Module 12

	REPORT WRITING

Readings: 
Sawyer 
Chapter 17 - "Reports" 
Chapter 18 - "Audit Report Reviews and Replies"
Chapter 19 - "Reports to Executive Management and the Board"
LEARNING OBJECTIVES

The importance of good communication skills to internal auditors. Factors to consider in designing the effective audit report

Specific Course Objectives covered by this module include;

5. Students will demonstrate the ability to successfully address issues in conducting an internal auditing assignment.
INTRODUCTION

The material presented in the text is complete and presented well and will serve the student well in his/her professional career. The material presented below includes the highlights of the text materials. The student is urged to study this text material in great detail. 
DEVELOPING EFFECTIVE AUDIT FINDINGS


This module will show the student how to prepare effective audit findings. What is an effective audit finding? An effective audit finding is one that is implemented by management with a minimum of negative reaction. 

Writing effective audit findings is one of the most important things an auditor does because the audit findings are often the only thing seen by the auditee. Audit findings are the final product of the audit and as such as a direct reflection on the auditor. 

Another important point to keep in mind is to keep deadlines in perspective. A poorly written report to meet a deadline will be filed and reviewed months or even years after the deadline. The individual reading the report at that time will not know that the report was written for a deadline. The only thing that person will see is a poorly written report with your name on it.
WHAT ARE THE CHARACTERISTICS OF EFFECTIVE AUDIT FINDINGS

• 1. Objective
• 2. Clear
• 3. Concise
• 4. Constructive
• 5. Timely 



THE REPORTING PROCESS


Effective audit findings just don’t happen. They are the products of the entire audit process. Therefore, we must ask the following questions: 


• A. Who do you report to?
• B. Why?
• C. Who could see your report?
• D. The process?

Likewise, internal auditors should examine their audit process to find ways of improving their reporting:


• 1. Establishment and organization of the auditing department
• 2. Risk Assessment
• 3. Individual audit planning
• 4. Individual audit fieldwork
• 5. Individual audit reporting
• 6. Individual audit follow-up 




HOW ARE AUDIT FINDINGS DEVELOPED

• a. Initial finding is discovered
• b. Initial finding is drafted
• c. Finding is discussed by audit team
• d. Finding is discussed with auditee personnel
• e. Findings are edited into final report draft
• f. Exit interview
• g. Final report released
THE AUDIT REPORT ITSELF


The two most important words concerning the report itself are appearance and organization. These two words cannot be stressed enough. Audit reports should look professional. This means using first rate materials such as bonded stationary and laser printing. 

The report should be bound with a professional looking binding and cover. Again, the internal auditor must be concerned with his or her professional image. A sloppily prepared report will kill a career just as quickly as inappropriate dress. 


The content of the report should be organized for maximum readability and comprehension. USA Today is far easier to read than the New York Times. Indeed many newspapers have adopted the USA Today format. 

Like it or not, business leaders do not have the time or patience to read a lengthy tedious report. The internal auditor must get his or her point across in as few works as possible. Every word in the report must contribute some information or be stricken. 


Internal auditors have a great degree of freedom in designing their reports. The following list of potential sections of a report can be used to design an effective report: 


• a. Cover
• b. Letter of transmittal
• c. Title Page
• d. Table of Contents
• e. Synopsis
• f. Digest
• g. Highlights
• h. Executive summary
• i. Introduction 
• j. Scope
• k. Findings
• l. Recommendations
• m. Management response
• n. Opinion
• o. Summary
• p. Graphics
• q. Appendix


The student should note that an effective audit report is organized with summary information in the front followed by more detailed information with the most detailed information (appendices) being placed at the back of the report. This allows the reader to stop at convenient points in the report or to continue to get more information and details by reading further. 
INDIVIDUAL AUDIT FINDINGS

Each individual audit finding may contain the following five components based on the type of audit (financial, operational, or compliance):

• 1. Criterion – the measure or standard being used. 
• 2. Condition – the current situation. Usually represents symptoms of the real problem.
• 3. Effect – usually negative aspects of current situation
• 4. Cause – the real problem.
• 5. Recommendations – suggestions for improvement that address the cause not the symptoms of the problem.



ARRANGING THE COMPONENTS


The five components described above should be arranged differently based on the type of audit performed – control (financial), operational, and compliance.


1. Control (Financial)
• Effect
• Condition
• Cause
• Criterion
• Recommendation 


2. Operational
• Recommendation
• Criterion
• Condition
• Effect
• Cause


3. Compliance
• Criterion
• Condition
• Recommendation
EDITING AND PROOFREADING


Effective audit reports should be carefully edited and proofread many times before they are released. An important point with regard to proofreading needs to be made. Proofreading is when one person reads a copy of the report to another person who notes what the other person is reading on a second copy of the report. 

Do not rely on spellcheckers! Spellcheckers will find misspellings that are not words but not misspellings that result in legitimate words. Watch for trick words like those listed on page 781 of the text. Perform the “Written Performance Inventory” outlined in exhibit 13-9, page 788 of the text. 
REMEMBER THESE TIPS FOR EFFECTIVE WRITING


Organization and appearance are everything.
One thought per sentence.
Use short paragraphs.
Use headings and subheadings to break up long paragraphs.
Use the active voice.
Substitute shorter words for longer words.
Watch the use of modifiers. Be specific.
Do not use verbs as nouns and nouns as verbs.


Return to Module 1
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