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Template 16 : Internal Audit Annual Report Template  
 

1. Cover page  

Title of the report, Period covered by the report, County Government Entity audited, Names of the report author & head of audit 

unit, the internal audit unit, Date of the report, Distribution list 

2. A table of contents  

The table should show headings and sub-headings of the issues in the report. It is not necessary to show sub-sub-headings. 

3.        Report forwarding letter 

Brief description of the operations of the audited county government entity, its overall risk rating as deemed by its senior 
management, recap of the status of the issues raised in the previous internal audit report(s), scope and objectives of this audit, the 
auditors who carried out this audit, the timing and duration of this audit, the methodology for this audit, audit qualifications due to 
limitation of scope of audit (if any).  

4. Executive summary 

The report must contain an executive summary. The main purpose of the executive is to give a synopsis of the entire report such 

that the reader not interested in detail may still pick the message of the report from the summary. Consequently, the summary 

should give a balanced overview of the contents of the report; laid out in the logical sequence of the report. The points in the 

executive summary should be cross-referenced (citing the section numbers) to the corresponding detailed sections of the report.  

Evaluation of controls and risks: statement of responsibility (client management & internal auditor) regarding internal control, 

risks examined, controls examined, a summary opinion on the adequacy and effectiveness of the risk management and internal 

controls (use models in chapter 3 of the manual) highlighting the areas of significant internal control weaknesses and risk exposure. 

5. Detailed findings: for each issue raised in the report; state what has been observed (and the sample size in relation to the 
population, as well as the results from the sample), state what caused it (what went wrong – for example; is it breakdown of 
controls?), analyse what is at risk, analyse the risk impact, suggest remedial recommendations, include management comments 
thereon, and state the action plan agreed with client management and the target timeframes. The above information should be 
laid out under specific sub-headings in the given logical order.  

Appendices: tables and other supplementary references should be laid out in the appendix to avoid crowding the main of the report. 

The appendices should be referred to in the main body of the report.  
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Annexes: Individual finding grading criteria, report grading criteria, definitions, abbreviations etc. 

 

6. NB: Section headings and paragraphing 

The headings and sub-headings of the various sections in the report should be numbered. For example; if the heading titled “executive 

summary” is numbered 3.0, its sub-heading titled “overall audit opinion on the effectiveness of internal control” may be 3.1. Each 

issue or point in the report should be in a separate paragraph. 
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To: Chief Officer 

 

From: HIA 

 

Subject: Department of Education, Fixed Assets 

Review, SATISFACTORY RATING 

 

Date 

 

 

The ABC County internal audit unit completed an internal 

control review of cash disbursements on March XX11. The 

scope of the review, performed as of  February XX11, was to 

evaluate the design adequacy and operating effectiveness of 

the system of internal controls within the cash disbursement 

process. The review included verification procedures to ensure 

proper authorization, validity, accuracy, timeliness, 

completeness, classification, confidentiality, integrity, and 

availability of books, records, and other relevant 

documentation supporting cash disbursements processed 

during the fiscal year ended June XX10. 

 

The scope of the review included, but was not limited to, 

documenting, evaluating, and testing: 

 Procedures for receiving and validating requests for 
disbursement. 

 Approving and processing disbursements (wires or 
cheques). 

 Validating disbursements for distribution. 
 Recording and balancing cash disbursements. 
 Reconciling detailed records to general ledger cash 

disbursements control accounts. 
 

CONCLUSION 

In our opinion, the cash disbursement process is reasonable 

and the system of internal controls is acceptable, resulting in a 

SATISFACTORY audit rating. The rating indicates that overall 

controls are designed adequately and operating effectively to 

mitigate the underlying risks to an acceptable level. This rating 

also indicates that there are relatively few minor deficiencies 

and that an appropriate level of management attention exists. 

The Internal control environment rating definitions are included 

as Annex A. 

 

MANAGEMENT’S ACTION PLAN 
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Management has established a satisfactory action plan to 

resolve the observation presented in this report. A detailed 

explanation of our findings and recommendations, together 

with management response, is provided in the attached report. 

 

We acknowledge and thank you for the co-operation we have 

received from your staff during the performance of this audit. 

 

Should you have any queries or require any clarification 

regarding the report, kindly contact the undersigned on 

(insert telephone contact and/ or email address). 

 

 

Regards  

 

Copies to: 

Head of Internal Audit 
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Summary of internal Audit Findings 

 

Key process / area Identified issue Rating Page 

Purchases    

  High # 

Fixed assets    

  Medium # 

Revenue  Low # 
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1. Purchases 
 

1.1 Single sourcing Rating: High Recommendation  

Criteria: The standards, measures, or expectations used in making 

an evaluation and/or verification (what should exist). 

Condition: The factual evidence that the internal auditor found in 

the course of the examination (what does exist). 

Recommendation: That which the audit customer can 

implement, change, or undertake to move from what does 

exist to what should exist. 

 

Root cause Management comments  

Cause: The reason for the difference between the expected and 

actual conditions (why the difference exists). 

Management action plan: That which management will do 

to correct the gap between what should exist and what 

exists. If management does not agree with the finding or 

recommendation, auditor should meet with management 

and reconcile positions before correcting the report and 

obtaining fresh management comments.  

Risk and impact Responsibility and Target Date 

Effect: The risk or exposure the audit customer organization 

and/or others encounter because the condition is not the same as 

the criteria (the impact of the difference). 

Accountability:  

Responsibility:  

Target date is the date when the condition will have been 

corrected and when auditors can verify completeness of 

mitigating measures. 
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2. Fixed Assets 
 

1.1 Missing Assets Rating: High 

Criteria: The standards, measures, or expectations used in making an evaluation and/or verification (what should exist). 

Condition: The factual evidence that the internal auditor found in the course of the examination (what does exist). 

Root cause 

Cause: The reason for the difference between the expected and actual conditions (why the difference exists). 

Risk and impact 

Effect: The risk or exposure the audit customer organization and/or others encounter because the condition is not the same as 

the criteria (the impact of the difference). 

Recommendation  

Recommendation: That which the audit customer can implement, change, or undertake to move from what does exist to what 

should exist. 

Management comments  

Management action plan: That which management will do to correct the gap between what should exist and what exists. If 

management does not agree with the finding or recommendation, auditor should meet with management and reconcile positions 

before correcting the report and obtaining fresh management comments.  
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Responsibility and Target Date 

Accountability:  

Responsibility:  

Target date is the date when the condition will have been corrected and when auditors can verify completeness of mitigating 

measures. 
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Appendices 
 
 
 

Appendix 1  

Appendix 2  

 
 

Annex 1  

Annex 2  
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Appendix I : Difference in____________  ( Observation no#)  

 

Brief description of items listed 
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Annex I: Scope of work and responsibilities 

This internal audit review was carried out in MM YYYY, in accordance with the IPPF standards as laid down by the Institute of 

Internal Auditors and as set out in County Government Internal Audit Manual. In particular, the audit covered the following: 

 understanding and documenting the processes; 

 carrying out a process level risk assessment of each process; 

 identifying controls in place to address significant risks; 

 assessment of the effectiveness of control procedures in addressing or mitigating the identified risks; 

 controls validation and testing to confirm if key controls are operating as intended; 

 assessing processes and controls against our knowledge of best practice; and 

 identification of performance improvement opportunities. 

Management responsibility 

Department of Education’s management is responsible for establishing and maintaining a system of internal controls. In fulfilling 

this responsibility, estimates and judgments must be made by the management to assess the expected benefits and related costs 

of control procedures. The objectives of a system of internal controls are to provide management with reasonable, but not absolute 

assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in 

accordance with management’s authorization. 

Internal audit responsibility 
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As part of our internal audit work, we performed a study and evaluation of Department of Education’s system of internal controls 

to the extent we considered necessary to evaluate the system. Our study and evaluation was limited to the areas set out above. 

‘An audit does not guarantee the detection of all irregularities and non-conformities and should be viewed as an aid to better 

management, but not as a substitute for normal management review and judgment. Because of inherent limitations in any system 

of internal control, errors or irregularities may nevertheless occur and not be detected. Care should be exercised in projecting the 

result of the current audit evaluation into the future, as there is a risk that procedures may become inadequate because of changes 

in condition or that the degree of compliance with the procedures may deteriorate. 
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Annex II: Individual observation rating and report grading criteria 
 

Individual Observation Rating Criteria 

 

Every audit issue is rated as High, Medium or Low based on the ownership of responsibility for resolution of audit issues. 

 

High  A fundamental objective is not met or there is a critical weakness in controls. Resolution would 

help avoid a potentially critical negative impact involving loss of material assets, reputation, 

critical financial information, or ability to comply with the most important laws, policies, or 

procedures. 

Medium  
An important objective is not met or there is a significant weakness in controls. Resolution 

would help avoid a potentially significant negative impact on the unit's assets, financial 

information, or ability to comply with important laws, policies, or procedures. 

Low  Objectives are mostly met but further enhancement of the control environment is possible. 
Resolution would help improve controls and avoid problems in the unit's operations. 

 

Report Grading Criteria 

 

Each report includes an overall rating of controls based on the objectives, scope, and conclusions of detailed work 

performed. The control ratings are as follows:  
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Grade  Description  

Satisfactory 

 

 Overall controls are designed adequately and operating effectively to mitigate the underlying risks 

to an acceptable level. This rating indicates that there are relatively few minor deficiencies and that 

an appropriate level of management attention exists. 

 

Needs 

Improvemen

t 

 

 Overall, controls need improvement to consistently mitigate the underlying risks to an acceptable 

level. This rating indicates that the number and nature of deficiencies required prompt 

management attention to reduce exposure to a more acceptable level. 

 

Unsatisfactor

y 

 

 Overall, controls are not designed adequately and/or operating effectively to mitigate the 

underlying risks to an acceptable level. This rating indicates that the number and nature of 

deficiencies are of critical importance and require substantial management attention to prevent 

further deterioration. 

 

 
 


