To: Board of Directors / Senior Management Team
From: [Internal/External Audit Department]
Date: [Insert Date]

Subject: Management Letter Observation: Insufficient Cross-Training Within Merged Finance
Departments

Observation:

Following the recent merger of [Company A] and [Company B], we have observed a significant
lack of cross-training between the respective finance teams. Currently, critical accounting
functions-including month-end closing procedures, regulatory reporting, and payroll processing-
are siloed within specific individuals who previously managed these tasks for their legacy
organizations. There is no documented evidence of knowledge transfer or formal training
sessions between the two groups.

Risk:
The current lack of cross-training presents the following risks to the organization:

e Operational Bottlenecks: Potential delays in financial reporting if key personnel are
absent due to illness, resignation, or vacation.

e Loss of Institutional Knowledge: Risk of losing legacy data processing expertise if
former employees leave before their roles are integrated.

o Internal Control Weaknesses: Reduced ability to implement effective job rotation,
which is a key control for preventing and detecting fraudulent activity.

o Inconsistent Processes: Prolonged use of disparate accounting methods which may lead
to inaccuracies in consolidated financial statements.

Recommendation:

We recommend that management implement a formal cross-training program immediately.
Specifically:

o Develop a skills matrix to identify "single points of failure" within the merged finance
department.

e Mandate shadow-training sessions where legacy staff members document and teach their
specific workflows to counterparts.

o Standardize Standard Operating Procedures (SOPs) for the unified department to ensure
consistency regardless of which staff member performs the task.

o Implement a holiday coverage policy that requires staff members to perform the duties of
their counterparts periodically.



Management Response:
[Insert Management Response and Action Plan Here]
Target Implementation Date:

[Insert Date]



