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Abstract: - Internal audit is an important tool in helping senior management of organizations to find the right
solutions in meeting the objectives. Through findings and recommendations, auditors provide assurance and
advice on the management of internal control systems, risk and governance. The management of public
organizations in Albania still has an incomplete conception and a low level of awareness on the role of
contemporary internal audit services. This is firstly related to the quality of audit activities, where in significant
cases the quality of this service is assessed to be not at the levels required by contemporary standards and
practices, and secondly to the lack of recognition and misuse of these services by many administrators of public
organizations. The aim of this research is to determine the state of capacity of public administration employees
in the field of internal audit, in public organizations in Albania and give the right recommendations for the
development of these capacities in order for the internal audit service to become a powerful tool in the hands of
managers to achieve their objectives by adding value to the organization. The methodology used for the
research has its own dimensions such as: specification of research subjects and sampling, tools used for
research, implementation plan, ethical issues, presentation of research findings, etc. The research is based on
primary and secondary data collection. The research is based on the testing of the Hypothesis, HO. The
practical implications of this paper consist in the fact that: this is an in-depth study of the problems faced by the
internal audit activity in public sector organizations in Albania. The conclusions and recommendations given to
address these issues will add value to the management of these organizations, by helping managers reconsider
their roles and responsibilities in order to strengthen the Internal Control System, and to make it a powerful tool
in meeting their objectives. They also serve internal auditors to improve their practical activities. The paper is
original, as so far in Albania no other studies with these dimensions have been conducted in this field, and it
also has both theoretical and practical value for researchers, internal auditors and managers of the field.
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1 Introduction as an independent activity, performs two important
Contemporary internal audit is conducted as a tool functions: o o

of management with the purpose of increasing the o Firstly, it gives objective assurance on the
value of the organization by not only reporting the functioning of internal control systems,
facts, but above all by preventing the occurrence of governance and risk management.

errors, through the identification of the areas for e Secondly, it provides advice and managerial
improvement by the implementation of the best consultancy.

professional practices. Contemporary internal audit,
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In this way these functions add value and
improve the organization’s activities, helping in the
fulfillment of its objectives. Internal audit also
brings a systematic and disciplined model, to
evaluate and improve effectiveness of risk
management, control and governance processes.
Internal audit performs a monitoring target placed
by management to review and revalidate internal
system account, internal controls and risk
management, inside the organization.

The internal audit service plays an important role
in informing and educating senior management by
helping to find the right solutions to meet the
objectives, as well as in assisting managers to
develop the tools and techniques for governing the
organization.

In many countries that have changed from a
centralized economy to a market economy, such as
Albania, the role and functioning of auditing is still
not properly understood. With the support of
specialized international bodies (IMF, World Bank,
EC), many of these countries are reforming previous
public internal financial control structures, in order
to establish an independent internal audit function,
operating in accordance with the international
standards and professional practices of this field.

Creating a culture of risk awareness in the
organization is important to establish systems and
procedures in which to 'embed' risk management.
The ‘embedding’ of risk management in systems
and procedures means that risk management should
be an integral part of the managerial practice. Risk
management should be a key function that
managers, auditors and other employees should
consider on a daily basis, in their normal activities.

Effective internal controls should be measurable,
in order to be monitored on how they are
functioning and to determine a reasonable
probability of safety, that guarantees that operations
in the organization are successful and that its
resources are protected.

2 Theoretical Overview on the Role of

Internal Audit
The role of testing has advanced to cover non-
financial areas, and this equates to the internal audit
function. A large number of transactions is checked
/ verified to ensure that they are accurate and
properly authorized, as defined in unspecified
procedures [23].

Auditors play an important role in the safety and
quality of financial information through the opinions
and reports they submit. To perform the audit, the
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information must be in a verifiable form and meet
safety and quality standards. To fulfill their purpose,
auditors should obtain sufficient and qualitative
evidence, determine the types and amount of
evidence required, and assess whether the
information is in accordance with established
standards.

The services of the internal auditors for many
years have been related to consulting services and
other activities. Internal audit cooperates with
management to help it achieve its objectives.

Dealing with dull impact situations, represents
one of the biggest challenges that auditors face, not
only in terms of acceptance of audit findings, but
also from the point of view of relationship
management [19].

It is challenging for organizations to assess how
effective internal audit activities are and whether
benefits have been achieved [25].

Internal auditor and compliance auditor share an
important set of common objectives. Working
together in the above ways is critical for them to
achieve these common goals. They need to meet
often, clarify their responsibilities, communicate
well and be ready for everyone to take on a
supportive role when needed [2].

There is a need to clarify the necessary
competencies of internal auditors in general, and
those of the Chief Audit Executive (CAE) in
particular. Researchers should study disturbing
situations in which CAE makes
‘strong/harsh/difficult’” recommendations without
worrying or favoring (‘moments of truth”). Scholars
should also study the disturbing moments and
conflicts that occur when normative guidelines and
organizational specifics disagree [15].

Internal auditors provide independent
information and assurance that can be used by
managers to better assess resource needs and risks
and to make better business decisions. In addition,
the audit committee and board of directors can use
this information to better oversee the performance of
managers and provide advice on strategic decisions
[14].

The internal audit function is the main
government unit with experience in assessing the
effectiveness of resource usage, identifying losses,
inefficiencies and fraud in budget items [1].

The growth of internal audit in recent years has
resulted in an increasing role of oversight of
corporate audit committees. Part of this oversight
role includes the evaluation of the independence and
performance of the internal audit work by the audit
committee [24].

Volume 18, 2021



WSEAS TRANSACTIONS on BUSINESS and ECONOMICS
DOI: 10.37394/23207.2021.18.99

Essential to combating fraud is having proper
internal control procedures that include an
appropriate response plan. Internal audit possesses
extensive knowledge of the organization's control. A
combined security approach is essential in this
regard to understand the weaknesses in controls that
allow fraud [12].

A charter/statute provides a blueprint for how
internal audit will work and allows the governing
body to clearly signal the value it places on internal
audit independence [13].

As risks increase and become more complex, the
role of internal audit is likely to expand into areas
such as: risk management, culture and behavior,
sustainability, and other non-financial reporting
measures [11].

Meanwhile, the wuse of risk management
framework in all enterprises has expanded, while
organizations recognize their advantages over less
coordinated approaches to risk management.
Internal audit, both in its security and in its advisory
role, contributes to risk management in a variety of
ways [10].

Management has reasonable assurance that, in
general, appropriate controls are in place and
functioning as intended, risks are being adequately
monitored and  mitigated, and  necessary
improvements and reinforcements/supports are
being implemented [5].

An integral process, performed by the
management and personnel of the entity must be
designed/built to address risks, to see/pursue
opportunities, and to provide the reasonable
assurance to achieve results in the interest of the
public and the mission of the unit, through:

e conducting regular, ethical, economic,
efficient and effective operations;
e ensuring the relevance, reliability and

integrity of information;
o fulfilling the obligations of external and
internal responsibility;

e compliance with applicable laws and
regulations;

e conservation of resources from loss, misuse
and damage;

e meeting other criteria of good public
governance, including good policy
preparation and implementation, good

budgeting and financial
sustainability [4].

Within the context of its mission, an organization
has been created to meet the objectives. It is
assumed that the leaders of the organization can
articulate its objectives, develop strategies to
achieve these objectives, identify risks to achieve

strength and
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these objectives and then reduce/mitigate these risks
in the development/implementation of the strategy
[3].

The development and maintenance of efficient
management and control systems, based on the
principle of decentralized managerial accountability,
remains a challenge for public sector managers in
EU candidate and potential candidate countries [22].

Risk management is an integral part of the
management system of an entity, carried out by the
senior management of the entity, managers’ line and
other personnel, designed to identify, understand
and assess potential risks and opportunities (and
their interdependence) that may affect the entity,
and manage those risks and opportunities that are
within the risk appetite/tolerance, in order to provide
the  appropriate  presentation/disclosure  and
reasonable assurance regarding the achievement of
the entity's objectives [21].

Existing risk management standards for listed
companies still focus mainly on internal control and
audit functions, and financial risk, rather than on
identification (ex/ante) and comprehensive risk
management. Corporate governance standards
should place sufficient emphasis on the prior/ex/ante
identification of risks. Attention should be paid to
financial and non-financial risks, and risk
management  should include strategic and
operational risks [20].

In order to improve the efficiency and the level
of audit work in colleges and universities, it is
urgent to improve the quality of audit team in
colleges and universities [27].

Internal auditors’ attributes were identified as the
key for the measurement of internal audit
effectiveness, and that the relationships of internal
auditors and external auditors, chief audit executives
and senior management, play a pivotal role in
internal audit effectiveness [28].

Financial pre-warning model plays a vital role in
the financial monitoring of one business. It can help
management to predict, prevent and control
enterprise financial risks [29].

Auditors ensure that financial information is
transparent and reliable while supervisors provide
confidence in financial system. On the other hand,
auditors enable market players to make decisions
based on this information and contribute to financial
stability [30].

In the overall context of corporate governance
and internal auditing, the issue of creating added
value plays a central role [31].

Internal control in the public sector in Albania is
generally considered weak, because some of the
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components, elements and units that enable an
effective internal control are missing [26].

This literature review shows the possible
dimensions of how internal audit can create added
value through its services, and of how this value can
be measured

3 Study Methodology

This paper will address the role of internal audit in
the activities of public organizations in Albania, and
the main problems faced by internal audit in the
public sector of Albania, providing the necessary
recommendations for strengthening the role of
internal audit in the management of activities of
these organizations, and for increasing of the
managerial accountability.

In order to identify the problems faced by public
internal audit in Albania and to assess the capacity
of this service, for the purposes of our study, the
method used in data collection is the quantitative
one, developed in the form of an online
guestionnaire, as well as the qualitative one,
developed in the form of semi-structured interviews.
For the data analysis, both these sources of
information are complementary, in order to ensure
that the findings describe certain prevailing
phenomena.

The methodology used for the research has its
own dimensions specified as: purpose and
objectives of research, definition of hypothesis,
specification of research subjects and sampling,
tools used for research, implementation plan,
ethical issues, practical implications of research,
originality and value of study, and presentation of
study results.

3.1 Purpose and Obijectives of Research

The aim of this study is to determine the state of
capacity of public administration employees in the
field of internal audit.

The main objectives of this paper are to identify:

e The role of internal audit in providing
assurance on the functioning of internal
control systems in public organizations.

e The impact that security and internal audit
consulting activities have on strengthening
the governance systems of the public
organization.

e The main problems faced by internal audit
in public sector organizations in Albania,
provide the relevant recommendations for
solution, and increase the efficiency of audit
activities.
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3.2 Definition of Hypothesis

The research is based on testing of the Hypothesis
HO, expressed as: Quality internal audit services do
not play an important role in the performance of the
activities of public organizations in Albania.

Firstly, there can be a direct measurement of
competencies, through different types of tests (e.qg.,
written testing of knowledge and skills, performance
tests, etc.), or through the analysis of the results of
people's work.

Secondly, there can be an indirect (less direct)
way which relies on competency reporting - one
way to do it is self-reporting, i.e., employees
themselves  evaluate and  measure  their
competencies. Given the sensitivity of measuring
professional competencies at work, especially for
civil servants, it was decided to use the less direct
method, which is self-reporting.

Thirdly, the issues in the questionnaire were not
defined in the form of competencies, but in the form
of specific work practices, on which the participants
assessed the need for further professional
development. This also helped to reassure the
participants that the activity is not an evaluation of
their work.

3.3 Specification of Research Subjects and
Sampling

After defining the hypothesis, we started out the
work about specification of research subjects and
sampling that could be compatible to the purpose of
this research.

The target population for this research were
public internal auditors. The sample was limited to
internal auditors of the central administration,
which included four types of institutions: ministries,
authorities integrated within ministries, special
organizations, and government service offices. The
sampling for the study was a non-probability one -
the general approach was to cover the wide range of
central public institutions and to involve relevant
staff in the research.

The sample used for the audit civil servants was
composed of 98 individuals and could be considered
as representative for the given population of 410
public auditors in total. At the same time, the
qualitative part of the research strongly confirmed
many of the findings of the quantitative survey, thus
providing an argument that the survey findings
could be considered valid.

The sample used in the qualitative part of the
interviews was composed of 10 civil servants
leading the executive audit. The selection of
respondents was based on the following rule: if a
ministry has an organizational unit for internal audit,
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then the head of this unit should be selected for the
interview.

In this section, the data on the main professional
characteristics of the survey participants were also
described. Other information about the sample
relates to the type of central public administration
institution where the respondents were employed.
Most internal auditors worked in an integrated
authority within a given ministry.

3.4 Tools Used for Research

In order to collect the necessary information,
analyze the data, and draw conclusions, the semi-
structured interviews and the questionnaires (3
guestionnaires) were used. The analyses of the
collected information would give us the necessary
level of understanding about the issue in discussion.

The qualitative part of data collection was done
in the form of semi-structured interviews with the
purpose of doing a more in-depth study of the
phenomenon described above. The aim was to
achieve the perceived purpose and personal insight
that audit civil servants adhere to approaches of
public administration development - all areas that
were investigated in the survey were present as
topics in the interviews. The focus of the interviews
was placed on the perceptions of these processes as
a whole and on their specific elements in terms of:
1) effectiveness, 2) greater challenges, and 3)
competencies that need to be improved in order to
be more effective in their tasks.

The questionnaires were prepared to collect
(quantitative) important data on different aspects of
the special practices performed by internal auditors,
their professional qualification and development.
The questionnaires were administered only for
internal auditors in public organizations, and they
only asked about the perceptions of professional
development needs for changes in internal audit
practices. It was assumed that all practices are
appropriate for internal auditors, as they represent
the standard job description for them. However,
respondents had the possibility to indicate whether a
certain practice, in their opinion, was not relevant to
their work.

The questionnaires included questions on the
professional development required for internal audit
planning, namely: the preparation of strategic plans
for internal audit, annual work plans and risk-based
engagement programs. Here are also assessed the
professional development needs, in terms of
establishing internal audit policies and procedures,
and preparatory activities such as communicating
the internal audit plan with senior management.
There are also addressed the basic assessments of
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the organization's objectives - their ethical aspects,
alignment with the organization's mission, and the
role of information technology in meeting the
objectives.

The questionnaires also asked internal auditors
about planning and performing individual internal
audit engagement - setting objectives, scope, timing,
and resource allocations to identify and document

the relevant information, in order to support
conclusions.
Other questions cover the professional

development needs in relation to the preparation of
audit reports with conclusions, recommendations,
and action plans recommending control activities for
the management and monitoring of follow-
up/accompanying activities.

Other questions dealt with the professional
development needs for performing different types of
internal audit: compliance audit, performance audit,
IT systems audit, financial audit and auditing of EU
funded programs.

3.5 Implementation Plan

The way we were organized helped us in reducing
the time and costs required to perform the
interviews and collect the questionnaires. Data were
collected during the years 2019-2020, comprising a
period of (last) five years.

The primary data were collected (a part of the
primary data was collected in the framework of the
FINAC Project (Financial Management, Accounting
and Controlling in Public Administration, program
of the European Union ERASMUS +), which was
implemented in Albania in 2017-2019 [6], [7], [8],
[9]), whereas the secondary data used in the study
were mainly collected from published manuals,
methodologies and reports of the Ministry of
Finance of the Republic of Albania [16], [17], [18].

Collected data were processed, in order to
prepare the findings and draw conclusions. There
were not present any difficulties in conducting the
interviews and distributing and collecting the
guestionnaires.

3.6 Ethical Issues

The information collected from the respondents was
very important for analyzing and interpreting the
findings. The names of the respondents due to
ethical obligations, were not disclosed in this paper.

4 Presentation of Study Results
In this section the results of the study are presented.

Volume 18, 2021



WSEAS TRANSACTIONS on BUSINESS and ECONOMICS
DOI: 10.37394/23207.2021.18.99

4.1 Empirical Study Results

The data collection for the empirical study was
conducted through the on-line questionnaires sent to
internal auditors. The three prepared questionnaires
(receiving data on: (1) General information, (2)
Information on the qualification of internal auditors,
(3) Information on the professional development
needs of internal auditors) identified 74 specific
practices performed by internal auditors based on
professional standards and practice. The given
answers were administered in tabular way, where
for each group of questions and answers were
prepared separate tables (16 tables). The analysis of
the data collected showed that:

Internal auditors in particular, express the need
for professional development, in performing
performance auditing (81% of respondents express
high/moderate need), in performing information
system audit (90% of respondents express
high/moderate need), and in conducting audits of
programs and projects funded by the European
Union (90% of respondents express high/moderate
need). In addition to these (being the highest
development priorities), below is given a list of
practices for which more than 70% of auditors
highlighted the high/moderate level of need for
professional development, namely:

e Creating a risk-based plan to set the

priorities of the internal audit activity, in

accordance with the goals of the
organization.

e Assessing whether the organization's
information technology governance
supports the organization's strategies and
objectives.

e Assessing whether significant risks are
identified and assessed by the organization.

e Assessing whether the appropriate risk
responses related to the organization's
risk/appetite for risk are selected.

e Assessing risk exposures related to the
achievement of the organization's strategic
objectives and the reliability and integrity of
financial and operational information.

e Assessing the possibility/potential for fraud
to occur and how the organization manages
fraud risk.

e Assessing the adequacy and effectiveness of
controls in response to risks related to: the
achievement of the organization's strategic
objectives, the reliability and integrity of
financial and operational information, the
effectiveness and efficiency of operations
and programs.
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e Working with management to develop
appropriate  evaluation  criteria  for
governance evaluation, risk management
and controls.

e Reviewing
procedures.

e Reviewing whether the activities of the
local departments responsible for human
resource management are adequately
designed, assigned and performed.

e Reviewing whether there are adequate
procedures for monitoring, improving and
rewarding performance in the organization.

e Using of the observation and investigation
techniques.

of  public  procurement

4.2 Qualitative Analysis Results

The data for the qualitative analysis were obtained
through interviews conducted by the authors with 10
heads of internal audit units of public organizations.
To conduct the interviews, the authors prepared in
advance a list of questions (18 questions) that was
focused on the functioning of internal audit in the

public sector (covering issues like: purpose,
authority,  responsibility,  independence  and
objectivity of internal audit). The conducted

interviews were recorded in order to document the
results of the study. From these interviews were
found:

The management of organizations in Albania
still has an incomplete conception and a low
awareness of the role that contemporary audit
services have. This is related to the quality of audit
activities, where in many cases they are not
evaluated in compliance with the contemporary
standards, and to the lack of knowledge about the
role of these services from many leaders of
organizations.

In many cases it is indicated violation of
functional independence of auditors by managers of
organizations starting from the programming of
audit activities until their implementation.

Also, it is noticed a limited role of auditors in
keeping records — that is, not giving appropriate
recommendations for the improvement of the
systems, in order to avoid negative events become
ordinary phenomena. In many cases it is indicated, a
non-accurate recording of findings, incomplete
training on how to observe, giving of inappropriate
and unenforceable recommendations, which bring
negative impact on the results of work and on the
quality of audit activity.

Communication of the audit results and the
exchange of information between the organizations
remains one of the weakest points of the system,
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especially when it comes to public governance units.
Findings and recommendations are necessary for the
line management in the audited field, because
through their findings and recommendations, it is
added value to the organization’s activity.

On the other hand, for the leaders of
organizations, the concepts of "risk management"
and “establishment of controls precisely in response
to them” still remains unresolved.

A key question that arises in auditing activities
is: Can the external auditors rely on the work of the
internal auditors? The answer to this question
depends on many variables like: whether internal
auditors are independent from management, whether
the unit has enough and capable auditing staff,
whether their activity is done complying to work
standards and therefore can be reliable, whether
their work is based on independent systems (safety
may change). To better answer this question another
guestionnaire can be used.

While the accountability and objectives of the
external and internal auditors may differ, they have
common interests, which means that their work
often overlaps.

If the external auditor decides to use the work
performed by internal audit, he/she has a
responsibility to express an opinion on the audit and
that responsibility is not limited by the use of
internal audit work. All judgments relating to the
audit of the financial statements are those presented
by the external auditors.

Further findings from the analysis of interviews
indicate that compliance audit is the most developed
type of audit in the Albanian public administration.

It is necessary, as suggested by the respondents,
to provide detailed and specific recommendations
and to distinguish between recommendations on
financial transactions and recommendations on the
overall performance of financial systems.

Also, what is needed is to focus the audit on the
causes of the identified problems and provide useful
recommendations for resolving the identified
problems.

Performance auditing and IT auditing is a major
challenge that requires the development of audit
capacity. Information systems audit programs and
audit programs of EU funded projects are still in the
pilot phase in Albania, so new methodologies are
being implemented. In regard with the information
system audit, the digitalization process in public
administration ~ requires  intensive  capacity
development for the audit of all types of information
systems.

Another topic in the interview with the internal
auditors was the use of various tests and audit

E-ISSN: 2224-2899

1053

Hysen Muceku, Kreshnik Bello

techniques. The overall indication is that there is a
need to adopt new audit techniques and develop
existing ones (such as interviewing), as reported by
some of the internal auditors interviewed.

Finally, internal auditors were asked to provide
feedback on reporting and communicating internal
audit results and recommendations to senior
management and follow-up (progress monitoring). It
is noted that progress has been made when it comes
to communicating results and recommendations.
But, there are some areas where further
developments are needed, such as training on how to
analyze the causes of problems and how to draw
conclusions and recommendations on these
problems, that should be specific recommendations.
Moreover, there is a need to improve the reporting
language - it should be simple, clear and accurate.

Based on the findings of the study, it results that
the hypothesis HO: Quality internal audit services do
not play an important role in the performance of the
activities of public organizations in Albania; is
invalidated, that is, alternative hypothesis Ha:
Quality internal audit services play an important role
in the performance of the activities of public
organizations in Albania; is validated, and this
means that the performance of the governance of
public organizations increases by increasing the
quality of internal audit activities.

5 Conclusions and Recommendations
Conclusions and the recommendations for each
conclusion (recommendations in italics) are given
below:

In the exercise of audit activities of public
organizations in Albania, in many cases there is a
violation of the functional independence of the
auditor by managers starting from the programming
of audit activities until their implementation and
reporting.

The limited role of the auditor is ascertained. So,
by not giving the necessary recommendations for
the improvement of the systems is impossible to
avoid that negative events turn into common
phenomena. In many cases, inaccurate records of
findings are found, incomplete treatment of
observations, often leading to inappropriate and
inapplicable recommendations, which have negative
impacts on the results of work and the quality of
audit activity.

Communication of audit results, and exchange of
information between organizations remains one of
the weakest points of the system when it comes to
public governance units in particular.
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Ensuring a high level of quality of the audit
activity still remains a very acute problem that is
continuously posed for solution, both in the audit
activity of public entities, as well as in the
framework of the entire audit system in Albania.

Establishment and functioning of a program for
guality assurance of audit activities, which consists
in the development of the existing regulatory
framework, theoretical and practical, as well as in
the building of professional audit capacities will
promote the increase of the level of work in audits.

Risk assessment remains a little developed
process in the methodologies applied in practice by
auditors. Concrete cases of risk assessment are
sporadic and have not yet become common practice
of audit work. On the other hand, for the leaders of
organizations, the concept of "risk management"
and the “establishment of controls precisely in
response to them” remains an unresolved issue.

Developing risk-based audit strategies for
evaluating the activity of organizations and training
auditors with practical methods for risk assessment
and treatment would greatly increase the efficiency
of this activity. Based on the definition of the areas
with the highest risk, the audit structures also set
their priorities.

Another important element is the authority of the
audit body, who should have full and unrestricted
access to all activities within an organization.

Auditors should have the authority to obtain
information and explanations that they deem
necessary to meet their objectives and
responsibilities. Auditors should also have the
authority to ask management for a response within a
timely manner to any findings or recommendations
included in their work.

Accurate and complete definition of the object of
audit engagement has an important impact on the
efficiency of the audit activity.

The engagement program: should include,
existing policies; procedures and activities; monitor
the achievement of the organization's objectives;
identify, assess and manage the risk of the
organization in meeting its objectives. Also during
the engagement, the auditors should advise and
evaluate policies within the responsibilities of the
head of the organization, as well as evaluate
economical, efficient and effective use of resources.

The modern audit service is an important tool in
the hands of managers of organizations in meeting
their objectives. For questions like: why should you
rely on audit services?, and where should you rely?,
the answer is:

Contemporary audit activity is increasingly
oriented towards performance audits. In Albania this
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type of audit is performed in very few audit
activities. Organizations today face significant
challenges such as: (1) how to ensure low-cost
resources and the right quality and standards; (2)
using available resources with appropriate
efficiency; and (3) meeting the set objectives
(achieving the intended results).

An auditor who has a good knowledge of the
governance of the organization plays an important
role in ensuring the consistency and success of the
organization.

Auditors also play an advisory role that helps the
organization to design and establish the necessary
infrastructure of the organization especially the
internal control system.

While the role of providing reasonable assurance
helps to ensure that internal control structures are
well understood by managers, it is important to
assure that these control structures function well. It
is difficult to talk about risk management if we are
not talking about internal control, and both of these
essential aspects ensure the success of the
organization.

Audit Committees (AC) have an important role
in the audit activity. The role of ACs is already
recognized in the activity of organizations and they
are becoming mandatory for large organizations, but
for smaller organizations their functioning is
recommended.

In the audit process importance is given to the
provision of management recommendations, which
aim to improve the internal control systems and
activities of the organization in order to achieve the
objectives. Organizations should improve:

The decision-making processes of policy-making
and implementation of procedures, definition of
strategies and objectives in audited organizations.

The internal and external legal and procedural
framework that directs the activity of organizations
(establishing procedures, clear rules for the
prevention of negative phenomena, verifications,
authorizations, division of tasks according to
functions, roles and responsibilities).

The financial management systems in order to
ensure economical, efficient and effective use of
funds (increase the quality of budget planning and
implementation, establish careful rules to prevent
fraud and theft, safeguarding assets, etc.).

The professional development of employees in
the organization and especially of the staff working
in financial management structures, as well as the
establishment and professional development of audit
capacities.

The strategic objective of the audit is to provide
recommendations for improving the system and
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adding value to the organization. The achievement
of this objective is largely determined by the quality
and applicability of the recommendations, which
shows the responsibility of audit in finding the most
effective ways to raise the awareness of the
management of organizations on the value and
benefits of implementing the recommendations.

For this reason, the evaluation of the audit
activity is not limited to the given recommendations,
but it also considers the indicators of importance
and the degree of implementation of the
recommendations.
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