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Abstract

Approaching the Republic of Serbia the EU, an increasing number of operations ajévteara Company
must comply with the laws and regulations of the EU. One ahtigtimportant task is to manage companies and do
the job of auditing of financial reporting companies. There are two establishesl djpadits. Internal audit work,
done throughout the year and external, done by the end of the financial year. Botanhalkikgation to express
opinions, which must have a background in the competence and independence

The scope othe audit generally speaking depends on thkegislation of national economieghenthe law
governingaccounting,and at the endof the lawthat frames thaudit functionsThe auditor's opinioris necessaryn
order to ensurdhe credibility of financial statementLonsideringthe focus, auditcan be seems activityof audits
essentiallyactivities related tdhe financial statementbat are subject tgervices performed bgertified auditors An
opinion onthe financial statementsf companiesre included in theudit repots. Theyare preparedand certified by
independent auditorsThe revisionin the economid¢erminologymeanstestingof accounting statements business
enterprisesinternal auditwork is donethroughoutthe yearbut externato the end ofhe financialyear. Bothhave an
obligation to express opinionswhich must have aackgroundin competenceAuditing activitiesare performed
independentlyobjectivelyand with a great dealof independencé the work by internal and externahuthorized
auditors sothat they camprovide the necessamformation to the usersf audit reports

Internal auditingcan be seenn the two mainranges The firstis within the companyn which some
processes aréunctioningthe sameAnotherscopeis wide level including observationof the widersociety and the
state andincludesobservationof the entirepublic sectorof a country. Thignode of operationf the internal audit
internal auditincludesthe individual reporting company means theconsideration ointernal audt and it has to be
loweredto the level oindividual companiesin companiesexternal auditorswho are by definitionindependentn
their work for their workprimarily correspondo shareholdersin contrast tothe external auditorgnternal auditors
work asprimary managersof enterprisesThisis the essential differende the observation okexternal and internal
audit Observation ofinternal auditas atool, and internal auditors can be seen aan extensiorand a logical
continuation of the del@mentof the internalcontrol, which has existed falecalesin companiesTherefore it is
quality workof internal contro] all the morerelevant to theexternalauditors as they can ben it more fullyandto a
greater extentely ontheexercise ofhe functiorof external audiind control.
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Internal auditwork in the enterprisecan be seerthrough the answerto the three most commdarget
internal audit in enterprisesObjectivesand internal audits provide answers tahree keyguestionghat the internal
participantauditorsshould submito management

« explain the role ointernal auditin a singlecompany

* explain how to improve and maintain the quality of the work of internal auditors and

* to compare theole of internal and externabuditors, primarily through defining how eachgathering

evidencevithin their assignedis scope of work

The authors wanted to draw the attention of the professional public on the imgodfatie organization of
internal audit in enterprises, as the samepexformed continuously throughout the year and is the basis for all
subsequent of audit and control.

The authors point out that the auditing activities have to be done and carried outriddapg, objectively
and with a great deal of independence in ek, by internal and external authorized auditors, so that they can
provide the necessary information to all users of audit reports.
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1. Introduc tion

Defining the audit activitydepends on the types of audit being carried out for the account of the austome
business audit. Audit jobs depend on the audit objectives. In line with tlagtasng and the extent to which the audit
will be conducted. The following authors have provided some basiatitefs of the audit, which usually cannot meet
in the economic life of the countries that access or have acaetteziEuropean Union.

Some of the definitions of the audite he audis examination of the financial statements, on bissraata,
business records and other documents in order to obtain a reliable opinion on the @emabofimancial situation of
the client[1]. The audit is the process of providing assurances about the reliability wfformation contained in the
finandal statements prepared in accordance with generally accepted accountinggsriaciother rulef2]. An audit
can be viewed as skills, professions and thofiBnAn audit is a process of review and assessment of the financial
statements and consoliddtfinancial statements subject to audit.

The objective of the audit of the financial statements is made in accord@hdaternational accounting
policies, and should be such as to permit the auditor's opinion on these finsaigialeats[4]. Some autors
emphasize the necessity of interaction management and executive positt@sampany5]. Auditing activitiesare
importent for a number of differentaluationwe see anih several authorfs], [7], [8], as in the casef investment in
the compan by investors[9], [10]. Using the definitions, it can be seen, which intended revisioAdsordingly
revision is intended totax authorities business ownersinvestors, State GovernmentsiEmployees andother
stakeholders.

2. Division adut work

Themost commormbservation odudit workmaybethe propertyauditandthe audited entityl showfurther
separate divisions of labor within the audit so performed obsamgathe authors agvenbelowandshowshim
figure 1.

Figurel: Distribution of audit work
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Source Original figure, 2015.
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It is important topoint outthat the basifor review byall relevantaccounting and auditing standattie
financial statementsTheserevisionsobserved imccordanceavith whetherthe financialrepot submitted to theudit
made inaccordance with therescribed criteriaand rules of observation Frequently theséramesprescribinghow
should be prepardihancial statementsamedandunified internationallyapplicable standards

Observingthe subject to some authorare essentially limitedy theliability of the persongn the audit process
The audit reportshould be statedith the preparatiorof auditreportsresponsiblananagement of the company, and
the auditoris not the ondo blamefor the prevention or detection dfaud in companiesvhere it conductbusiness
audits Thusthe external auditty last line of defenseof fraud.If there is afraud management is responsitdad
obligated tdrauddetectedy an effective systerf internalcontrolof the company

Auditing Standardsare a handy referender the implementation ofhe review procedureandto express
opinions andindicate thebasic rules ofditandthus providehe expertisandindependence of the auditaadthe
auditprofessionNational lawson auditingin countries such as tléroatian Serbianandothers thatire joiningthe EU
are madeadjustmentsso asto accept thanternationalauditing standardef EU member stateS his is especially
prevalentsince 2009firstin Croatiaand then irSerbia

The role ofauditorsis reflected in itsndependenceobjectivity and impartiality, which is presenin all the
reportssubmitted byclients. Auditor independencis crucialfor a fairandobjectivelyreporting theclient, whois based
on the collecte@uditevidenceandafter professionatreatmentjs delivered tahe clientin the formof a writtenreport
The audit plaris an importantindeffective instrumenof control performanceaudit directingoperations and cordl
personnelengagedn auditing Planrevisionshould be madi a timelypredictionof usingthe work of otheauditors
andexpertq11].

3. Internal audit in the context of convergence of Serbian EU

Internal auditing can be seen in the two main ranges. The first is withicompany in which some processes
are functioning the same. Another scope is wide level, including observatibe afider society and the state, and
includes observation of the entire public sector of a country. This ofagf@ration of the internal audit, internal audit
includes the individual reporting company, means the consideration of intadiehas been lowered to the level of
individual companies. In companies, external auditors, who are by definition mtieiéntheir work, for their work
primarily correspond to shareholders. In contrast to the external auditersal auditors for their work to primarily
managers of enterprises. This is the essential differerthe wbservation of external and internal audit

Observation of internal audit as a tool, and internal auditors, can be semm extension and a logical
continuation of the development of the internal control, which has existed fadeten companies. Therefore, it is
quality work of internal contil, all the more relevant to the external auditors, as they can be on it mgrandlin
greater extent rely in carrying out the functions of externak andi control.

Internal audit work in the enterprise can be seen through the answers to thedsr@@mmon target internal
audits in enterprises. Objectives internal audits provide answers to threeidsiomns that the internal participant
auditors should submit to management:

» Explain the role of internal audit in a single company,

» Explain how toamprove and maintain the quality of thwrk of internal auditors, and.

» To compare the role of internal and external auditors, priyndmibugh defining how each gathering evidence
within their assigned his scope of work.

4. Internal audit of public sector

The quality of internal audit in state institutions degiee on the application of the rules, but also from the full
engagement of the auditor as well as professional work. Prafalisio depends largely on the attitude and objectivity
of the courts ohuditors, quality considerations in the application afiting standards, as well as from the impact and
practicality of audit recommendations.

Internal Audit has no role inspection. Internal Audit is a need for cooperatemmbyees and management in
order to obtain a sufficient amount of truthful information needed to perform tres diitthe audit. The best way to
maintain an atmosphere of mutual trust anebperation is that the internal audit adopts a particigaapproach to
their work and th@bjectives to be transparent at all times mainpagfessional relationships

» the pofessional judgment of the auditor remains a fundamental trait
» audit should be adapted to the circumstances in the audited entity laaskd on an Estimate of audkkr
» providing opinions on internal controls is not trdy objective of the audit in the public sector;
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» to examine the structure of corporate governance in the audited entitgsingetformance management
(performance) in the medium term should beecequal;
» audit findings should be presented in a timely report to ensurly timdertaking of appropriate activities.

The procedures and methodologies have to be with the International StanddahdsFrofessional Practice of
Internal Auditing, as eablished by the International Institute of Internal Auditors. Thesmedards have been adapted
in order to be relevant to the public sector in Serbia.

Methodologies and procedures should be in accordance with best practiedlestdthe changes in thedal
and audit environment, CHU in the Ministry of Finance is responsibleefoewing and, if necessary, change the
content of the methodology and procedures. These checks will be carrizacews year and more often if necessary.
However, it is necessy to be any amendment to consider and comply with the Central Harmonizatioof the
Ministry of Finance. Therefore, internal audit is an actitigt provides independent, objective assurance and advisory
activity has, designed to improve the busméeesides continuously assesses and evaluates risk management.

Each auditor is obliged to ensure that any changes in the methodology and pradticstand. The external
auditor shall examine the reliability of financial statemse which are dependent on the financial system and the
application of accounting regulations of the compagxternal Auditor contributes to the efficientoglation of limited
economic resources. The regulatory framework for insurance servicepeasgiints an application ofasdards for
financial reporting, auditing and quality control, codes of ethics; regtitat conduct of accountants compariey.

The authors point out in the context of the observations of the audit activitys thatéssary to educate staff, and
training should be viewed in the context of professionalization of work, or irpribeess of economic, technical,
organizational and other modes of observaficj.

CHU in the Ministry of Finance of Republic Serbia will be ready to considersuggestions fodirect
beneficiaries in terms of improving the procedures and methodologies. There isral gapectation that all
responsible for the management of public affairs and management of pullécéere fully responsible for the conduct
of these operationgr accordance with the law and relevant standards, and that public fundeparankl used
economically, efficiently and effectively.

In addition to the aforementioned, the Ministry of Finance and Economy during 20t/®aaf all users of the
public secto as follows: that is before the appearance of organizingriggitraining courses, workshops, seminars and
the like for a fee, for employees in public funds, in the field of financial ganant and control and internal audit in
the public sector, and all the special basic training, tigedctraining and consultancy introduction of financial
management and control in the public sector of the Republic of Serbia, impldnseoter for internal control and
internal audit, as its legal obligation, freesé] the Ministry organizes exam for acquiring the titleesfified internal
auditor in the public sector, free to all candidates who are referredinmgy for internal auditors, and for those who
are eventually claimed the title for internal auditors ieasate legal person, the resulting certificate will bl \eand
recognized.

One of the policy objectives of the Government of the Republic of Serbia tighéhpublic service responds
faster and with better quality services that are intedramed at users and focused on the result, which requires that
the entire system be directed to the measurement of performance (performiagieepessible cooperation between
organizations in the public and private sectors. This wdllt in the efficienand effective implementation of public
programs and projects, as well as security and safeguarding of public @mdsnment of the Republic of Serbia
adopted a strategy for the development of internal financial control in the pabtir, with the aim of establishing a
comprehensive and effective system of internal financial control in the publar,sas well as with the aim of good
governance and protection of public funds, regardless of their source eanhply with the requirements of Chapter
32 - financial control, to conduct negotiations on joining the EU. In addition, the Eamdpemmission will assess the
overall system of internal financial control in the publecter, but will provide assistance in understanding and
implementing a welbeveloped and effective internal control system.

The primary responsibility, which includes ensuring that the public sfédiwvater in accordance with the law
and relevant standards and that public funds are managed with absoluteyjraadrthat shepent dedicated, remains
the ministers and other elected representatives, as well as the managersoaisdotfésials in every organization. In
order to fulfill this responsibility, it is essential thaiblic authorities and all persons responsibletliermanagement
of public affairs establish and maintain an appropriate structure foottaict of its affairs and storage resources that
are available to them.

The audit in the public sector "adds value" not only through aimgjyand reporting on what happened, but also
"looking ahead", identifying areas where possible improvements and enogugagid practice. In this way the audit
contributes to the promotion of improved standards of governance, better managmd decisiemaking and
effective useof taxpayers' funds.

The audit in the public sector represents an important link in the chain ohséspty since it strengthens the
responsibility, both in terms of elected or appointed persons, and in tetmeseficiaries, taxpayers and citizensai
broad sense, which is achieved through:
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auditor’s independence from the audited entity;

wide scope of audit work in the public sector, which includgslegity, "decency" and "value for money"

the ability of auditors to the results of audits andewasi to make available to the public and democratically
elected representatives who are responsible for the financietpgént activities.

Y V V

Auditors should understand that in the audit of public funds there is a widec [nieliest, which stems
primarily from the fact that taxpayers are required to pay taxes, and therefera Ispecific interest in being assured
that public funds are managed appropriately, as opposed to sharehold®mpany that has the ability to decide on
whether to buy or setheir shares. In addition, the authorities in the publatsse as well as corporate entities, are
usually not engaged in the production of goods or do not provide eewltose primary purpose isseld on the open
market, and therefore their primargaj is not profit. These organs therefore exist to provide eftssttive, efficient
and effective public services.

Therefore, citizens rightly expect that public authesitpublic funds are used exclusively justified and
dedicated, and that there arethgjandards of integrity and that this money is used in the Ifficgtr@ way, which has
been accepted and the legal responsibility they have auditiies jpublic sector.

The audit in the public sector should be planned in relation to the broaderctigesfieat must be taken into
account that public funds must be managed properly and in accordance withntiepts of "value for taxpayers'
money".

Institute of Internal Auditors defines internal auditing as follows: Inteandit is an independent antjective
scorecard and consulting activity designed to "increase value" and improvgaaiization's operations. Internal audit
through a systematic and disciplined approach that ideabpli the evaluation activities, the organization helps in
achievirg the objectives.

The legal basis for Internal Audit is the Law on Budget $ystén the basis of the said Law, Internal Audit is
an activity that provides independent, objective assurance and performance ofyadeiwities, with the aim to
contributeto the advancement of the organization. It helps an organization accomplish its/ebjbgta systematic
and disciplined assesses and evaluates risk management, performs contrdbvasdth®l management of the
organization.

The internal audit functions in accordance with the Standards and Code of Etttieslostitute of Internal
Auditors. Charter of the Internal Audit regulates the role of interrdit,sand necessary environment in which audits
can effectively function and contributes to the sucoé$ise organization.

TableNo. 1. Example usageguidelinesfor conducting internal audits

Issues related to internal control The important issues that must beddressed by thenternal control and
standards audits

Application ofthe $andard requires professional attitude, expertised
Attribute standard professional carecompetenceskills andothercompetencieto carry out

internalaudits.

An auditormust obtairhelp,if there is ndknowledge skills andother

IPIETHENEN SEmEE competenciegeeded to perforrall tasks relateduditor hisengagement.

The auditor mustffectivelymanage
Performance standard internal audit activitiedlust planandprioritize internal auditbased on the
assessed risk

Theauditor shoulcconsider acceptintihe proposeéngagemerthased on
risk assessmerghould be proposddr improving the organizatioantity
which performs auditsDatasolutionsproposalsnust includen the plan
acceptedhuditing.

Implementation Standardsdvice

Source:[14]
5. Conclusion

Safety in the work of the company is of vital importance. Achieving security apesand reduce the risk of
failure, as well as the detection of potentially abusive in the companyisgement is the most important.
Management of the company has a very different instruments at its disposaler to achieve security of business
and it is in a constant process of searching for a better way of estaplegitrol of the company. It is a long and
continuous process. One option that stands eigerpranagement is the application of internal control and internal
audit in the normal course of business.
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Startups, and management of leading such companies, has a better chanceweaeatesses in the system if
it manages to define that at shorteemals perform primarily internal control of some parts of the company hend t
to carry out an internal audit of the entire system of the company. It is anptot emphasize that there is no such
system of internal control and internal audit that gwane ensure perfect results protect companies from unwanted
operation. Any control that is carried out, has the effect of cectasts, noting that a larger number of control gives
better results, but also increases the cost todh®any.

The auditos opinion is necessary in order to ensure the credibilitinah€ial statements. Considering | focus
audit can be seen that the audit activity essentially inetivrelated to the financial statements that are subject
services performed by certifiediditors.

The objective of the audit of tHimancial statements, which msade in accordance with international accounting
policies, should be such as to permit the auditor's opinion on these financiakstisteThe audit in the public sector
representsin important link in the chain of responsibilitpse it strengthens the responsibility, both in ohelected
or appointed persons, and in terms of beneficiaries, taxpayers ammh<itinternal auditing is an independent and
objective scorecard armbnsulting activity designed to "increase value" and improve the company'sayperaising
internal audit allows the systematic and disciplined evaluation, valuatbnisk management. This improves control
and allows the company management with reduced level of risk in thaihaourse of business.
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