the agreed management actions to be taken to address the weaknesses
and/or areas for improvement, as identified during the internal audit review.

Responsible official

Due date



