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The purpose of adopting an internal audit is to constantly monitor the conduct of the
organization’s business activities, which leads to a timely response to any type of
violation. It should be noted that the organization has the right to classify violations
independently, taking into account its scale. However, legal entities subject to
mandatory audit should pay increased attention to control over accounting and
preparation of financial statements. The authors in the article revealed the necessity,
purpose, and functions of internal audit for small and medium-sized businesses in
Kazakhstan.

OPTAHI3ALIA TA METOAUKA BHYTPILIHBOT'O AYAUTY
B MAJIOMY TA CEPE/IHBOMY BI3HECI

Karo4ogi cioBa:
aynuT, Oi3Hec, BHYTPINIHIN ay/uT,
MCA, ayauTopChKi pU3NKA

*bapumena C.K., **AcinoBa A.C.
*Vuieepcumem Typan
**KasHY im. anb-Dapadi

MerTol0 BNPOBa/KECHHSI BHYTPILNIHBOTO ayAWTy € TOCTIHHUA KOHTPOIb 3a
MPOBEACHHSIM TOCHONAPCHKOI IsTIBHOCTI OpraHizalii, M0 IPU3BOIUTH JIO
CBO€YACHOTO pearyBaHHs Ha Oy/Ib-siKi mopymeHHs. Ci1i13a3HaqyTH, [0 OpraHizallis
Ma€ TPaBO CaMOCTIHHO KiIacu(iKyBaTH IOPYUICHHS 3 YpaxyBaHHAM HOTO
maciirady. OnHak IPUARIHUM 0cobaMm, 0 MiIIIraloTh 000B’I3KOBOMY ay/IHTY,
CJIiJT TP TUISITH i BUILICHY YBAry KOHTPOJIFO 33 BEJICHHSM OyXTaJTepChKOIo OOTIKY
Ta CKJIaAaHHsM (piHaHCOBOT 3BITHOCTI. ABTOPH B CTATTi PO3KPHIIM HEOOXIIHICTB,
npu3HaYeHHs Ta QyHKIIIT BHYTPIIIHBOTO ayInuTy JJIsl MAJIOTo i CepeTHbOTO Oi3HeCy

B Kazaxcramni.

Introduction

Internal audit at an enterprise is an activity that is
aimed at providing objective and independent advice
and guarantees for improving the company’s activities.

The purpose of internal audit is to assess risks, ways
to reduce them, as well as increase the profitability of
business processes. The auditors’ consultation includes
an assessment, analysis and report on the productivity
and reliability of the processes. They are addressed
directly to the administration of the organization [1].

How much do business owners need internal audit?
How can internal audit be useful and how can it help
company managers?

The conclusion on whether the company needs
an internal audit is made by the owners and the top
executive management of the organization. This
decision is determined by many factors, such as:
separation of the ownership and management functions
of the business; the size and structural development
of the company; the level of risks inherent in the
company’s activities.

The main part

In cases where business owners are listed as managers
of the company and themselves directly control all sides
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and aspects of the business, the internal audit function
may not be necessary. However, with an increase in the
volume of the company and an increase in the complexity
of management processes, owners-managers may have
the appearance of control. Sometimes it seems that the
business is not changing much and all aspects and forms
of the company’s activities are under control. But in fact,
the leadership no longer has enough physical ability
and strength to control the situation in its entirety. In
a situation with such factors, an audit may be necessary
and very useful.

It should be noted that in Europe and the USA, the
interweaving of business ownership and management
functions is characteristic of small and to some extent
medium-sized businesses. In large and many medium-
sized companies, there is a distribution of these
functions (this objective nature is beginning to be traced
in Russian companies as well) [1]. The owners are
engaged in determining the strategy and directions of
the company’s development. And professional managers
are hired to manage and organize everyday details and
conduct business. But no matter how impeccable the
management is and no matter how it is not trusted,
the issue of controlling the state of affairs within the
company remains important for the owners (“trust, but



Financial Strategies of Innovative Economic Development. Ne 3 (55), 2022

check™). And in this case, internal audit can become an
effective means of control.

Internal audit is necessary for both owners and
management of the company. The task of managers
is to manage the business, achieving the set goals in
a particularly effective way. The success of this goal
depends to a greater extent on two factors:

1) the most important is whether the manager has
the information necessary to make the right management
decisions;

2) the second factor is whether there is an effective
system for monitoring the implementation of decisions made.

Managers themselves, for whom business management
is part of daily work, cannot always objectively assess the
situation, because they do not delve into the essence of the
matter. Even if the manager believes that he is in control
of the process, he does not have the time and certain skills
to collect and structure the necessary data and information.
Internal audit, in essence of its work, has information on all
shades and aspects of the organization’s work. And it is also
atool for summarizing and studying data, so close interaction
with internal audit increases the productivity and efficiency
of management decision-making. In particular, internal audit
is an objective information document that helps the manager
to look differently, to look with a “fresh look™ and assess
the quality of implementation of management decisions [2].

At the same time, the question arises: is internal
audit necessary for the owners and management of
the organization? Or useful are the functions that in
Kazakhstani companies are traditionally performed and
performed by internal control services and control and
audit departments. It should be noted that in the current
practice of foreign companies, internal audit services have
become more widespread. Internal control services are
extremely rare, rather than external ones; and analogues of
control and audit departments are not common at all.

How many and which control bodies are in the company
is determined by the needs of the owners and management.
A particularly important role in decision-making is
played by the position of the control environment in the
organization and the level of development of corporate
culture. If the internal control and risk management
systems are not built correctly or work inefficiently, then
an internal audit is necessary. The field of activity for
internal audit is becoming too narrowly focused, since the
task of internal audit is to assess the effectiveness of these
systems. In this case, the primary task for management is
the design and introduction of a control system — this has
traditionally been done by internal control services in large
Kazakhstani companies.

Since the construction of an internal control system is
a laborious and long process, the objective need for a certain
area is the presence of a special unit in the organization. In
this case, the activities of the special unit will be aimed at
identifying shortcomings and abuses, acting as a corporate
supervisory authority in its “pure form”. However, it should
be remembered that the audit activity is aimed at retrospect,
which means past events and their consequences. Internal
audit is aimed at the future, i. e. to analyze future events that
may adversely affect the activities of individual departments
and the organization as a whole. In other words, the audit
evaluates the consequences of already materialized risks that
have already occurred. While internal audit evaluates the
possibility and suggests ways and means to reduce risks and/
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or negative effects of their impact. The presence of a control
and audit department in the company does not in any way
mean that an internal audit is not needed. Everything is
determined by what stage of its development the company is
at and in which direction, from the point of view of internal
corporate culture, the company will move forward.

It should also be emphasized that external and internal
audits perform different functions, their decision on the
need for an internal audit should not be determined by the
presence of an external auditor in the company. Consider
their functions:

1. An external audit is engaged in verifying the
completeness of the company’s financial statements and
focuses on events and transactions that may have a material
impact on the financial statements of the organization. And
internal audit is aimed at evaluating the existing control
systems, risk management of the organization and is
fixated on operations and events that hinder the effective
achievement of the goals of the organization. It is worth
noting that the recent changes in the law of most countries,
especially the USA, assess the reliability of the system of
control over the financial and accounting statements of an
organization, which is important for external audit.

2. External audit, during the audit process, does not
assess the economic validity of management decisions and
the effectiveness of structuring activities, which, as a rule,
is the main task of internal audit.

3. External audit is intended mainly for the needs of
external interested parties — potential investors, creditors
and others. While internal audit is needed, first of all, in
the interests of the company’s boards of directors and
managers [2].

Note that a productive internal audit can help reduce
the costs of an organization for external audit. In particular,
if the external auditor is able to rely on the results of the
internal audit, it will reduce the amount of audit work
performed by the external auditor. But this cannot cancel
the need for an external audit for the organization. It should
also be taken into account that it is not recommended to
use the services of an external auditor of an organization
to conduct internal audits, since such a combination can
lead to a dispute of the interests of an external auditor. In
the legislation of some countries, such a combination is
strictly prohibited, for example, the Sarbanes-Oxley Law
in the USA. In addition, it is necessary to take into account
changes made to international auditing standards such as
ISA 230, 300, 450, 500, 610. These audit standards make
it possible to competently organize an internal audit [3].

Based on this, the fact of the existence of an effective
internal audit becomes critical for the successful development
of the organization in the conditions of rapid changes in the
external environment. In addition, it is necessary to add
more complicating management processes, separation of
ownership and business management functions. How useful
and effective an internal audit will be for the organization
depends more on what goals will be set for it.

A variety of the organization of the internal audit
system are:

1) creation of a structural unit of internal audit at
the enterprise, which employs the head and a number of
professionals in the field of audit;

2) signing of a consortium for further internal audit
by third-party companies — the organization acquires high-
quality services, as well as a variety of specialists;
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3) strategic partnership is the involvement of
professionals who interact with internal employees who do
not have the skills to perform a particular task [4].

Types of internal audit mechanism systems:

1. Hierarchical structure of subordination — the head
of the organization acts as the top level of authority, that is,
the internal audit department reports directly to the director
of the company.

2. Line-staff subordination — the internal audit
department is sorted into blocks, the head of the internal
control service assigns responsibilities to the managing
blocks.

3. Combined structure (mixed type of subordination) —
delegating to individual structural units a share of the duties
of internal auditors [2].

Internal audit is carried out by objects (Fig. 1), the audit
can cover only one object, or all at once, if the audit is
large-scale.

The sources of resources are the following:

— economic processes;

— economic results of operating activities;

— organizational forms and methods of management.

Material

v

Financial
resources

Labor

Fig. 1 — Objects of internal audit
Note: compiled by the author on the basis of the studied data

The methods of control are all kinds of tools,
which in turn help to realize the goals set. The standard
requires that these methods, which consist of planning
and developing control security measures, contribute to
achieving maximum accuracy and minimizing risk during
verification [5].

The most productive technique for capturing audit
certificates is the use of computer equipment with packages
of specialized programs that make it possible to compile
reconciliation and verification programs.

There are two methods to obtain audit information:
audit with automation, audit without automation. The
company uses the automation method as a priority. When
using the second audit method without automation,
printed factual data and source data are collected and
reviewed. To use the automation method, you need to have
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computer programs. The programs check the contents of
the organization’s documents, control information used
by internal auditors in order to control the functioning of
the organization’s computer programs. The collection of
information data is carried out with the help of: monitoring
conducted by the internal control of the organization,
research of documentary data; separate control of each part
of the program and general control [4].

Currently, many internal auditors use expert systems
when conducting control. Expert systems are computer
programs that use unique programming methods
to present information to the user and improve the
methodology of internal audit. They are used when
planning internal audits, conducting audits and preparing
conclusions or reports.

Conclusion

Based on the conducted research, we have identified
several key factors that hinder the development of internal
audit in the Republic of Kazakhstan:

— insufficient level of unity and orderliness of the
internal audit system;

— inadequate level of personnel training (theoretical
and practical) of the entire internal audit system;

— the complexity of assessing the activities of internal
audit and establishing the level of confidence in the
testimony of the ICS by an external auditor;

— lack of understanding by the heads of SME
companies of the necessity and scope of the benefits of
internal audit;

— insufficient understanding that the costs of
implementing and conducting internal audit are fully
recoupable and cost-effective in the current market
conditions.

Consequently, we offer:

» enrichment of the information base of internal audit,
through the publication of manuals, reference books on the
conduct of internal audit;

» expansion of the regulatory framework in this
aspect, 1. e. the creation of amendments to legislative acts
for the mandatory implementation of internal audit in
certain economic spheres of activity;

 distribution of software application in the field of
internal audit;

» popularization and scaling of educational programs
for internal auditors. To improve audit literacy, for example,
the creation and support of courses, specializations in
higher education institutions, the organization of webinars
and online learning opportunities.

Based on the results of all the above, we believe that using
all our arguments in practice can lead to maximum efficiency
and development of SMEs in the Republic of Kazakhstan.
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