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Abstract 

The functioning of internal audit in transition countries is aimed at the optimal and realistic analysis of 

companies in order to maximize business results and safety of top management.  

As an internal organization factor, it justifies the existence on which it was founded by top management of an 

industrial enterprise by creating general conditions for true management reporting. In addition, it enhances the 

security of work in terms of reporting to state authorities on the work and operations of industrial enterprises.  

Internal audit carries out its activity continuously and is becoming an increasingly important factor in the 

safety of work and functioning of enterprises, especially in the Republic of Serbia.  

Formed internal audit in them raises new professional issues related to true financial reporting. She is given an 

increasingly important role, first of all in a professional sense, because her work promotes the work of top management 

of an industrial enterprise in the transition country of the Republic of Serbia audience. 
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1. Introduction  

 

Internal audit in industrial enterprises of the Republic of Serbia should give full support to 
the management, in terms of creating general conditions for safety of work and functioning of the 
operation and operations of the enterprise itself. It provides a system for improving general 
business. The function of internal audit is to make a recommendation and point out the weaknesses 
of the sector's business within an industrial enterprise. It affects the overall improvement of 
business security by creating systematic solutions for the secure management of assets entrusted to 
top management in the function of managing an industrial enterprise. This contributes to increasing 
the overall security of the business [1; 2; 3; 4]. 

Internal audit contributes to the fact that the management of an industrial enterprise in the 
Republic of Serbia safely and with as little wandering as possible directs the work and business of 
the enterprise itself. This contributes to the improvement of the management and management of a 
large number of important enterprises in the Republic of Serbia, which are significant for the 
national economy. Management should enable internal audit to continually and regularly audit 
program-approved internal audit plans in order to bring the business operations closer to the 
optimum state [5; 6; 7]. 

It is important to emphasize that the aforementioned processes can only be accomplished 
when there is a situation in which the performers of internal audit are continuously educated and 
when they seek to maintain their skills and knowledge. 

Internal audit is conducted equally successfully in all sectors, but also in the real economy, 
where industrial enterprises are of particular importance for the functioning of the state economy. 

The goal of proper management should be to increase the reliability of information, thereby 
ensuring the increase of business performance of a company where a number of internal factors can 
improve the performance of top management [8; 9; 10]. This also avoids the detrimental effects on 
the functioning of an industrial enterprise. 

Depending on the degree of programmed security of the system, the size of the company 
and other criteria, a number of companies form an internal audit as a whole. Internal audit can be 
viewed in two basic frameworks, within an industrial enterprise, and at a broader level, which 
includes the observation of the wider society, that is, the observation of the overall functioning of 
all sectors in the Republic of Serbia. 

According to International Accounting Standards, financial statements are prepared in 
writing, as follows: 

 
• Balance Sheet 
• profit and loss 
• reports on changes in equity 
• cash flow statements and 
• notes to the financial statements. 

 
          Financial reporting is related to issues related to the standardization of all financial 
statements submitted to top management of an industrial enterprise. Such observation is related to 
the unification and standardization that takes place with full respect for International Accounting 
Standards and International Financial Reporting Standards. 

The objective of the mentioned activities contributes to the improvement of management at 
all levels of work and activity of top management of an industrial enterprise. 

An internal audit should be seen as a trade-off between the costs and the planned safety of 
an industrial enterprise. 
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International Accounting Standards and International Financial Reporting Standards provide 
for the possibility of applying multiple methods to enable the most accurate financial reporting of 
assets of a management company. 

Internal audit of each system should be essentially focused on improving efficiency, 
effectiveness and economy. This is especially true of large and significant industrial enterprises. In 
recent years, an increasing number of internal auditors has begun to operate in the Republic of 
Serbia, which substantially enhances security for the sake of top management of industrial 
enterprises. 

 
 

2. Impact on the financial system in industrial companies 

 
Internal audit in Industrial Enterprises in the Republic of Serbia is usually limited to 

assessing the financial system of an individual company. The primary interest of internal auditors is 
not the analysis of financial statements, but rather controls that ensure the quality and accuracy of 
accounting data within the financial statements of top management of an industrial enterprise. 

Internal audit should include: 
• auditing the financial and accounting statements to obtain reasonable assurance that the 

financial statements represent the correct financial position of the public-sector entity, 
• Analysis of financial data in order to review compliance with the adopted criteria within a 

public legal entity, 
• reviewing the adherence of a public legal entity to specific financial requirements, 
• reviewing the structure of internal controls related to financial reporting, that is, assuring 

that internal controls are adequately designed and implemented in an adequate and effective 
manner. 

The supplementary valuation by internal auditors also includes a number of partial financial 
analyzes such as: 

• keeping track of income and expense accounts 
• Movement of cash distribution reports 
• monitoring of budget requests of state bodies towards legal entities undergoing internal 

audit 
• determining the difference between the projected and actual financial position 
• Compliance with laws and regulations 
• Data retention controls, including the public entity's IT system 
• The possibility of fraud.  
 
Internal audit is linked to two major sub-systems: the financial accounting and information 

systems of the company. In addition to the aforementioned accounting-financial continuous activity 
of interest of internal audit, there is also a connection with the application of audit skills to the 
entire IT sector.  

Therefore, internal audit involves independent evaluation and testing of procedures relating 
to: 

• Security of performing business procedures, 
• IT planning procedures, 
• Procurement of new IT systems and 
• Economy, effectiveness and efficiency in the use of the IT sector within the public legal 

entity. 
Internal auditors should report to the top management through weaknesses such as: 
• the need to develop the system of each individual sector of the organization, 
• determine the basic goals of the new organization, 
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• provide alternative solutions, 
• Outline the organization and controls of the development process and 
• give their assessment and view after implementation of the newspaper introduced by 

management. 
 

 

3. Expressing a model that would strengthen the role of internal auditor in industrial 

companies 
 
            The internal auditor collects valid data from top management through a questionnaire, that 
is, a document most often conducted by the internal control employees in the industrial company 
where the internal audit is conducted. The request must include me, the following elements should 
be highlighted: 
 
-  The name of the company where the internal audit takes place, 
-  a subsystem that specifies the part of the company where the internal audit is performed, 
 - for what period, 
 - the name of the internal auditor, 
 - his signature, 
 - The audit was done day in and year out. 

Table No.1. Model for data collection from the top management of the internal auditor 

Serial 
number 

DESCRIPTION OF THE CONTROL 

OBJECTIVE 

Data collected 

by the Head of 

Procurement 

Department 

(collected 

answers yes or 

no) 

Data entered by the internal 

auditor based on the received 

questionnaires and working 

documents of the internal 

audit 

The aim of control 1: Ensure that the conditions 

for the start of the procurement procedure of 

small value are met 

1 2 3 4 

Yes No Note 

Working 
document 
filed 
under the 
number 

1. 
Are employees involved in the procedure of public 
procurement familiar with the legislation relating to 
public procurement?     

2. 
Do employees of the contracting authority preparing 
the requirements for public procurement with the 
technical description and cost estimates?     

3. 
Is it defined procedure of submitting a request for 
public procurement of the Department of Commercial 
Affairs? Is it a form prescribed form?     

4. 
Are the requirements for procurement, the result of 
coordinated actions with defined deadlines for 
delivery and defined the necessary elements? 

    

5. Are you done an analysis of submitted requests? 
Who's done? What does the checking?     

6. Is it approved a procurement plan for the year? Is it 
signed by the responsible person of the Company?     

7. Does the procurement plan for the year contain all the 
required information?     

8. 
Does the procurement plan for the year in compliance 
with the financial plan for. year? What is the process 
of harmonization?     
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9. Whether the plan is submitted within the prescribed 
period?     

10. 
Does modifying procurement plan? Are the changes 
explained and are made in accordance with the 
regulations? Are submitted within the legal deadline? 

    

11. 

Whether the act was passed that regulates the specific 
procurement procedure within the ordering party? Is 
it respected the deadline? Are they made some 
additional procedures and instructions that define the 
procedure for the public procurement for the needs of 
the enterprise? 

    

12. 
Are all employees involved in the procurement 
familiar with laws defining public procurement 
procedure? Proof? 

    

13. 
What is the procedure for submitting the request to 
institute proceedings commercial services? Is defined 
forma request, method of verification and approval? 

    

14. 

Does the face of the financial service confirm that the 
funds for a particular procurement procedure 
available before you start the process? If confirmed, 
the manner in which it is exercised, written evidence? 

    

15. 

Is the decision to initiate proceedings issued in 
writing and whether it contains all the required 
elements? 
1. Name and address of the contracting authority 
2. The number of the procurement for the current 
year 
3. The subject of public procurement, the name and 
designation from the general procurement vocabulary 
4.procurement procedure 
5. The estimated value of public procurement 
6. The provisional dates for conducting the individual 
phases of the public procurement 
7. The position information in the financial plan 

    

16. Is the decision to initiate the procedure properly 
signed?     

17. 
Do you have a Statement of compliance with the 
conditions for initiating the public procurement 
procedure? When he signed?     

18. 
Does brings decision on the establishment of a 
commission for a public procurement procedure? 
When he returns? 

    

19. Does the solution containing the required elements?     

20. Is the Public Procurement Commission established as 
a permanent committee?     

 

 

The aim of control 2: Ensure that the tender 

documentation is prepared properly and that 

allows bidders to submit bids valid 

Yes No Note 

Working 
document 
filed 
under the 
number 

1. 
Is the call for tenders published on the Public 
Procurement Portal and on the website of the 
company?     

2. Are the members of the Commission for Public 
Procurement involved in the preparation of tender     
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documentation? 

3. 
Are all members of the committee agree with the 
form and content of the tender documentation? 
Proof? 

    

4. 

Does the tender documentation contains all the 
necessary elements in particular: 1) general 
information on procurement: 2) information on the 
subject of public procurement: 3) type, technical 
characteristics (specifications), quality, quantity and 
description of goods, works or services, the method 
of implementation of control and provide quality 
assurance, deadline for execution, place of 
performance or delivery of goods, potential 
additional services and the like. (Except in the case of 
procurement of loan service when it constitutes a loan 
application); 4) technical documentation and plans, or 
documents on the creditworthiness of the contracting 
authority in the case of public procurement of 
financial services to credit; 5) the conditions for 
participation in public procurement procedure under 
Art. 75 and 76 of the Act and instructions on how to 
prove compliance with these conditions; 6) 
instructions to bidders on how to prepare a bid; 7) 
tender form; 8) of the model contract (except in the 
case of procurement of the loan); 9) form the costs of 
preparing a bid; 10) the text of the declaration of an 
independent bid. 

    

5. 
Whether the estimated value of procurement is 
determined using the methodology prescribed by the 
Law on Public Procurement? 

    

6. 
Does the Tender documents published for the RFP to 
the Public Procurement Portal and internet page? 
When publishing is done?     

7. Would you like to shift bidding documents? Whether 
the amendments are published?     

8. 
Do interested parties, are seeking further information 
about the preparation of bids, and if so whether they 
are answered on time and in the prescribed manner? 

    

(Note: The data in columns 1 and 2 were created by filling in the Head of Procurement Department. The data in 
columns 3 and 4 were created by filling the internal auditor after conducting an oral interview and the interview with 
the head of the procurement department) 
 

           In addition, continuous monitoring of the impact of financial impact on the normal 
functioning of industrial enterprises should be carried out. In this regard, the authors opted for the 
presentation of 4 criteria that have an impact on the businesses of industrial enterprises, and the 
results in the form of models are presented in table number 2. 
 
Table 2 Possible criteria for risk assessment in industrial companies 

 

No 

 

The criteria for assessing 

the financial condition of 

the company 

 

 

 

Interval observation 

 

The results expressed in 

nominal terms 

risk 

 
1 

 
Days Insolvency 

 
Until the 7 

 
3 
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Until the day 15 

 
7 

 
Until the day 30 

 
10 

2  
Debt Indicators 

 
=1 

 
3 

 
1-2 

 
7 

 
2 or more 

 
10 

3  
Profitability Ratios 

 
above 8 

 
2 

 
0-8 

 
6 

 
Loss 

 
10 

 

4. Conclusions 
 
             In the Republic of Serbia, continuous improvement processes in the work of a large number 
of enterprises, especially industrial enterprises, are expected in recent years. 
            The initiation of the process of real access to companies by internal audit should be seen as 
a continuous process of improving the work and suggesting new and safe solutions to top 
management that will increase the quality of work of the company by their implementation. 
             Internal Audit in the Republic of Serbia is yet to essentially address the structural impact in 
the industrial enterprises in which it exists and operates, primarily through its expertise and realistic 
and impartial recommendations to top management. 
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