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Abstract 

The authors of this paper have tried to use the importance of the use of internal control in business, especially 
since there are a number of public and other companies that operate without the existence of internal control 
mechanics. It is particularly important to establish in the public sector because the same business with taxpayers' 
money. Thus the modeling can be a useful tool to get to the assurances regarding the importance of establishing 
internal controls and internal control mechanisms in the ordinary course of business.  

In addition, the establishment of internal controls, improve the safety of operations, and to achieve this it is 
necessary to devise a means of whom will be enhanced reporting management. Surely reports to management are an 
essential prerequisite for making valid and timely decisions to increase business performance. 

The authors have provided a model imbued with meaning by which will be enhanced reporting management, 
the authors point out that there is no universal model, and this is just one possible approach to this problem. 
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1. Introduction  

 
Modern corporate governance requires a complete team leader [1], or managers, who will take into account 

its internal strengths within companies, especially medium-sized and large corporations [2]. So in this context we can 
say that corporate finance [3] resulting in the aforementioned companies must take into account the whole range of 
internal business characteristics [4], [5], as part of the management [6]. This requires a certain amount of 
standardization [7], especially in companies that continue to agro business in its overall operations and management 
[8]. 

In order to improve the management of the said Management of company has a duty to make such a manner 
or any other financial reporting that will take into account the internal control elements [9], but also to contribute to the 
harmonization and standardization of key management functions within the company [10], [11]. 
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So speaking Management Company can contribute in specific ways, creating a certain value that is 
measurable even after the company, which ultimately increases the sense-financial stability and other enterprises, 
especially medium-sized and large corporations in transition countries aspiring to join the EU [13]. Thus it can be said 
to change the overall picture of the socio-economic activities [14], a primary goal is to increase the security of business 
operations and increase overall efficiency. 

With this work the authors draw attention to the improvement of the overall business enterprises [15] by 
improving management within the company, or that results in the improvement of management decisions made. All 
these activities are the result of design management operation, and are particularly important in the public sector in 
transition countries, because the same have to sources of funds that partly originate from the user, i.e. the taxpayers, i.e. 
of the population of certain local government or the state as a whole. 
 
2. Modeling in companies that do not apply internal control mechanisms to reporting 
management 
 

To increase the security of management reporting, it is necessary to increase the number of reporting 
management. The growing number of reporting increases and the total cost of the enterprise. 
A larger number of reporting also means increasing the security of the reporting.  

Therefore, the cost of more frequent reporting arising from the greater involvement of workers in internal 
control, greater expenditure of resources, data processing, search reports different part within the companies and 
another. 

According to this model, which is shown in Table 1 the authors have done with an obligation of reporting: 
 
Ø every three months (A) 
Ø every 6 months (B) and 
Ø Annually (C). 

 
According to the authors set out the results in the table do so as allocated and the nominal amount of risk, 

which makes the value expression for A = 1, B = 2, C = 3. 
Table No. 1. Reports to management in relation to the importance of individual products produced and the 

frequency of reporting 

Source: Production authors. 
 

Model, shown essentially draws attention to the appreciation of frequent reporting of management. It is 
necessary, in order to reduce erratic behavior of economic activity. Analyzed company that does not has an internal 
control or prescribed mandatory reporting procedure management, belongs to companies that have a high risk in the 
overall behavior of the business. 

Number 

of 

products 

that the 

company 

produces 

The ratio value of the 

produced products and 

the importance of 

production in the 

formation of total 

income (theoretical 

model assumed in this 

modeling) 

Reporting to the management 

and allocation of numbering 

value risk 

Multiplication numbering value risk 

to the category of products of 

importance for the company  

A B C A B C 

1 6 1 2 3 6 12 18 

2 10 1 2 3 10 20 30 

3 8 1 2 3 8 16 24 

4 6 1 2 3 6 12 18 

5 10 1 2 3 10 20 30 

6 8 1 2 3 8 16 24 
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Therein is a strong possibility of improving the situation in terms of increasing the security of operations, 
detecting vulnerabilities in prescribing procedures, the introduction of mandatory rules of conduct for all employees 
within the company and another. 

Risks are often identified through interviews with managers and employees, questionnaires and discussions 
themselves internal controllers. The scope of the research to be carried out depends on the cost and difficulty of 
collecting data evaluation system functioning enterprises. 

 
3. Identification and display of important risks to the company 

 
  For companies that do not apply internal controls, the authors identify the most common 12 distinct 

categories of risk, and also points out that the internal control should make short comments provided by management, 
immediately after identifying them.  

Only bit of risk with possible comments, if any authors are given in Table 2. 
Table No. 2. Only identified the main risks with short comments 

Ordinal 
number 

Identified  
risk 

A brief comment  
of  

internal control 
1  

Risks related to reputation 
By reducing the quantity of the product that are essential 
known solvent buyers, get a permanent position in the 
market 

2  
Operational risk 

Affect the relationship between public enterprises and the 
founder of a public company, may lead to loss of contracts 
concluded between participants 

3 Strategic risk The long-term impact on business operations and the 
founder of the same 

4  
Risks linked to rules 

A public company must follow the regulations in the first 
place areas that founded, internal control draws the attention 
of management that must appoint stakeholders within the 
public company 

5 Social risk Prescribe the obligation to contract unions and management, 
as well as the respect of signed agreements 

6 Risk related to contracts Prescribe mandatory for failure to meet contractual 
obligations to all workers in the public companies 

7  
Financial risk 

Emphasize the importance of the financial implementation 
of all parts of the enterprise and responsibility for non-
fulfillment of the given base 

8 Risk related  
to management 

Prescribe the obligation of fulfilling daily tasks for each 
employee, with the obligation of public announcement 

9  
Regulatory risk 

Refers to the lawsuits, complaints, external inspection and 
other state bodies that prescribe sanctions to perform the 
obligation of companies 

10  
Technological risks 

Refers to the capacity related to the management of 
technological changes in accordance with the contractual 
obligations 

11  
Professional risk 

Refers to certain professions, to pay attention to specific 
jobs, that is, one that requires special attention to the 
existence of special equipment 

12 Risks related to natural disasters, 
floods, fires,  
earthquakes, etc. 

Emphasize the importance of insurance, which will reduce 
the overall risk of the company 

Source: Production authors. 
 

                 After this overview, it can be concluded that the risk assessment and contains a certain amount of 
subjectivity internal controls, but regardless of character there, and it is essential to its operation impact on 
reducing overall risk, especially good risk assessment, it is best if it is comprehensive or and if it is cost-
effective, namely if a compromise with the costs. 
 
4. The importance of the authority's internal auditor as part of the reduction in the 
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overall risk management at the enterprise 
 

                   As part of the overall risk reduction authors emphasize the importance of printing powers the internal 
auditor as part of the job of reducing the overall risk management at the company as the first management job. For 
this reason, the table gave some of the most significant reason for the decrease in the overall risk that any company 
should respect and implement in order to reduce the overall risk to the business enterprise. 

The authors point out that in this study gave a view of some important parts of the powers that 
management can provide internal auditors, with a possible view to the possible spectra of risk for the company. 
This is only part of the activities under the direction of the company that should be taken into account, with an 
emphasis that is subject to change.  

This company reduces overall risks associated with governance. It also increases security management 
and contributes to increasing the safe management of top management. 

These are not the only activities but can be seen as the first activity of management and certainly we can 
say that the activities to increase business performance management of any company. Authors ISIC giving it 
powers the internal auditor to undertake activities within its scope of work safe way to eliminate the risk, does not 
generate high costs and raises safety management in all parts of the enterprise. 

Table No. 3. View competence of internal auditors and risk interval 

Source: Production authors. 
 
5. Conclusions 
 

Management can use in their work different internal control, or he can use various techniques to the 
analysis were systematic. Internal controls must meet the priorities and work within the limits of the normalized 
frequency, to areas that carry a high risk is primarily done. Only after that, we will discuss other areas, often at a 
lower dose of risk. All activities of internal control must be accompanied and fully documented.  

The documentation obtained by the internal control have to be submitted to management and forms an 
integral part of the overall management reporting. In addition it should be noted that internal control must take 
into account the existence of interconnections different parts within the company and according to such an 
organization must will made a proposal that will work as will adopted by the management. If one part of the 

Serial 
number 

Elements of the powers  
of the internal auditor 
and the internal audit 

Estimated interval of risk in 
individual parts of the binding 
powers of  
the internal audit 

1 Name of company 1-5 

2 Date of authorization internal auditor 1-5 

3 Number under which can be checked when it is entered in 
the company 1-5 

4 Compliance in accordance with the law 1-5 

5 Compliance with the rules of internal auditing companies 1-5 

6 Authorization internal auditor on behalf of Auditors 1-5 

7 The time interval in which the planned execution of internal 
audit 1-5 

8 Deadline for completion of the internal audit 1-5 

9 Start of internal audit 1-5 

10 The completion of the internal auditor 1-5 

11 Parts companies which submitted reports Internal Auditor 1-5 
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company can not control the other part, is internal control will be planned in a more efficient manner? 
This paper suggests that there are companies in which there are not even established internal controls. 

As a consequence, also to the business, as business becomes highly uncertain and it could be said roving’s. Such 
business is unacceptable, especially in the organization of the public sector in transition countries such as the 
Republic of Serbia, which clearly indicate the authors of this paper. 

Control plans should be based on internal control of the whole enterprise. The goal is to be planned such 
a program of internal controls that will allow obtaining evidence reviews the adequacy of management controls. 
In addition, it is necessary to also risk assessment, which will be provided arguments ways to use the resources 
of internal control in the long term. The aim should be a concentration on those activities which carry a higher 
risk of a public company. 
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