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AUDIT REPORT PROCESS

Introduction

The audit report process actually begins during the fieldwork as potential comments are identified by internal auditors. Potential
comments are noted in the workpapers and drafted in astyle to facilitate compilation of the final audit report. Potential comments
should be reviewed with key audit client contacts to confirm the accuracy of the findings and to avoid major surprises at the exit
conference.

Discussion Document

Potential comments are compiled in a discussion document to be reviewed with the audit clientduring an exit conference. At this
stage all potential comments are preliminary and subject to change. Comment type, reporting level, and category may be
changed based on new or additional information revealed during the exit conference. Refer to IAD’s Audlit Report Ratings,
Comment Priorities & Categories document for guidance on determining potentialpriorities and categories for comments.

Exit Conference

An exit conference with appropriate audit client personnel is scheduled in order to review thediscussion document. Generally it
is desirable to distribute the discussion document to audit clients in advance of the exit conference.

Draft Audit Report

Following the exit conference a draft report is compiled. Comments prioritized as moderate orhigh are included in the main body
of the draft audit report. Improvement opportunities prioritized as moderate or high are also included in the main body of the
draft audit report.

Improvement opportunities are segregated in a separate report section and do not affect the auditrating assigned to the report.
Low priority comments, also called exit conference memo comments, are attached as an exhibit to the draft audit report. Low
priority improvement opportunities can be included in a separate section of the exit conference memo comments.

Technical exceptions, which do not require a management response, are included as an additional exhibit to the draft audit report.

The draft audit report is circulated to the appropriateaudit clients for response. The draft report is also circulated to executive
management at this time.

Management Response

A written response to the draft report from appropriate audit clients is required. Comments thatare not resolved by the date of
the written response must include a target date for resolution. A written response is required for both the audit report comments
and the exit conference memo comments. No response is required for technical exception comments. A response to improvement
opportunities is also required. The target date for returning written responses willvary depending on the length and complexity of
the report comments. It may also be necessaryto set separate target dates for audit report comments and exit conference memo
comments.
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Generally, no more than 2-3 weeks should be set for responses to audit report comments, and if aseparate date is set for exit
conference memo comments no more than 3-5 weeks should be allowed.

Final Audit Report
Once a written response is received a final report is compiled that includes the audit client’s response and the overall rating for
the audit. The final report is circulated to appropriate auditclients and executive management.

Note that different final reports are prepared for bank personnel and directors. Bank personnel -audit clients and executive
management - receive a complete audit report that includes the exhibits with exit conference memo comments and technical
exceptions. Directors’ reports do not include the exit conference memo and technical exception exhibits as these only include low
priority comments.

Depending on unique circumstances it may be necessary to distribute the final report in two stages. Due to timing
considerations for upcoming audit committee meetings or size considerations for reports with a large number of exit
conference memo comments it may benecessary to set separate target dates for responses. In some situations it may be
possible ornecessary to complete the directors’ version of the final report prior to completing the bank personnel version of
the entire report.

Audit Committee Pending Items Report

Audit report comments that are not resolved by the response date and must have a future target date set and will be added to the
Audit Committee’s Pending Iltems Report. Progress in resolvingthe comments will be monitored and the status reported at each
subsequent Audit Committee meeting.
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About The IIA Executive Membership
This tool is an exclusive benefit of The IIA Executive Membership. This membership delivers all 1A member benefits, plus exemplifies the
preeminent membership for a high-level, seasoned internal audit executive. Members access customized tools, tailored content, and peer-to-

peer networking focused on leadership, team development, performance, and problem solving.

About The lIA

The Institute of Internal Auditors (IIA) is the internal audit profession’s most widely recognized advocate, educator, and provider of standards,
guidance, and certifications. Established in 1941, The IIA today serves more than 200,000 members from more than 170 countries and territories.
The association’s global headquarters is in Lake Mary, Fla., USA. For more information, visit www.theiia.org.

Disclaimer

The IIA Executive Membership provides resource documents compiled from Executive members that can be utilized to assist Executive
members with their audit function duties and responsibilities. The information included in this document is general in nature. It is not intended
to address any particular individual, internal audit activity, or organization. The information in this document should not be shared, or acted on
without appropriate consultation or examination.

The IlA publishes this document for informational and educational purposes. This material is not intended to provide definitive answers to
specific individual circumstances and as such is only intended to be used as a guide. The IIA recommends seeking independent expert advice
relating directly to any specific situation. The IIA accepts no responsibility for anyone placing sole reliance on this material.
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