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Abstract. Entities pursuing their objectives focus on the smooth and efficient
operations and processes, and optimum use of funds. For this purpose, an internal control
system is being implemented in enterprises and organizations, one of the components among
these systems is internal audit. The main objective of the internal auditor is to provide an
independent and impartial assessment of the entity's performance and provide insights on how
to improve its operations. Although internal audit is only part of the internal control system of
the entity, it has to assess the proper functioning of the system itself, propose measures to
make internal control more efficient. The state of internal control largely depends on the work
of the internal auditor. Scientific problem. The scientific literature emphasizes the need to
create an appropriate system of internal control of the entity, but for many supervisors and
internal auditors internal audit and internal control still associate with the role of the inspector.
A well-functioning internal control system reduces the work involved in the audit and risks
that allow the internal auditor to devote more time to developing the entity's development
prospects. Particular attention in the process of operational efficiency must be given to
employees performing the functions entrusted to them, including them in the process of
internal control improvement. Not only managers but also all employees need to deepen
knowledge of the importance of internal audit and the necessity of reaching the goals set by
the entity, not only managers but also all employees. The aim of the article: to analyze
peculiarities of theoretical internal audit and control. In order to achieve the tasks: to analyze
the concept of internal audit and control, and its variation; to research internal audit
objectives. The object of the research: internal audit and control in a company. The
methodology of the research: the systemic analysis of scientific literature and legislation.
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INTRODUCTION
Relevance of the topic. Currently
in Lithuania the function of internal

on exchanges. In the remaining
private equity firms, the decision on
the need for internal auditing depends

audit is mandatory in all public and
financial companies. Internal audits
are also mandatory for those
companies whose securities are traded

on the management’s approach to the
internal audit function. It is customary
in achieving predefined goals to focus
on the fluidity and efficiency of the
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operations and processes, and on the
optimal use of resources. However,
managers not always are successful in
spotting risks or problems that have
negative  impact on  business
development. Therefore, it is very
important to have well matched
manager’s view to the meaning and
necessity of internal audit in the
process of adding value.

Internal control is an integral part
of internal audit, therefore it is very
important  to  understand  the
significance of the internal control
system in both large and small to
medium enterprises. Rapid
technological ~ development  and
economic change force corporate
leaders to change their attitudes about
internal control, because only efficient
control can ensure the achievement of
the company’s stated goals. Surveys
show that most executives understand
the need of internal control system for
an enterprise but not all of them know
the basic principles of creating
internal control system. Quite often it
appears that an internal control system
is created only formally to provide
desired corporate image, but in reality,
internal control system does not
function. Only a well-functioning,
efficient and professional internal
control system can give a company
noticeable benefits not only in
responding to risk factors, but also by
saving resources. Properly designed
and functioning internal control
system allows the entity to solve
problems in an innovative way and
thus increase its competitiveness.
Therefore, it is very important to
constantly analyze the peculiarities of
internal audit and control of

companies, both theoretically and in
practice.

Scientific problem. The scientific
literature emphasizes the need to
create an appropriate system of
internal control of the entity, but for
many  supervisors and internal
auditors internal audit and internal
control still associate with the role of
the inspector. On the speed of
adaptability to the changes of
environment, depends the success of
business, thus managers and internal
auditors need to be able to use modern
tools for business and business
management. Internal audit largely
determines the proper functioning of
internal control, and therefore the
problem is to separate internal audit
function from other functions within
the entity.

The aim of the article: to analyze
peculiarities of theoretical internal
audit and control.

In order to achieve the tasks: to
analyze the concept of internal audit
and control, and its variation; to
research internal audit objectives.

The object of the research:

internal audit and control in a
company.
The  methodology of the

research: the systemic analysis of
scientific literature and legislation.

THEORETICAL

ASPECTS OF INTERNAL
AUDIT AND CONTROL
In practice, internal audit is
understood as an effective and
qualified tool for managing an entity,
and control which is necessary in
order to ensure the rational use of the
property and its security. In the
scientific literature and legislation,
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internal audit is defined more broadly,
focusing not only on accounting
matters but also on business strategies

and plans, changing the global
economic, social and political
situation.

The Law on Internal Control and
Internal Audit of the Republic of
Lithuania [6] describes internal audit
as part of the internal control system,
which, by means of independent and
objective assessment and consulting
activities of internal auditors, is aimed
at ensuring the improvement of the
activities of an entity.

In assessing the evolution of
internal audit, the self-governing
organization of the largest
professional internal audit activity, the
International Institute of Internal
Auditors published a definition of
internal audit reflecting a new
approach to the role of internal auditor
in the organization. It states that
"Internal Audit is an independent and
objective inspection and consulting
activity aimed at assessing and
improving the performance of the
entire organization. The purpose of
internal audit is to systematically and
comprehensively assess, promote and
improve the effectiveness of the
organization's  risk  management,
control and oversight processes, and
contribute to meeting the
organization's objectives [10].

V.Lakis [5] describes the internal
audit as an independent activity
(function) within an entity that
examines the internal control system
and the quality of the activity to help
management make decisions. In
practice, internal audit examines not
only the state of accounting and
control, but also the efficiency of the

operations of the entities of the entity
and the compliance of their activities
with the general policy, consulting
activities.

R.RupSys and V.Boguslauskas [9]
emphasize risk management when
defining internal audit. In their view,
internal audit is an active function
within an entity that includes
inspection and consulting services,
while creating added value through a
structured and systematic approach
that enables us to evaluate and
improve the effectiveness of risk
management, control and supervision
processes.

Pickett [8] defines internal audit as
an independent assessment function
within an entity that includes an
examination and assessment of the
adequacy and effectiveness of internal
control.

By analyzing the definitions of
internal audit provided by researchers,
it can be concluded that they
increasingly emphasize the systematic
nature of the audit, focusing on the
entity's management system, in
particular on the efficiency of internal
control and on risk management. Most
of them emphasize the advisory
function, and this is understandable,
since internal audit activity is
increasingly concentrated not only in
accounting matters, but also includes
business  strategy and  plans.
Summarizing the ideas of scientists, it
can be stated that today's internal
audit is the process of obtaining,
analyzing and evaluating objective
data on economic events. The audit
assesses the performance of the entity
and presents the results to executives.
At the same time, these are
independent and objective guarantees
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and advisory services aimed at
assessing the suitability and efficiency
of an entity's internal control system,
achieving its objectives and adding
value.

Having analyzed the concept of
internal audit, it is important to clarify
the relationship between internal audit
and internal control of an entity.
Managers need to create an effective
internal control system, with internal
control as one of its components, in
order to ensure effective leadership
and achieve the intended business
objectives. The volume of internal
audit work depends on the entity's
internal control system as it examines
the adequacy and effectiveness of the
internal control system. For internal
audit, it is important to establish that
the internal control system not only
works, but also guarantees the
achievement of the entity's objectives.
To this end, internal audit assesses
and demonstrates how the internal
control system works, identifies its
weaknesses and submits management
suggestions on how to improve it.

A prerequisite for assessing the
internal control system is the analysis
and interpretation of the concept of
internal  control.  With  constant
changes in the scope, functions and
roles of internal control, it is
important to formulate a common
definition of internal control and to
identify the place of internal control in
an entity [1]. It is even more
important to foresee measures for the
implementation of the internal control
system and their effectiveness
evaluation.

Definition of internal control as a
separate entity system for the first
time in 1949. presented by the

American  Certified  Accountants
Institute (AICPA), which indicated
that internal control is a plan for the
company and all other coordinated
measures and methods whose main
function is to safeguard the entity's
assets, verify the correctness and
accuracy of the data, increase the
efficiency of operations and guarantee
the intended management policy [1].
This definition has been continuously
improved and now it indicates that the
internal control system is one of the
tools of the management to ensure
active security and sustainable
development.

King [4] defines internal control as
a process that seeks to achieve the
goals of the company, and at the same
time the result of the planning,
organization and monitoring of the
company's management activities is
the result of the whole enterprise and
its departments.

Needles and others [7] have been
monitoring internal control by the
company's administration's control
system to help you manage your
business properly in accordance with
the strategy, secure your assets,
rational utilization, completeness and
accuracy of your accounting data.

In the view of DiNapoli [2]
internal control is a process, affected
by an entity’s board of directors,
management, and other personnel,
designed to provide reasonable
assurance regarding the achievement
of objectives relating to operations,
reporting, and compliance.

In practise, some specialists of
audit and accounting identify the
internal control system and internal
audit. Accoding to R. Kanapickiené
[3], sometimes there may be
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uncertainty as it is assumed that
internal audit can’t be an integral part
of the internal control, because it
assesses the internal control itself.
However, excluding internal audit
from the entity’s internal control
system, this system can turn into an
open, non-feedback  management
system. The purpose of internal audit
IS to check and evaluate the internal
control  system, to  determine
effectiveness and deficiencies of
certain procedures, to monitor that
these procedures are not violated and
comply with the rules approved by the
management. The internal audit
service must inform the management
of the entity if violations detected or
possible ways of strengthening
internal control are identified. The
link between the internal control
system and the internal audit is that
the internal audit service is classified
to the main structural units of the
entity, most of which particular the
internal control system, especially an
environment and procedures of
internal control. Other departments
include accounting and departmental
technology.

The conclusion is that internal
audit is not a specific supplement to
the activities of the entity. It is basis
not for only establishing proper
internal control, but also for ensuring
its effective operation. However, the
work of the internal auditor largely
depends from the state of internal
control of the entity. The well-
functioning internal control system
reduces the amount of the internal
auditor and risk. This enables for
internal auditor to devote more time
for entity’s development prospects.

OBJECTIVES OF INTERNAL
AUDIT AND CONTROL

Both the International Standards
for Internal Audit Professional
Practice and the scientific literature
emphasize that internal audit is an
independant form of control thats acts
within the entity in accordance with
the principles of management‘s
policies. Having analyzed the concept
of internal audit, three main
charactetistics of internal audit can be
distinguished:

¢ independence of the internal
auditor;

e checking and evaluating the
efficiency of the entity‘s activities;

e assistanse for the entity‘s
employees  to improve  their
operarions.

Based on the distinguished
features, it is possible to formulate the
main objective of internal audit — to
examine and evaluae the activities of
the entity, its internal control system,
and to provide an assistance for
management personnel in improving
their functions.

In the view of DiNapoli [2] there
are three types of objectives which

emphasize differing aspects of
internal control:
e Operations Obijectives —

pertaining to effectiveness and
efficiency of the entity‘s operations,
including operational and financial
goals. These objectives promote
orderly, economical operationsand
hepl produce quality products and
services  consistent  with  the
organization‘s mission. They also
serve to safeguard resources against
loss due to waste, abuse,
mismanagement, errors and fraud.
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e Reporting Objectives — relating
to internal and external financial and
nonfinancial reporting. These
objectives may encompass reliability,
timeliness, transparency, or other
terms as set forth by regulators,
recognized standard setters, or the
organization’s policies.

e Compliance  Objectives  —
dealing with adherence to laws,
regulations, contracts and
management directives to witch the
entity is subject.

In the view of the above
objectives, one can conclude, that
every member of an organization has
a role in the system of internal
control. The human factor is critical to
the system’s success [2]. Internal
controls are developed by people,
guide people, and provide them with
means of accountability. People are
responsible for implementing each
element of the system properly.
Individual roles in the system of
internal ~ control  vary  greatly
throughout an organization. Very
often, an individual’s position in the
organization determines the extent of
that person’s involvement in internal
control.

It is necessary to ensure that each
of the entity understands himself as
responsible for the effectiveness of the
internal control system. Only then can
expect a positive attitude towards the
internal audit function of the
organization. To this end, it is
necessary to constantly examine not
only the manager‘s knowledge, but
also the the knowledge of all

employees about internal audit and
explain how much they can benefit
from internal control and what they
can expect from an internal auditor.
CONCLUSIONS

1. Internal audit is not a specific
supplement to the activities of the
entity. It is basis not for only
establishing proper internal control,
but also for ensuring its effective
operations. However, the work of the
internal auditor largely depends from
the state of internal control of the
entity. The well-functioning internal
control system reduces the amount of
the internal auditor and risk. This
enables for internal auditor to devote
more time for entity’s development
prospects.

2. The main objective of internal
audit is to examine and evaluae the
activities of the entity, its internal
control system, and to provide an
assistance for management personnel
in improving their functions.

3. It is necessary to ensure that
each entity itself aknowlages and
evaluates the need for the
effectiveness of the internal control
system. Only then it can expect a
positive attitude towards the internal
audit function in the organization. To
this end, it is necessary to constantly
examine not only the manager‘s
knowledge, but also the the
knowledge of all employees about
internal audit and explain how much
they can benefit from internal control
and what they can expect from an
internal auditor.
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BHYTPIIIHINA AYJIUT I KOHTPOJIb Y KOMITAHII B
KOHTEKCTI YIIPABJIIHCHKOI JISIJIBHOCTI

AKTYaJIbHICTL TeMH [OCHII)KEHHA B TOMY, II0 B CYYaCHHUX YMOBax
aKTyaJIbHOIO TEMOIO € BHYTPIIIHINA ayJUT 1 KOHTPOJIb YIPABIIHCHKOI AisUTBHOCTI.
OO0’ €KTOM JTOCIIIKEHHS € BHYTPIIIHIN ayIUT 1 KOHTPOJIb Y KOMITaHii sIK Cy4acHe
CKJIaJHE 1 cymepewinBe sBHINE. [IpemMeTroM MOCHITKEHHS - HapsSMu
NIJBUILLIEHHSI €(PEKTUBHOCTI BHYTPIIIHBOIO ayJUTy Ta KOHTPOJIIO y KOMIMaHii B
KOHTEKCTI YMNPaBIIHCHKOI MisUIbHOCTI. MeTa MOCHiIKeHHsl - TEOpPETUYHI Ta
MPAKTUYHI aCTIEKTH BHUBYCHHS BHYTPIIIHBOTO ayJAWTY Ta KOHTPOJIO Y KOMITaHii
Ta QOpMyBaHHS KOHUEMNUIi e(EeKTUBHOCTI  YMNPABIIHCHKOI  JISJILHOCTI.
MetopoJiorisi - aHami3 1 CUHTE3, abCTparyBaHHs, THAYKIISA 1 ASAYKIIS, Tepexis
BiJl KOHKPETHOTO 70 aOCTpaKTHOTO 1 HaBMaKW, Yy3arajlbHEHHS 310paHuX
HAyKOBUX JIAHWX, IO JOTOMOIVIM 3AIMCHUTH JaHe JAociipkeHHs. Ha
MIIIPUEMCTBAX, M0 JOCATIN CBOIX ITIEH, 30CEPEIKYIOThCS HAa THYYKOCTI Ta
e(eKTHUBHOCTI BCIX MPOIIECIB POOOTH, a TAKOXX HA ONITUMAILHOMY BUKOPUCTaHHI
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3ac00iB. 3 11€10 METOI0 Ha MIANPUEMCTBAX 1 B OpraHi3allifx YHIpPOBaKYETHCS
CHUCTEeMa BHYTPIITHBOI'O KOHTPOJIIO, OJHUM 13 KOMITIOHEHTIB SIKO1 € BHYTPIIIHIM
aymut. OCHOBHE 3aBIaHHS BHYTPIIIHBOTO ayIUTOPA - 3a0€3MeUNTH HE3aJICKHY 1
HeynepeHKeHy OIHKY IsJIBHOCTI oOpraHizaiii 1 po3poOuTH peKoMeHaIlli
MOKpAIIEHHS MisUTbHOCTI. X04Ya BHYTPIIIHIN ayJuT € JHIIe YaCTUHOI CUCTEMH
BHYTPIIITHHOT'O KOHTPOJIIO Cy0’€KTa TOCIOAAPCTBA, ayAUT TIOBUHEH OIIHUTH, YU
NpaBWILHO (PYHKIIOHYE CHCTEMa, 3alpOIOHYBAaTH 3aXOJW JUISl ITiBUIICHHS
e(eKTUBHOCTI BHYTPIIIHBEOTO KOHTPOIIIO. Bi crucTeMu BHYTPIIIHBOTO KOHTPOIO
O6arato B YoMy 3alekHTh 00’eM poboTu ayautopa. Jobpe ¢yHKIioHyIOUYa
CHUCTeMa BHYTPIIIHBOTO KOHTPOJIO 3MEHIIye 00’€M pOOOTH, TOB’SI3aHOI0 3
ayJUTOM, 1 PU3MKAMHU, SIK1 JO3BOJISIIOTH BHYTPIIIHBOMY ayJIUTOpy OLbIIE 4Yacy
OPUILIATH TEPCIeKTUBaM PO3BUTKY oprasizaiii. OcoOnuBa yBara y mpoiieci
MiABUIICHHS €()EeKTUBHOCTI YNPaBIIHCHKOI MISIBHOCTI MOBHUHHA MPHUAUISATUCS
CIIBPOOITHUKAM, 110 BUKOHYIOTh KOHKpPETHI (PyHKIII1, BKJIFOYAIOUU 1X y IPOIIEC
YIOCKOHAJIEHHSI BHYTPILIIHBOTO KOHTPOJIIO. /[l 11pbOro HEOOXiTHO MOIIMOUTH
3HAHHS HE TUIbKU KEPIBHUKIB, aJie i BCIX CIIBPOOITHHUKIB MPO CYTh 1 BAXKIIUBICTD
BHYTPIIIHBOTO ayAUTY Ta HEOOIX1THOCTI TOCATHEHHS I1JIeH opraHizaiii.

Kuio4uoBi cjioBa: BHYTpIIIHINA ayAUT, BHYTPIIIHINA KOHTPOJIb, YIIPaBIiHChKA
TUSITBHICTD, ayIUTOP, €hEKTUBHICTS, 11111 OpraHi3alii
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BHYTPEHHUM AYJIUT U KOHTPO.Ib B KOMIIAHUU B
KOHTEKCTE YIIPABJIEHYECKOM JESATEJbHOCTHU
AKTYaJqbHOCTh TEMbI UCCJIEIOBAHUS B TOM, YTO B COBPEMEHHBIX YCIOBUSX
AKTyaJlbHOW TE€MOW €CThb BHYTPEHHUH ayAuT W KOHTPOJIb B KOMIIAHUU B
KOHTEKCTE YIpPaBJIECHUYECKON JAesaTeNbHOCTH. OOBEKTOM UCCIEA0OBAHUS €CTh
BHYTPEHHHI ayJuT W KOHTPOJb B KOMIIAHUU KaK CJIOXKHOE COBPEMEHHOE U
IPOTUBOpEUNBOE  sBieHUE. lIpeameTrom wWccnenoBaHuss -  HaNpaBJICHUS
MOBBIIICHUS] BHYTPEHHErO ayJuTa W KOHTPOJS B KOMIIAHUM B KOHTEKCTE
YIPABJICHUYECKOW JesATenbHOCTH. Llenp wuccienoBaHus - TEOPETUUYECKUE U
MIPAKTUYECKHE AaCIEKThl H3y4YEHUs BHYTPEHHErO0 ayJuTa W KOHTPOJIA B
KOMITaHUK W (OPMHpPOBaHUE KOHIENIUUA AS(P(HEKTUBHOCTH YIIPaABICHUYECKOM
AesITeIbHOCTH. MeTOI0NIOTus - aHAJIM3 M CUHTE3, a0CTparupoBaHUE, UHYyKIUS
U JIeAYKIHs, TEepexoll OT KOHKPETHOTO K aOCTpakTHOMY H© Hao0opoT,

© Gabreviiene, Ausra Petrosien¢, Birut¢ Sidlauskiené, Danguolé, 2018

8


mailto:ausra.gabreviciene@mkolegija.lt
mailto:birute.petrosiene@mkolegija.lt
mailto:danguole.sidlauskiene@mkolegija.lt

00001IeHre COOpaHHBIX HAYYHBIX JaHHBIX, KOTOPHIE MOMOTJH OCYIIECTBHUTH
JNaHHOE HccaenoBanue. Ha nmpenanpuaTusx, KOTOpblE JOCTUTalOT CBOUX LIEJIEH,
COCpENOTAauNBAIOTCSI Ha THOKOCTH U 3((HEKTUBHOCTU BCEX MPOLECOB pabOTHI, a
TAaK)K€ HAa OINTUMAJIbHOM MCIOJBb30BaHUM cpeactB. C  3ToM Henbro Ha
IPEANPUATHAX U B OPTAaHU3ALMUAX BHEAPSETCS CUCTEMA BHYTPEHHETO KOHTPOJI,
OJTHAM N3 KOMIIOHEHTOB KOTOPOW SBJIICTCS BHYTpPEHHMHM aynnuT. OCHOBHas
3aJjaya BHYTPEHHErO ayJUTOpa - OOECIEUUTh HE3aBUCHUMYIO U HEINPEAB3ATYIO
OLICHKY JEATEIbHOCTH OPraHU3alluu U NMPEIbIBUTh PEKOMEHAALUHN YIIYyUYIICHUS
JNEATENIBHOCTH. XOTS BHYTPEHHHM AayJIWT SIBISCTCS JIMIIb YaCTbIO CHCTEMBI
BHYTPEHHET0 KOHTPOJS CyOBeKTa XO3AWCTBA, ayAWT JOXKEH OILICHUTH,
NPAaBHIBHO JH (YHKIIMOHUPYET CHUCTEMA, MPEAJIONKHUTh MEPHI ISl MOBBIIICHUS
3¢ (HEeKTUBHOCTH BHYTPEHHETO KOHTPOJIA. OT COCTOSIHUSL BHYTPEHHETO KOHTPOJIS
BO MHOTOM 3aBHUCUT 00beM pabOThl ayauTopa. XOpOomio (YHKIIMOHUPYIOIIAs
CUCTEMa BHYTPEHHErO KOHTPOJS YMEHbIIAET O0BEM pabOThI, CBSI3aHHOHN C
ayJUTOM, M PHUCKaMH, KOTOpbIE IMO3BOJISIIOT BHYTPEHHEMY ayaUTOpPy OoJIblIe
BPEMEHHM yJIEJATh NEPCHEKTUBAM pa3BUTHUIO opraHu3anuu. Ocoboe BHUMAaHUE B
npouecce MOBIICHUS 3PPEKTUBHOCTH YNPABICHUECKON NEATEIbHOCTH JOJKHO
YIEIATHCS COTPYIHUKAM, BBIMOIHSIIOIINM KOHKPETHbIE (DYHKIIMH, BKIIIOYas UX B
IPOLIECC COBEPILIEHCTBOBAHUSI BHYTPEHHETO KOHTPOJs. s 3TOro Heo6xoaumo
yIIyOUTh 3HAHUS HE TOJIBKO PYKOBOJUTENEH, HO U BCEX COTPYJHUKOB O CYTH U
BAXHOCTH BHYTPEHHETO ayJuTa W HEOOXOAMMOCTH B JOCTHKEHUU Leel
OpraHU3aluU.
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