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Abstract:

in the article, the principles of improving audit activity in business entities - the experience of
foreign countries.
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INTRODUCTION

All over the world, auditing activities are carried out in the form of external audits performed
by auditing firms or independent auditors, as well as in the form of internal audits, the activities
of which are performed by a specialized department of the organization. being checked. The
final common goals of both types of audit are basically the same - control. At the same time,
there are significant differences in the content and nature of their activities. A lot has already
been said about the specifics of external audit. But what are the characteristics of internal audit?
The nature, content, purpose and organization of internal audit are different compared to
external audit. To begin with, we note that the internal audit service (or, as it is called in some
countries, the internal audit service, the internal control service) is an independent unit
established within the organization, which carries out systematic, daily work on inspection and
verification . performance evaluation.

According to the generally accepted definition, the general purpose of internal audit is to help
the organization to effectively fulfill its tasks and objectives. Internal audit is a management
tool designed to ensure (guarantee) the achievement of management goals. For this, the internal
audit provides the management of the organization with the results of the analysis, evaluation
of the activity of a specific department, recommendations and information. Internal audit
service cooperates with external auditors.

The results of the internal audit are used by the management of the organization for the
management and continuous operation of the business, taking into account the available
resources and within the framework of the applicable laws. Thus, internal audit helps to achieve
the goals of the organization.

The tasks performed during the internal audit are diverse and depend on its goals, the type of
organization being audited, and the nature of its activities. It can be seen that the audit of state
organizations, commercial banks, insurance companies and pension funds has its own
characteristics. In addition, many problems can be solved in different ways, with different
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depth and detail, focusing on different criteria. In this regard, the problem of regulation of audit
activities inevitably arises. The problem, as you know, is solved by developing relevant rules
or standards, as well as specific audit methods. Here, the term "standard™ (from English -
standard) should be understood in a special sense, which is different from the one accepted in
our country. Abroad, instead of "auditing standards", another name is used - "Code of ethics
for auditors", which can be translated as “standards of conduct”, "code of ethics" or, finally,
"rules for auditors".

In countries with a developed state apparatus, great attention is paid to audit problems,
including internal audit. It is enough to mention the existence of the International Organization
of Supreme Audit Institutions (INTOSAI), which includes more than ten countries, such as the
USA, England, and Japan. The Institute of Internal Auditors (I1A) is also international. Special
departments of state organizations are also working in this direction. For example, in the United
States - the General Accounting Office. Each of these and other similar foreign organizations
has a department responsible for developing relevant auditing standards.

Internal audit is an independent and objective assurance and consulting activity aimed at
improving the business activities of the organization. Internal audit helps an organization
achieve its goals by using a systematic and consistent approach to evaluating and improving
the effectiveness of risk management, control, and corporate governance systems.

In countries with different cultural and legal traditions, in organizations that differ in terms of
goals, size and structure, internal audit can be carried out both by the organization's own
employees and by external contractors. These differences may have specific implications for
internal audit practices in a given environment. However, adherence to professional standards
of internal auditing is an essential prerequisite for internal auditors to fulfill their objectives.

It seems that foreign auditing companies hired to audit Russian enterprises follow the standards
accepted in the West in their activities. In this regard, it is recommended to familiarize yourself
with foreign standards. For this purpose, we describe internal audit standards based on a
number of international and other sources.

Usually these standards are combined into 3 and sometimes 4 groups. Let's take a look at these
standards grouped into three groups.

It is planned to test the knowledge and experience of audit service employees and to regularly
improve their skills in order to maintain the level of competence that allows them to perform
the assigned tasks. In addition, it is necessary to discuss the results in order to maintain the
effectiveness of the internal audit.

1.4. Control objectives Internal control objects should be defined for each type of organization's
activities. They must be logical, practical and reasonably complete.

This standard requires that audit objectives relate to the activities of a particular company. All
operations must be grouped into blocks (cycles). Blocks cover all types of organizational
activities and should correspond to the company's structure and the functions of its divisions.
Blocks are classified in different ways. For example, you can select the following blocks:

» Company management. This block includes the development of the company's policy, as well
as planning, organization, data collection and processing of its activities; these include internal
audit functions.
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« The financial unit covers the traditional areas of control related to cash flows (revenues and
expenses), related assets and financial information.

« Operational (software) blocks - types of activities that ensure the company's main goal.

» Administration (internal operations department). This block includes secondary activities of
the company that support the main functions of the organization: library services, postal
services, publications, etc.

In order to comply with the standard in question, it is necessary to determine the control
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AW "‘@ objectives in each block, which are mainly determined by the plans of the organization. These
goals include:
- - help in the implementation of clear, economical and effective operations consistent with the
O main mission of the organization;
E - ensuring the security of resources (prevention of theft, embezzlement, fraud and other
D offenses);
(7)) - compliance with laws, regulations and management instructions;
(D) - obtaining reliable information about the status of the organization's activities and reflecting
is information in periodic reports.
ad this informat d t
()] Control methods refer to various procedures that allow you to achieve the set goals. The
O standard requires that these methods provide a high level of verification reliability. These
% include the audit organization's plans (including segregation of responsibilities) and control
o — safeguards.
8 The standard requires the following to be recorded in writing: a) the objectives of the company's
— internal control, its methods and accounting systems used,; all important aspects o
ternal trol, it thod d t t d; b) all tant ts of
ransactions and other important events of the company.

CD transact d oth tant events of th
_8 Documentation of internal control systems should include a description of the company's

divisions and related facilities, management instructions, administrative policies, and internal

accounting standards. Documentation of transactions and significant events must be accurate

and complete, assist in tracking transactions and events, and reflect sources of information.

Compliance with this standard requires that documentation of internal control methods,

operations, and events be complete and useful to company management and auditors in

monitoring operations.

a) includes the entire process, life cycle and transaction initiation and resolution of an operation

or event;

b) to all aspects of the operation being carried out;

c) to its classification in general registers.

This standard applies to the decisions of the management of the company on the exchange,

transfer and use of resources for certain purposes and conditions. Basically, this means ensuring

that only genuine trades are made. Transaction authorization should be clearly communicated

to managers and other employees and include specific terms and deadlines.

To reduce the risk of errors or losses, or to reduce the risk of detection, one person should not

be allowed to control all key aspects of transactions. In addition, key functions and
| responsibilities should be assigned to a group of employees to ensure effective supervision.

The main functions include authorization, confirmation of transactions and their registration.
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This standard requires:

- a clear connection between the duties and tasks of employees, the responsibility of each
employee;

- systematic inspection of each employee's work at the level of necessity;

- authorizing work at critical points to ensure that work continues as required.

2.6. Access to and responsibility for resources. Access to resources and their records should be
restricted to authorized personnel only. Responsibility for the use of resources must be
established. Availability of resources should be periodically checked (comparing actual
resources with their listing). The frequency of inspections depends on the "vulnerability” of the
assets.

The basis of the concept of limiting the use of resources is to help reduce the risk of
unauthorized use. Limiting access to resources depends on an understanding of resource
vulnerability and risk of loss, both of which must be periodically assessed.

3. Standard of audit decisions. This standard applies to the post-verification phase. This
requires management to:

- timely assessment of audit results;

- based on the recommendations of the auditors, identified and took appropriate measures
aimed at eliminating and improving deficiencies.

Auditors are responsible for the consequences associated with audit findings and
recommendations. Management should periodically report on each decision made on the audit
report.

As mentioned above, internal audit standards describe the general requirements and conditions
for conducting an audit and are very vague. For example, how can efficiency, reasonable
assurance, accuracy, etc. be clearly defined? The standards should be accepted as some general
guidelines for the organization of the audit, the selection of audit objects, objectives and
methods. Considering the standards as a starting point, auditing organizations develop their
own more or less detailed rules and methods for conducting public or commercial audits.

The Institute of Internal Auditors was founded in the United States in 1941. The Institute is a
professional association that aims to develop and popularize the profession and develop
standards of professional activity.

Thus, the new professional standards (standards) of internal auditing developed by the Institute
of Internal Auditors (I11A) came into force on January 1, 2002.

The purpose of the standards:

1. Determine the main principles of internal audit practice.

2. Define the conceptual framework underlying a wide range of internal audit services.

3. Creating a basis for evaluating the internal audit activity;

4. To contribute to the improvement of systems and processes within the organization.

The standards consist of performance standards (1000 series), performance standards (2000
series) and practice standards (nnnn.Xn).

Performance standards address the characteristics of organizations and individuals engaged in
internal auditing. Performance standards describe the nature of internal audit and provide
quality criteria for evaluating internal audit activities. Performance standards and performance
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standards apply to internal audit services in general. Practice standards describe the use of
Performance Standards and Performance Standards in specific types of audit engagements (eg,
compliance audits, fraud investigations, control self-assessments).

Quality standards and performance standards are available in one version. Standards of practice
may exist in several different versions, each with a separate version for each type of audit
activity. Practice standards were originally developed for audit confirmation (designated with
the letter "A" after the standard number, for example, 1130.A1) and consulting (designated
with the letter "C" after the standard number, for example, nnnn.C1). events.

Standards are part of the conceptual framework for professional practice. This document was
developed by a Working Group and approved by the Board of Directors of the Institute of
Internal Auditors (I1A) in June 1999. This document includes "Definition of Internal Audit”,
"Code of Ethics", standards and other recommendations. The standards are based on the
guidelines formerly known as the Red Book, which have been updated and presented in a
modified format according to the recommendations of the Special Working Group.

The standards use special terms, the interpretation of which is given in the glossary.

On June 17, 2000, the Board of Directors of the Institute of Internal Auditors (11A, USA)
adopted the Code of Ethics to maintain the ethical standards of the internal auditing profession,
the content of which is approximately the same as the code of ethics adopted in Russia. external
auditors, but with their own characteristics.

Internal audit is an independent and objective consulting activity aimed at achieving and
improving specific results in the organization's work. Internal audit helps the organization
achieve its goals by introducing a systematic approach to evaluating and improving the
effectiveness of management, control and risk management processes.

A code of ethics is important and necessary for the internal audit profession, which is based on
trust in the impartiality of the assessment of management, control and risk management
processes. The Institute's code of ethics is not limited to the definition of internal audit, but also
refers to the professional principles of internal audit; A code of conduct that sets out accepted
standards of conduct for internal auditors. These rules facilitate the interpretation and
application of professional principles in practice and are intended to provide ethical guidance
to the internal auditor. This Code of Ethics applies to individuals and businesses that provide
internal audit services.

According to the Code, internal auditors must follow the following principles:

1. Honesty. The integrity of the internal auditor is the foundation of trust in the auditor's
opinion. In this case, internal auditors:

Must demonstrate honesty, integrity and responsibility in his work.

Must act within the law and disclose information when required by law or professional
standards.

Internal auditing shall not knowingly engage in activities or practices that bring the profession
or their organization into disrepute.

They should respect the goals of their organization and contribute to their achievement.

2. Objectivity. Internal auditors demonstrate the highest level of professional objectivity in
gathering, evaluating, and communicating information about the area or process being audited.
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Internal auditors make a balanced assessment of all relevant circumstances and their judgments
are not influenced by their own interests or those of others. In this case, internal auditors:
They shall not engage in any activity that may or may be perceived to impair the impartiality
of their assessment. This rule also applies to activities that may conflict with the interests of
the organization.

They should not accept a gift that could impair their professional judgment or be accepted.
They must disclose all material facts known to them that, if not disclosed, could taint the
audited performance reports.

3. Confidentiality. Internal auditors respect the ownership of information obtained in the course
of their work and do not disclose information without proper authorization, unless required by
law or professional standards. In this case, internal auditors:

They should carefully use the information received in the course of performing their duties.
Confidential information must not be used for personal gain or in any other way that is against
the law or could harm the organization.

4. Competence. Internal auditors use the necessary knowledge, skills and experience to provide
internal audit services. In this case, internal auditors:

Only those who have sufficient professional knowledge, skills and experience should accept
obligations.

Must provide internal audit services in accordance with professional practice standards for
internal auditing.

He must constantly improve his professional skills, as well as the quality and efficiency of the
services provided.
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