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PART I  APPLICATION OF THE GENERAL NORMS 

OF PUBLIC INTERNAL AUDIT IN ROMANIA

A. GENERAL PROVISIONS

1. Definition of the internal public audit

Public Internal Audit represents an functionally independent and objective activity, which gives insurance and counselling to the management for a good administration of the public incomes and expenses, improving the activities of the public entity. It helps the public entity to achieve its objectives by means of a systematic and methodical approach, that assesses and improves the efficiency and effectiveness of the management system based on the risk, control and administration processes management. 

 2. Audit types


The Law on public internal audit Public Internal Audit defines the following types of audit: 

a) System Audit – represents an in-depth assessment of the internal managing and control systems, on purpose to determine whether they operate cost-effectively, effectively and efficiently, in order to be able to identify the deficiencies and to formulate correction recommendations; 

b) Performance Audit – investigates if the criteria set for the implementation of the objectives and tasks of the public entity are correct with a view  to assess the results and appreciate whether the results are compliant with the objectives;

          c) Regularity Audit – represents the examination of the actions over the financial effects on behalf of public funds or of public patrimony, from the point of view of the compliance with all applicable principles and procedural and methodological rules. 

B. PUBLIC INTERNAL AUDIT STRUCTURES IN ROMANIA

3. Organisation of the Public Internal Audit in Romania 


 In accordance with art. 4 of the Law on public internal audit, the public internal audit is organised as follows:

a) CHUPIA– distinct structure within the Ministry of Public Finance, made up of specialised compartments, under the direct subordination of the minister of public finance, having attributions of co-ordination, assessment, synthesis in the domain of public internal audit at the national level, that also carries out public internal audit missions of national interest, with pluri-sectoral implications. CHUPIA is directed by a director general, appointed by the minister of public finance, approved by the PIAC;

b) PIAC - advisory body, made up of 11 members, experts from outside the Ministry of Public Finance, directed by a president. The PIAC supports the CHUPIA in defining the strategy and developing the public internal audit within the public sector; 

c) The public internal audit compartments within the public entities – basic functional structures in the public internal audit domain, effectively carrying out the public internal audit function.

3.1. Organisation of the public internal audit at the level of the public entities

3.1.1. The public internal audit compartment shall be compulsorily organised at the level of each public entity, by decision of the persons responsible provided for at art.9 of the Law on public internal audit, within 90 days of the publication of the present norms in the Official Journal, respectively of the creation of the public entity. Small public entities are excepted from this provisions, as they are defined by art. 2, letter j) of the Law on public internal audit, as well as those subordinate public entities, for which the management at the immediately superior level has issued the decision not to create of the public internal audit compartment. 

3.1.2. The auditing of the subordinate public entity that does not create a public internal audit compartment, according to art.9, letter c) of the Law on public internal audit, will be carried out by the public internal audit compartment at the level of the immediately hierarchical superior spending agency. 

3.1.3. The task of monitoring the conditions of small public institution shall be carried out by the manager of the concerned institution, who must notify the public internal audit compartment within the territorial GDPFGDPF on its statute.

3.1.4. The small public institution exceeding the annual threshold of 100.000 EURO, for 3 years consecutively, have the obligation to create a public internal audit compartment within the end of the first quarter of the following year. Public entities which have created own public internal audit compartments, and thus become small public institutions, must notify the public internal audit compartments within the territorial GDPF on their new statute, within 30 days of the accomplishment of the conditions provided for at art.2, letter j) of the Law on public internal audit .

4. Attributions of the public internal audit compartment

According to art. 11 of the Law on public internal audit, the attributions of the public internal audit are:

a) it elaborates methodological norms specific to the public entity where it carries out its activity, with the approval of the CHUPIA or with the approval of the immediately superior hierarchical body in the case of subordinate public entities;

b) it elaborates the draft of the annual plan of public internal audit;

The specifications concerning the attributions mentioned at letters a) and b) are presented at the point 6, sub-points 6.1.3, respectively 6.1.1.

c) it carries out activities of public internal audit in order to assess if the financial management and control systems in the public entity are transparent and compliant with the legality, regularity, cost-effectiveness, efficiency and effectiveness norms;


The public internal audit is exercised over all the activities carried out within a public entity, and within the subordinate entities, concerning the constitution and use of public funds and the management of the public patrimony as well. 

    
The public internal audit compartment analyses, at least once every 3 years, the following elements without confining its analysis only to them :

· the budgetary and legal commitments from where direct or indirect payment obligations emerge, including payment obligations from community funds;

· the payments incurred through budgetary and legal commitments,. including payments from community funds;

· sale, pledge, concession or lease of goods belonging to the state private domain, or to the administrative and territorial units;

· the concession or lease of goods belonging to the state private domain, or to the administrative and territorial units;

· the constitution of public revenues, respectively the manner of granting authorisation and calculating loan notes, as well as the way facilitation is granted upon their cashing;

· the allocation of budgetary credits;

· the accountancy system and its reliability;

· the system of decision making;

· managing and control systems and the risks associated to such systems;

· information technology systems.
d) it informs the CHUPIA of the recommendations adopted by the manager of the audited public entity, and of the related consequences as well;

The public internal audit compartment transmits to the CHUPIA/ CHUPIA territorial structures / immediately superior hierarchical body, syntheses of the recommendations not adopted by the manager of the audited public entity and the consequences of their non implementation accompanied by the related documentation, as follows:

· the subordinate public entities quarterly transmit, within a maximum of 5 days of the end of the quarter, to the immediately superior hierarchical bodies;

· the public entities of the local public Administration quarterly transmit to the CHUPIA territorial structures, within 10 days of the end of the quarter;

· the public entities of the central Public Administration quarterly transmit to the CHUPIA, within 10 days of the end of the quarter;

e) it periodically reports on the findings, conclusions and recommendations resulted from its auditing activities;
The public internal audit compartments transmit to CHUPIA territorial structures / immediately superior hierarchical body, upon its request, regular reports on the findings, conclusions and recommendations resulted from its auditing activities.

f) it elaborates the annual report of the public internal audit; 
The annual reports on the public internal audit activity include the main findings, conclusions and recommendations resulted from the auditing activity, the progress registered by the recommendations implemented, the possible irregularities/damages found during the public internal audit missions, as well as information on the professional training.

The annual reports on the public internal audit activity are transmitted to the CHUPIA/ CHUPIA territorial structures / immediately superior hierarchical body, as follows:

· the subordinate public entities transmit to the immediately superior hierarchical bodies, as follows: those of the local public Administration before January 5, and those of the central public Administration before January 10;

· the public entities of the local public Administration transmit to the CHUPIA territorial structures before January 15;

· the public entities of the central public Administration transmit to the CHUPIA before January 25.

g) In case that certain irregularities or possible damages have been identified, it immediately reports to the manger of the public entity and to the entitled structure of internal control. 

If during the public internal audit missions there have been found deviations from the procedural and methodological rules, respectively from the legal provisions, applicable to the audited structure/activity/operation, the internal auditors must notify the manager of the public entity and the inspection structure or another internal control structure, set up by the manager of the public entity, within 3 days.

Cases of identification of irregularities or fraud are presented in the chapter concerning the periodical and annual reports..

In case that certain major irregularities have been identified, the internal auditor may continue the mission or may suspend it with the agreement of the manager of the entity who had approved it, if from the preliminary results of the verification it is estimated that by continuing the mission the stipulated objectives will not be reached.(limited access, insufficient information, etc.).

C. NORMS APPLICABLE TO THE PUBLIC INTERNAL AUDIT AND TO THE INTERNAL AUDITORS

5. Qualification norms

5.1. The Internal Audit Chart and the Code of ethical behaviour of the internal auditor

5.1.1. The Internal Audit Chart defines the internal audit objectives, rights and obligations and it is elaborated by each chief of public internal audit compartment and approved by the public entity manager. The Chart of Internal Audit informs of the objectives and of the audit methods, clarifies the audit mission, sets the working rules between the auditor and the audited entity and promotes the behaviour regulation. 

 5.1.2. The Code of ethical behaviour of the internal auditor represents the behaviour principles and rules that must govern the activity of the internal auditors. The purpose of the Code of ethical behaviour of the internal auditor is to promote the ethical culture of the internal auditor profession as a whole. The Code of ethical behaviour of the internal auditor includes the rules that the internal auditors must observe in exercising their attributions.

5.2. Independence and objectivity

5.2.1. Organisational Independence 

The public internal audit compartment operates under the direct subordination of the public entity manager, exercising a function that is distinct and independent of the activities of the public entity. By its attributions, the public internal audit compartment must not be involved in the elaboration of the internal control procedures.   


The activity of public internal audit must not be subject to external interference, beginning with the setting of the auditable objectives, effective achievement of the works, until the communication of its results.

5.2.2. Individual objectivity


The internal auditors must have an impartial attitude, must not have prejudices and must avoid conflicts of interests.


The internal auditors must accomplish their attributions in an objective and independent manner, with professionalism and integrity, according to the specific norms and procedures of the public internal audit activity.

5.2.2.1 Appointment/dismissal of the chief of the public internal audit compartment 

The chief of the public internal audit compartment is appointed/dismissed by the manager of the public entity, with the approval of the CHUPIA/ immediately superior hierarchical body, as follows:

a) The appointment of the chief of the public internal audit compartment within the public entity is done only with the prior approval of the CHUPIA, in accordance with the procedure set by the latter. The subordinate public entity solicits such an approval from the immediately superior hierarchical body, according to the following procedure:

· the candidates for the position of chief of the Public Internal Audit compartment apply with the Public Internal Audit compartment within the hierarchical body immediately superior the following documents: curriculum vitae; minimum 2 letters of recommendation; a conception work concerning the organising and exercising of the Public Internal Audit within the respective entity; a statement on the observation of the provisions of art.20, par. (1) of the Law on public internal audit ,  concerning the incompatibilities of the internal auditors;

· an opinion on the candidates must be issued within 10 days of the date of submission of the documents, after the documents have been examined and the candidates interviewed;

· after a favourable opinion has been obtained, the appointment of the chief of the public internal audit compartment is done by the manager of the respective public entity, according to the legal provisions on the organisation of competitive exams for such positions;

· in the case of an unfavourable opinion, the respective candidate cannot participate in the competitive exam organised for such a position.

b) The dismissal of the chief of the public internal audit compartment in the public entity is done only with the prior approval of the CHUPIA, in accordance with the procedure set by the latter. The subordinate public entity solicits such an approval from the immediately superior hierarchical body, according to the following procedure:

· in order to dismiss the chief of the public internal audit compartment, the manager of the subordinate public entity notifies the manager of the immediately superior hierarchical entity on the dismissal intention and on the reasons of leading to it, as well;

· the manager of  the immediately superior hierarchical entity examines the reasons, carries out investigations, directly consults the chief of the public internal audit compartment proposed for dismissal, as the case may be, and within 10 days, presents, in writing, his favourable/unfavourable opinion on the dismissal;

· in the case of an opinion in favour of the dismissal, the manager of the subordinate public entity proceeds according to the legal provisions;

· in the case on an unfavourable opinion, the dismissal is not possible 

5.2.2.2.  Appointment/dismissal of the internal auditors


Appointment/dismissal of the internal auditors will be done by the manager of the public entity/executive board, only with the prior approval of the chief of the public internal audit compartment as follows:

a) In order to grant the approval for the appointment of the internal auditors, the chief of the public internal audit compartment, examines the registration papers filed by the candidates applying for an internal auditor position and may interview the candidates, 5-10 days before the examination date. The registration papers shall compulsorily include the statements of the candidates in respect of the observation of art.20, par.(1) of the Law on the public internal audit, concerning the internal auditors’ incompatibilities, as well as recommendation letters. If a favourable opinion is obtained, the appointment will be done by the manager of the public entity / executive board, according to the legal provisions with regard to the organisation of competitive examinations for such positions;

b) In order to dismiss the internal auditors, the manager of the public entity / executive board, notifies the chief of the public internal audit compartment on the intention to dismiss an internal auditor and on the related reasons. The chief of the public internal audit compartment analyses the reasons, conducts investigations, interviews the auditors, as the case may be, and within 10 days, he/she issues a favourable/unfavourable opinion related to the dismissal.

c) If the position of internal auditor is not a public position, the appointment / dismissal will be done by the manager of the public entity/executive board, in accordance with the own managing regulation and provisions of the present norms.
5.2.3. Loss of Internal auditors’ independence and objectivity 

 The persons that are relatives of the head of the public entity, namely husband and wife or relatives up to the fourth degree, included, cannot be internal auditors in the same public entity.

 The internal auditors may not be appointed to execute missions of internal audit at a public structure/entity if they are relatives of the head of the public entity or the executive board, namely husband and wife or relatives up to the fourth degree, included. 

 The internal auditors must not be involved in any way in the activities of the entities they could  potentially audit, nor in the design and implementation of the internal control systems of the public entities.

      The internal auditors that have responsibilities  in the implementation of the programmes and projects financed totally or partially by the European Commission, must not  be involved in the audit of those programmes.

 The internal auditors must not audit activities in which they occupied managerial or similar functions or have been otherwise involved; this interdiction can be removed after a duration of 3 years. 

 The internal auditors  who find themselves in the situations described above, must immediately inform, in writing, the head of the public entity and the head of the internal audit structure.

5.3. Competence and professional consciousness 

5.3.1. Competence

The training and experience of the internal auditors is an essential element helping to perform an effective audit activity.

The internal auditors must have knowledge, abilities and other competencies necessary to exercise the individual tasks, specifically: 

· competence to apply the audit norms, procedures and techniques;

· competence with regard to the book-keeping principles and techniques;

· knowledge of economy fundamentals, juridical and information technology  elements;

· sufficient knowledge in order to identify irregularity and fraud elements; the investigation of such matters is not the task of internal auditors;

· capacity to communicate verbally and in writing, to  expose clearly and efficiently the objectives, findings and recommendations of each public internal audit mission.  

All the public internal audit compartment must make proof of all the competence and expertise necessary in order to carry out audit missions.

Regardless of their nature, the missions of public internal audit shall be entrusted to those persons possessing training and expertise corresponding to the task complexity level. 

The public internal audit compartment must have modern IT systems and methodologies, analytical methods, statistical samplings and control instruments for the IT systems. 


The head of the public internal audit compartment must make sure that for each public internal audit mission the auditors appointed have the knowledge, abilities and competencies necessary to correctly carry out the mission. 


With regard to strict speciality knowledge, expertise / consulting services may be contracted from a body other than the public entity.

5.3.2. Professional consciousness

The internal auditor must spare no effort during the exercising of his position and take into consideration the following elements:

· the working period necessary to reach the audit objectives;

· the complexity and importance of the audited domains;

· relevancy and effectiveness of the control and the risks management process. 

· probability of existing errors, irregularities and certain significant malfunctions;

· costs of implementation of supplementary controls, compared to the advantages estimated.

Being fully aware of the fact that the public internal audit procedures cannot guarantee that all the significant risks has been detected, the internal auditor must prove an increased vigilance concerning the significant risks that might affect the objectives, the activities and the resources of the public entity. 

5.3.3. Continuous professional training

The internal auditors must improve their professional knowledge and practice, by continuous training.

The head of the public internal audit compartment, respectively the public entity management, shall provide the conditions necessary for professional training, the period destined to such a purpose being of maximum 15 days a year. 

In order to audit certain specific proceedings, expertise / consulting services may be contracted from a body other than the public entity. The competence and  capacity of such services must be proven and the works must be supervised by the soliciting public internal audit structure.
5.4. Programme to ensure and improve quality 

5.4.1. Definition 

The head of the public internal audit compartment must elaborate a program  in order to ensure and improve the quality for all the aspects of the public internal audit activity. Such a programme must insure that the internal auditors observe the norms, the instructions and the ethical code. 

5.4.2. Assessment of the quality programme


Public internal audit requires a permanent process of monitoring and assessment of the global effectiveness of the quality programme. Such a process must allow internal and external assessments.

5.4.2.1. Internal assessment

The internal assessment permanent controls, through which the head of the public internal audit compartment examines the effectiveness of the public internal audit norms in order to verify if the procedures meant to insure the quality of the internal audit missions are satisfactorily applied, thus insuring the quality of the public internal audit reports. Within this framework, the supervision of how public internal audit missions are carried out will allow the detection of deficiencies, the initiation of an improvement process necessary to appropriately  carry out future public internal audit missions and to plan the activities of professional training.

5.4.2.2. External assessment 

The external assessment is effected by the CHUPIACHUPIA by:

· verifying whether norms, instructions and the Code on the ethical behaviour of the internal auditor are complied with, at least once every five years; necessary corrective measures are initiated in collaboration with the manager of the concerned public entity;

· issuing an opinion on the appointment/dismissal of the heads of the public internal audit compartments in the public entities. 
6. Operational norms for public internal audit

6.1. Requirements on the functioning of the public internal audit compartment


The head of the public internal audit compartment is responsible for the organisation and carrying out of public internal audit activities.

6.1.1. Public internal audit activity planning, based on risks analysis

6.1.1.1. Elaboration of the public internal audit plan

The public internal audit plan will be yearly drafted by the public internal audit compartment.
The selection of the public internal audit missions is done according to the following elements:
a) Assessment of the risk associated to the various structures, activities, programs/projects or operations; 

b) Signal-criteria / proposals of the public entity manager, respectively: deficiencies earlier established in the audit reports; deficiencies established in the minutes drawn up after the inspections; deficiencies registered in the reports of the Court of Accounts; other information and clues concerning the malfunctions or deviations; assessments made by certain specialists, experts, etc. with regard to the structure and dynamics of some internal or system risks; analysis of certain long term trends about certain aspects related to the functioning of the system; assessment of the impact of certain modifications occurred within the environment where the audited system operates; 

c) The themes broken down in the annual plan of the CHUPIA. The managers of public entities must take all the organisational measures so that the themes ordered by the CHUPIA are introduced into the annual public internal audit plan of the public entity, carried out in good conditions and reported within the set deadline; 
d) The number of subordinate public entities;

e) Whether the condition according to which audit missions should be carried out at least once every 3 years is complied with ;

f) The types of audit appropriate for each subordinate entity;

g) The recommendations of the Court of Accounts.
The annual project draft of the public internal audit plan is prepared by November 30th of the year preceding the one for which the draft has been elaborated for.

The manager of the public entity approves the annual project draft of the public internal audit plan by December 20th of the previous year.

The annual project draft of the public internal audit plan represents an official document. It is preserved in the public institution archive together with the justifying report according to the provisions of the Law on National Archives.

6.1.1.2. Justifying report

The annual project draft of the public internal audit plan is accompanied by a justifying report on the way the audit missions included in the plan are selected.

The justifying report has to comprise, for each public internal audit mission, the results of the analysis of the associated risk (annex to the justifying report), signal-criteria and other justifying elements, that were considered when  the selection of the respective mission was done.

6.1.1.3. Structure of the public internal audit plan

The annual public internal audit plan has the following structure: 

· the purpose of the audit mission;

· the objectives of the audit mission;

· the identification /description of the activity/operation subject to the public internal audit;

· the identification /description of the entity/entities or organisational structures where the audit mission will be carried out;

· the duration of the audit mission;

· the period subject to the audit;

· the number of auditors involved in the audit mission;

· specification of elements involving the use of specialised knowledge, as well of the number of specialists with whom contracts of expertise / consulting services will be concluded (as the case may be);

· the number of auditors who are to be involved into the public internal audit activities within decentralised structures.
6.1.1.4. Updating of the public internal audit plan 
The updating of the public internal audit plan shall be done according to:

· The legislative and organisational modifications changing the degree of importance of the audit of certain operations, activities or actions of the system;

· The requirements of the CHUPIA/ of the immediately superior public entity to introduce/substitute/eliminate certain missions of the public internal audit plan. 

The updating of the public internal audit plan shall be done by drafting a Report of Modification of the public internal audit plan, approved by the manager of the public entity.
6.1.2. Human resources management

The head of the public internal audit compartment is responsible for the organisation and carrying out of the public internal audit activities and he/she must ensure the resources necessary to carry out the public internal audit plan in an efficient manner.

6.1.3. Regulating the activity of the public internal audit compartment 
The public internal audit compartment elaborates norms specific to the public entity where it carries out its activity, with the CHUPIA approval, or the approval of the immediately superior hierarchical body, in the case of subordinate public entities. 
Within 90 days of the publication of the present norms in the Official Journal of Romania, each public internal audit compartment, organised according to the Law of the public internal audit, must elaborate its own methodological norms.

For the public entities that do not have a public internal audit compartment, organised on the date of publishing of the present norms, the countdown starts from the date the respective compartments were created. 
The immediately superior hierarchical body may decide the elaboration of own norms for each subordinated unit, if the characteristics of their activity impose it. 

The subordinated public entities transmit the own norms for endorsement to the immediately superior hierarchical body that decided the compulsory character of the elaboration. 

The own norms will be transmitted for endorsement, upon the approval of the manager of the public entity, signed on each page, by the internal auditor elaborating them. 

The public internal audit compartments qualified to endorse the own norms of the public entities must endorse them within 30 days and notify the concerned entity. 

The public internal audit compartments qualified to endorse the own norms of the public entities may ask for supplementary explanations, modifications, and completions. The heads of the public entities shall take all the necessary steps in order to operatively solve such demands.

The following public entities do not elaborate own norms:

a) The small public entities not subordinate to other public entities. The public internal audit missions carried out at the level of  small public institutions will comply with the own norms of the Ministry of Public Finance;

b) The subordinate public entities for which the public entity at the immediately superior level decided to organise a public internal audit compartment, having no obligation to elaborate own norms. The public internal audit missions will be carried out in accordance with the own norms of the immediately superior hierarchical body; 

c) The subordinate public entities for which the public entity at the immediately superior level decided not to organise a public internal audit compartment. The public internal audit missions carried out at the level of such entities will comply with the own norms of the hierarchically superior body;

6.1.4. Reporting of the public internal audit activity
The finalised public internal audit report, together with the results of the conciliation, is transmitted to the manager of the public entity who approved the mission, for analysis and endorsement. In case of a small public institution, the public internal audit report is transmitted to its manager.


The public internal audit compartment ensures:

a) the regular reporting on the findings, conclusions and recommendations resulted from its auditing activities;
b) the elaboration of the annual rapport of the public internal audit activity; 
c) in case irregularities or possible damages have been identified, it immediately report to the manager of the public entity and to the entitled internal control structure; 

d) the CHUPIA will be informed of the recommendations not adopted by the manager of the audited public entity, as well as of their consequences;

e) verification and reporting to the CHUPIA or to the immediately superior hierarchical body, as the case may be, on the progress of the implementation of the recommendations.

6.2. Objectives of a of public internal audit activity

6.2.1. Risks management assessment

The public internal audit must support the manager of the public entity to identify and assess the significant risks, thus contributing to improve the risks management systems. The public internal audit must monitor and evaluate the effectiveness of such a system.


The public internal audit must assess the risks corresponding to the operations and Information Technology systems of the public entity, with regard to: 

· the reliability and integrity of the financial and operational information;

· the effectiveness and efficiency operations;

· the patrimony protection;

· compliance with laws, regulations and agreements observation.

During the missions, the internal auditors will identify the risks, including the ones exceeding the mission perimeter, if they are significant. 

6.2.2. Control systems assessment

The public internal audit helps the public entity to maintain a proper control system, assessing its effectiveness and efficiency, thus contributing to its continuous improvement.


The assessment of the pertinence and effectiveness of the internal control system will be done by taking into consideration the results of the risk assessment and will concern the operations and information technology systems of the public entity from the following points of view:

· reliability and integrity of the financial and operational information;

· effectiveness and efficiency of the operations;

· patrimony protection;

· compliance with laws, regulations and agreements.

During the missions, the internal auditor will examine the internal control procedures in accordance with the mission objectives aiming to identify all their significant deficiencies.

The internal auditors must analyse the operations and activities and determine to what extent the results are consistent with the objectives stipulated and whether the operations/activities are applied or carried out according to the provisions. 

In order to assess the control system, the utilisation of adequate criteria is necessary. The internal auditors must determine the extent to which the public entity manager has defined suitable assessment criteria and if the objectives have been achieved. If such criteria are suitable, they may also be used by the internal auditors when they assess the internal control system.. If the criteria are not suitable, the internal auditors together with the managers of the public entity must appropriately elaborate such criteria.

PART II   - METHODOLOGICAL NORMS 

ON THE PUBLIC INTERNALAUDIT MISSION

This module presents the methods and instruments used during a public internal audit mission. 

7. General view on the progress of a public internal audit mission 


The diagram presented here offers a global view of the public internal audit process. On the left side of the diagram the phases of the public internal audit process are presented, with regard to the procedures to be followed, and on the right side of the diagram, the results obtained with regard to the related documents.

The standard procedures and models of the documents utilised are described in the Procedural Guidelines.

The progress of a public internal audit mission 

 Phases               Procedures                            Documents

        



         


























8. Preparations for the public internal audit mission 
8.1. Service Order 

The service order shall be prepared by the head of the public internal audit compartment, on the basis of the annual public internal audit plan approved by the manager of the public entity. The service order represents the intervention mandate given by the public internal audit compartment.
By means of the service order the working tasks are assigned to the internal auditors, so that they start the audit mission.   

8.2. Independence statement

The independence of the internal auditors selected in order to carry out a public internal audit mission must be stated. Therefore each auditor must prepare an independence statement.

8.3. Notification on the start of the public internal audit mission

The public internal audit compartment notifies the audited entity/structure 15 days before the  public internal audit mission starts, on the purpose, on the main objectives, on its duration and on the fact that during the mission on the spot interventions will be carried out whose programme will later be set of one accord.

8.4. Information gathering and processing 

8.4.1.Information gathering 

During this phase the internal auditors solicit and gather general information on the audited entity/structure . Such information must be pertinent and useful in order that the following goals are achieved: 

a) identifying the main elements of the institutional and socio-economical context where the audited entity/structure carries out its activity;

b) becoming acquainted with the organisation of the audited entity/structure, with its working techniques and with the different levels of administration, according to the diagram;

c) identifying the key points of the functioning of the audited entity/structure and of its control systems, for a preliminary assessment of the strong and weak points; 

d) identifying the risks that have significant effects;

e) identifying the probative information necessary to achieve the objectives of the control and to select the appropriate investigation techniques. 

8.4.2. Information processing
The processing of the information consists in:

a) analysing the audited structure/entity and its activity (diagram, functioning regulations, job descriptions, document flow chart);

b) analysing the norms regulating the audited structure/entity;

c) analysing the factors that might hinder the good progress of the public internal audit mission;

d) analysing the results of the previous controls;

e) analysing the external information on the audited structure/entity.

8.5. Identification of auditable objects 

8.5.1 Auditable object 

The auditable object represents the elementary activity of the audited domain, whose features may be theoretically defined and compared to the practical reality.

 8.5.2. Phases of the identification of the auditable  objects 

The identification of the auditable objects will be done in three phases:

a) detailing of each activity in successive operations describing the process starting from the moment this specific activity is carried out up to when it is recorded (audit trail);

b) defining, for each operation, the conditions to be accomplished from the point of view of the specific controls and of the related risks (that must be avoided);

c) establishing the functioning modalities necessary for the entity to reach its objective and eliminate the risk..

8.5.3. Centralising list of auditable objects 

The centralising list of auditable objects, defined from the point of view of specific features and associated risks, constitutes the support of the risks analysis..

 8.6. Risks analysis
 8.6.1. Definition of the risk

A risk represents any event, action, situation or conduct with an unfavourable impact on the capacity of the public entity to achieve its objectives. 

8.6.1.1. Risk categories 

Risk categories:

a) Risks of organisation (failed formalisation of the procedures): lack of precise responsibilities; insufficient organisation of the human resources; insufficient and not updated documentation;

b) Operational risks: failed registration in the accounting registers; inadequate archiving as regards the justifying documentation; lack of control for the high risk operations;

c) Financial risks: unsecured payments, unidentified operations with financial risk;

d) Risks generated by the legislative, structural and managerial changes etc.

8.6.1.2. Risk components

The risk components  are:

· probability of occurrence;

· level of the impact, respectively the seriousness of the consequences and how long they last.

8.6.2. Purpose of the risk analysis 

The risk analysis represents a major phase in the public internal audit process, whose goals are:
a) to identify the dangers within the audited entity/structure;

b) to identify if the internal controls or the procedures of the audited entity/structure can prevent, eliminate or reduce the dangers;

c) to assess the structure/evolution of the internal control of the audited entity/structure.
8.6.3. Phases of the risk analysis

The phases of the risk analysis  are as follows:

a) analysing the audited entity/structure activity;

b) identifying and assessing the inherent risks, respectively of the risks of significant error of the audited entity/structure’s activities, having effects on the financial operations;

c) verifying the existing internal controls, the internal control  procedures as well as assessing them;

d) assessing , quantifying and ranking the weak points per risk classes.

During the process of identification and assessment of the significant risks, the internal auditors must also integrate the ones already discovered during other missions.

 8.6.4. Risk measurement 

 
The risk measurement depends on the probability of risk occurrence and on the seriousness of the consequences of the event . In order to measure risks the estimation criteria will be used as measuring instrument. 

8.6.4.1. Probability measurement 

The criteria used as a measuring instrument for the probability of risk occurrence are:

a) estimation of the vulnerability of the entity;

b) estimation of the internal control.

The probability of risk occurrence  varies from impossibility to certitude and is expressed on a value scale on three levels:

· small probability;

· medium probability;

· high probability.

a) Estimation of the vulnerability of the entity 

In order to issue his/her assessing opinion, the auditor will examine all the factors having effects on the vulnerability of the domain to be audited, for example:

· human resources;

· complexity of operation processing;

· existing technical means.

The vulnerability can be expressed on three levels:

· low vulnerability;

· medium vulnerability; 

· high vulnerability. 

b) Estimation of the internal control 

The estimation of the internal control will be done on the basis of an analysis of the internal control quality within the entity, on three levels:

· adequate internal control;

· insufficient internal control;

· seriously defaulting internal control. 

8.6.4.2. Measurement of the consequences seriousness (impact level)

The impact level represents the effects of the risk, should it occur, and can be expressed on a value scale, on three levels:

· low impact;

· reasonable impact;

· severe impact.  
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Impact


                              low 
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8.6.5. Method – model of risk analysis 

These methodological norms exemplify how the analysis of risks is done, passing through three steps: 

a) identification (listing) of the auditable operations/activities, respectively auditable objects. In this phase, the activities/operations will be analysed and identified and also the existing interdependencies, while setting the analysis perimeter ;

b) identification of the threats, possible inherent risks, associated to such operations/ activities, by determining their financial impact; 

c) risks analysis criteria determination. The following criteria are recommended: internal control estimation, quantitative and qualitative estimation;

d) risk level determination for each criterion, using a value scale on three levels, as follows: 

d1) internal control estimation: adequate internal control – level 1; insufficient internal control – level 2; seriously defaulting internal control – level 3;

d2) quantitative estimation: low financial impact – level  1; reasonable financial impact – level 2; severe financial impact– level 3;

d3) qualitative estimation: low vulnerability – level 1; medium vulnerability – level 2; high vulnerability – level 3.

e) total score determination in respect to the used criterion (T). To each criterion an importance factor and a risk level are assigned. The result of two factors gives the score for the respective criterion and the sum of the scores for a specific auditable operation/activity  allows to calculate the total risk score as to the respective operation/activity. The total risk score is obtained using the following formulas:

                          n

T= ( Pi  x  Ni

                         
        i = 1

Where:

Pi = risk importance for each criterion; 

Ni = risk level for each criterion used;

or 

     

  T = N1 x N2 x….x Ni, where




N = risk level for each criterion used.

f) risk ranking, on the basis of the total scores previously obtained, in: low risk, medium risk, high risk;

g) grading of the auditable operations/activities, respectively the drafting of the table containing the weak and strong points. The weak and strong points table presents in a synthetic manner the result of the assessment of each activity /operation/subject analysed and allows risk grading in order to guide the public internal audit activity, respectively to determine the audit themes in a detailed manner. The table presents, on its left side, the results of the risk analysis (auditable domains/objects, specific objectives, risks, indicators and indices), and on its right side, the internal auditor’s opinion and comments.

	Domain
	Objectives
	Risks
	Opinion
	Comment

	
	
	
	SP/ wp
	Consequences
	Reliance degree
	

	
	
	
	
	
	
	


8.7. Drawing up of the detailed themes of the public internal audit mission

The detailed themes include all the selected auditable domains/objects (objectives to achieve); the document containing the themes is signed by the head of the public internal audit compartment and communicated to the main responsible persons of the audited entity/structure, during the opening session. 

8.7.1. Public internal audit programme

 The public internal audit programme is an internal working document of the public internal audit compartment, which is drawn up on the basis of the detailed themes. For each objective of the detailed themes, it includes definite actions to be carried out on purpose to reach the objective, as well as the actions assigned to each internal auditor.

The public internal audit programme has the following goals:

a) to assure the chief of the public internal audit compartment that all the aspects concerning the objectives of the public internal audit mission have been taken into consideration; 

b) to assign the tasks and to plan the activities, which is done by the supervisor.

8.7.2 Preliminary programme of the on the spot interventions 

The preliminary programme of the on the spot interventions is drawn up on the basis of the public internal audit programme and presents in a detailed manner the works that the internal auditors intend to carry out, respectively the surveys, the quantification and the tests, their validation with probative materials, and the periods when such on the spot verifications are carried out.  

8.8. Opening of the on the spot intervention 

8.8.1.  Opening session
The opening session of the on the spot intervention takes place at the audited unit, and it reunites the internal auditors and audited entity/structure staff. 

The agenda of the opening session must include:

a) internal auditors’ presentation; 

b) presentation of the objectives of the public internal audit mission; 

c) setting of the reporting deadlines as far as the stage of verifications is concerned;

d) presentation of detailed themes ;  

e) acceptance of the meetings calendar; 

f) assurance of the material conditions required in the performance of the public internal audit mission.  

The audited entity may require that the audit mission be adjourned, in justified cases (special interests, lack of time, other circumstances). The adjournment must be discussed with the public internal audit compartment and notified the manager of the public entity.

8.8.2. Opening session Minutes
The opening session date, the participants, the important aspects discussed must be registered in the opening session Minutes.

8.9.Notification on the performance of the on the spot interventions 

The public internal audit compartment must notify the audited entity/structure on the program of on the spot verifications, including the periods when they have been performed. At the same time it must transmit the Internal Audit Chart as well.

9. On the spot intervention (on site work)

9.1. Definition and phases 

The on the spot intervention involves gathering, analysing and assessing documents.

The on the spot intervention includes the following phases:

a) getting familiar with the activity/system/process subject to verification and studying the related procedures;

b) interviewing the audited staff;

c) verifying the accounting records;

d) analysing data and information;

e) assessing the efficiency and effectiveness of the internal controls;

f) performing tests;

g) verifying the way in which the corrections of the actions mentioned in the previous audits were made (verifying the corrections made) 

9.2. Internal audit techniques and instruments 

9.2.1. Main internal audit techniques 

9.2.1.1.Verification – it provides insurance concerning the validation, confirmation, accuracy of the records, documents, statements, their conformity with the laws and regulations, as well as the effectiveness of internal controls.

The verification techniques are:
a) Comparison: it confirms the identity of a piece of information after it has been obtained from two or several different sources;

b) Examination: it supposes the monitoring, especially with regard to the detection of errors or irregularities; 

c) Recalculation: verification of the mathematical calculation;

d) Confirmation: solicitation of information from two or several independent sources (the third party) on purpose to validate it;

e) Coming to an agreement: the process of matching two different categories of records;

f) Guaranteeing: certifying the reality of the transactions recorded, by means of documents examination, from the recorded item to the justifying documents; 

g) Monitoring: verification of the procedures from the justifying documents to the recorded item. The purpose of the monitoring is to verify whether all the real transactions have been recorded.

9.2.1.2. The physical observation is the manner in which the internal auditors form their own opinion.

9.2.1.3 The interview if effected by the internal auditors, by interviewing the audited/involved/interested persons. The information obtained must be confirmed by documents.

9.2.1.4. The analysis consists in breaking up an entity into constituent elements, which can be isolated, quantified and distinctly measured.
9.2.2. Main internal audit instruments 

9.2.2.1. The Questionnaire includes the questions that the internal auditors formulate. The types of questionnaires are:


a) familiarisation Questionnaire (FQ) – it includes questions concerning the social and economic context, the internal organisation, the operation of the audited entity/structure;

b) Internal Control Questionnaire (ICQ) – it guides the internal auditors in their objective identification of the malfunctions and real causes of such malfunctions;

c) Questionnaire-Verification List (QVL) – it is used in order to determine the conditions that each auditable domain must accomplish. It includes a set of standard questions on the objects that were defined, on the responsibilities and methods, on the financial, technical and informing means, on the existing human resources.

9.2.2.2.Audit Circuit Presentation Table (audit trail), which allows:

· To determine the information flows, attributions and related responsibilities;

· To determine the complete justifying documentation;

· To trace up operations, from the total amount up to individual details and conversely.

9.2.2.3. Forms for the public internal audit findings – they are used for a justified presentation of the public internal audit findings. 

a) Problem Identification and Analysis Form (PIAF)  - it is drawn up for each malfunction established. It summarises the problem, the causes and the consequences, as well as the recommendations meant to fix the problem. The PIAF must be approved by the mission co-ordinator, confirmed by the representatives of the audited entity/structure and supervised by the head of the audit compartment (or by his/her deputy).

b) Establishing and reporting irregularities form – it is drawn up in the case when the internal auditors establish the existence or the possibility of occurrence of certain irregularities. It shall be immediately transmitted to the head of the public internal audit compartment, who, within 3 days, shall inform the manager of the public entity and the control structure entitled to carry out the verifications.

9.3.Public internal audit files 

The public internal audit files – by the information comprised , ensure the connection between the audit task, the on the spot intervention and the public internal audit report. The files underlie the formulation of the internal auditors’ conclusions. 

Types of public internal audit files: 

a) The permanent file is made up of the following sections:

Section A – the public internal audit report and its annexes:  

· the service order ;

· the independence statement;

· reports (intermediary, final, synthesis of  the recommendations);

· problem identification and analysis forms (PIAF);

· establishing and reporting irregularities;

· audit programme.

Section B – Administrative:

- notification on the initiation of the public internal audit mission;


- opening session Minutes; 

- conciliation reunion Minutes;

- closing session Minutes;


- correspondence exchanged with the audited entity/structure.

Section C – public internal audit mission documentation:
· internal strategies;

· applicable rules, regulations and laws;

· working procedures;

· materials presenting the audited entity/structure (duties, responsibilities, number of employees, job descriptions, organisation chart, nature and location of the accounting records);

· financial information;

· external and previous public internal audit reports;

· information on the key positions/operations flows;

· risk analysis documentation.

Section D – Supervising and revision of the progress of the public internal audit mission and of its results:

- revision of the public internal audit report;                           


- internal auditors’ answers as to the revision of the public internal audit report.        

b) Working documents file – it includes photocopies of the justifying documentation, excerpts, which must confirm and support the internal auditors conclusions. The file is indexed by attribution of letters and figures (E,F,G,…)  for each audit section/objective within the Audit Programme. The indexing must be simple and easy to follow.

9.4. Revision

The revision will be carried out by the internal auditors, before the elaboration of the draft public internal audit report, in order to ensure the suitable preparation of the working documents. 

9.5. Preserving and archiving the public internal audit files 

The public internal audit files are the property of the public entity and are confidential. They must be preserved until the recommendations in the public internal audit report have been implemented, after that they are to be archived according to the legal regulations on the archives.

9.6. The purpose of the concluding session of the on the spot intervention is the presentation of the internal auditors’ opinion, the presentation of the final recommendations in the public internal audit report and of the calendar of implementation of the recommendations. A minutes of the closing session shall be drawn up.

10.  Public internal audit Report

10.1. Elaboration of the draft of the public internal audit Report (intermediary report)

The following requirements must be complied with at the elaboration of the public internal audit report:
a) the findings must belong to the domain /objectives of the public internal audit mission and be sustained by proper justifying documents; 

b) the recommendations must comply with the findings and determine the potential risks diminution;
c) the report must express the internal auditor’s opinion, based on the findings;
d) it is drawn up on the basis of the PIAFs.

The following principles must be complied with when the public internal audit Report is  drawn up:

a) the findings must be presented in a relevant and incontestable manner;

b) the imprecise expressions must be avoided (it seems, generally, sometimes, obviously) as well as the elliptical expression style and the abstract language;

c) promotion of the most common language and of a correct expression style;

d) the polemical, offending and tendentious tone must be avoided;

e) findings ranking (exclusively the important ones must be presented in the synthesis or conclusions);

f) highlighting of the positive aspects and of the improvements established since the last public internal audit mission.

10.2. Structure of the draft of the public internal audit Report

The draft of the public internal audit Report must include as a minimum the following elements:

a) the purpose and objectives of the public internal audit mission;

b) the identification data of the public internal audit mission (legal basis, Service Order, auditing team, audited organisational unit/structure, duration of the auditing action, audited period);

c) way of carrying out of the internal audit action (survey/exhaustively, gathering documentary materials; procedures, methods and techniques used; documents/materials examined; materials drawn up during the public internal audit mission);

d) findings carried out;  

e) conclusions and recommendations;

f) the annexed documentation (explanatory notes; information notes; situations, deeds, documents and any other as proof or justifying material).

10.3. Transmission of the draft of the public internal audit Report

 The draft of the public internal audit Report will be transmitted to the audited structure, and this structure may send a document containing its points of view within maximum 15 days since the receiving. The internal auditors must analyse the points of view received.

10.4. Conciliation meeting

Within 10 days since the receiving of the document containing the points of view, the internal auditors organise the conciliation meeting with the audited structure for analysing the findings and conclusions  in order to accept the recommendations formulated. A minutes on the the conciliation meeting will be drawn up.

10.5.  Elaboration of the public internal audit Report 
The public internal audit Report must include the modification discussed and agreed upon during the conciliation meeting. The public internal audit report will be accompanied by a synthesis of the main findings and recommendations. 

The head of the public internal audit compartment must inform the CHUPIA or the hierarchical body immediately superior on the recommendations that have not been approved by the manager of the public entity. These recommendations must be accompanied by the supporting documentation.

10.6. Dissemination of the public internal audit Report 

The head of the public internal audit compartment sends the final form of the public internal audit Report, together with the results of the conciliation and the point of view of the audited entity/structure, to the public entity manager who approved the mission, for analysis and endorsement.

 For the small public institution, the public internal audit report is transmitted for endorsement to its manager.

 After the endorsement of the recommendations included in the public internal audit report, these recommendations will be communicated to the audited structure.

The Court of Accounts has the right of access to the public internal audit Report during the verifications that it carries out.

11. Monitoring of the recommendations 

The objective of this phase is to ensure that the recommendations mentioned in the public internal audit Report are exactly and efficaciously applied, within the stipulated terms and that the management has assessed the risk of non application of these recommendations.

The audited structure must inform the public internal audit compartment on the modality of implementation of the recommendations. 

11.1. Responsibility of the audited structure


The responsibility of the audited structure as to the application of the recommendations lies in:

· elaboration of a plan of action, accompanied by a calendar with regard to  its accomplishment;

· appointing the persons in charge for each recommendation;

· implementation of the recommendations;

· regular communication on the progress of the actions;

· assessment of the results obtained.

11.2. Responsibility of the public internal audit compartment

The public internal audit compartment verifies and reports to the CHIUPIA or to the hierarchical body immediately superior, as the case may be, on the progress recorded when the recommendations have been implemented. 

The public internal audit compartment shall communicate to the manager of the public entity, on the implementation stage as to the recommendations.

12. Supervision of the public internal audit mission

The head of the public internal audit compartment is responsible for the supervision of all the phases of execution of the public internal audit mission. 

The purpose of the supervision action is to guarantee that the objectives of the public internal audit mission have been reached in good quality conditions, as follows:

a) it offers the instructions necessary (adequate) to the carrying out of the audit mission;

b) it verifies the correct execution of the programme of the audit mission;

c) it verifies the existence of the elements of proof;

d) it verifies if the public internal audit report, the intermediary as well as the final one, is drawn up in an exact, clear and concise manner and within the stipulated terms.

If the head of the public internal audit compartment is involved in the audit mission, the supervision is provided by an internal auditor designated by the first one.

PART  III  PROCEDURAL GUIDELINES

13. PROCEDURE P - 01 SERVICE ORDER

Purpose:


To distribute the job tasks to the internal auditors enabling them to start the public internal audit mission.

Background:

The Service Order represents the intervention mandate given by the public internal audit compartment and it is drawn up by the head of this compartment, on the basis of the annual public internal audit plan. 

Procedure:


	Head of the public internal audit Compartment
	1. Distributes the job tasks to each internal auditor;

2. Draws up the Service Order on the basis of the annual public internal audit plan.

	Secretarial staff
	3. Gives a number to the Service Order;

4. Provides copies of the Service Order for each member of the audit team.

	Auditors
	5. Acknowledge the Service Order and the tasks distributed. 


Example

Model A-01

Public entity

No ……. Date ………

SERVICE ORDER

In accordance with the provisions ……. and with the public internal audit annual plan, a mission of public internal audit will be carried out at ……….. during the period …….. The purpose of the audit mission is …….., and its objectives are ……..

We are mentioning that an audit ………………..will be carried out will be

The public internal audit team if formed of the following auditors ……...

The Head of the public internal audit Compartment

14. PROCEDURE P – 02 INDEPENDENCE STATEMENT

Purpose:

To prove the auditors’ independence towards the audited entity/structure.

Background: 

On purpose to appoint the internal auditors, who will carry out the public internal audit mission, their incompatibilities will be verified. Therefore, an auditor will not be appointed if there are personal incompatibilities, unless his designation is imperiously necessary and in this case the head of the public internal audit compartment has to justify the appointment. Should a real or possible incompatibility appear during the execution of an audit mission, the auditors must inform immediately the management.

Procedure:

	Auditors
	1. Fill in the Independence Statement – Model A02;

	Head of compartment 
	2.  Verifies the Independence Statement; 

3. Identifies the incompatibility detected by the auditors and determines the manner of its attenuation.

	
	4.  Approves the Independence Statements;

	Auditors
	5.  Integrate the Independence Statement within the audit file;

6. If a real or possible incompatibility appear during the execution of an audit mission, they inform immediately the management.


INDEPENDENCE STATEMENT — Model A-02

Public entity ……..







To be filled in by the auditors, including the advisers:

Full name .........................................................       
Date ...........

Public internal audit mission …………………………………….

	Incompatibilities 

	In connection with the audited entity/structure ……..
	Yes
	No

	Have you had/have you any financial or personal official relationship with someone who could limit the extent to which you may inquire for, discover or establish audit weaknesses of any kind?
	
	

	Have you preconceived ideas towards persons, groups, organisations or objectives which could influence you during the audit mission?
	
	

	Have you had/have you functions or have you been/are you involved during the last 3 years in a different way in the activity of the entity/structure to be audited?
	
	

	Have you responsibilities in the execution of the programs and projects, integrally or partially financed by the European Union?
	
	

	Have you been involved in the elaboration and implementation of the control systems of the entity/structure to be audited?
	
	

	Are you husband/wife or a relative up to the fourth degree, included, of the manager of the entity/structure to be audited or of the members of the executive board?
	
	

	Have you any political, social connection, resulted from a former employment or from receiving dues from a certain group, organisation or governmental level?
	
	

	Have you ever approved invoices, payment orders, and other payment instruments for the entity/structure to be audited?
	
	

	Have you previously carried out the accountancy of the entity/structure to be audited?
	
	

	Have you any direct or indirect financial interest in the entity/structure to be audited?
	
	

	If during the audit mission, any personal, external or organising incompatibility that could affect your capacity to work and make impartial reports appear, do you notify immediately the head of the public internal audit Compartment?
	
	


Auditor,                                             Head of the public internal audit Compartment,

Model A-02

Public entity


To be filled in by the Head of Compartment 

1. Personal incompatibilities  (to be written down the ones from the previous page)

2. Can the incompatibilities be negotiated/diminished?

If so, explain how

Date and signature

15. PROCEDURE P – 03   NOTIFICATION ON THE STARTING OF THE PUBLIC INTERNAL AUDIT MISSION 

Purpose:


To inform the audited entity/structure on the starting of the public internal audit mission.

Background:

The notification of the audited entity/structure is meant to ensure the proper execution of the audit procedures.

Procedure:

	Auditors
	1.Prepare the notification note to the interested parties, and transmit it 15 days before the starting of the public internal audit mission;

	Head of the audit compartment 
	2. Verifies the notification note;

3. Signs the notification note;

	Secretarial staff


	4. Gives a number to the  notification note and transmits it to the audited entity/structure;

	Auditors
	5. Include the domains of interest (if communicated) in the audit programme;

6. Integrate the copy of the  notification note in the permanent file.


	Model B-01

Public entity

Date

NOTIFICATION ON THE STARTING OF THE PUBLIC INTERNAL AUDIT MISSION

To     the interested parties

From the Head of the public internal audit compartment

Ref.        Denomination of the public internal audit mission

Dear ..........................

      In accordance with the public internal audit annual plan, during the period ……….. a mission of public internal audit will be carried out, on the subject …… at (denomination of the audited entity/structure).

        The audit will examine the responsibilities assumed by (denomination of the audited entity/structure) and will determine if it accomplishes its obligations in an efficient and effective manner.

        We will subsequently contact you in order to agree upon an opening meeting to discuss the various aspects of the audit mission, including:

· presentation of the auditors;

· presentation of the main objectives of the public internal audit mission;

· programme of the intervention on the spot;

· purpose of the public internal audit mission;

· other aspects.

        For a better comprehension of your activity, we kindly ask you to make us available the following necessary documentation:…………………

        If certain questions on this action arise, please contact (auditor’s name) or me.

Best regards                                                                                         Date

-----------------                                                                                   -----------

Head of the public internal audit compartment 




16. PROCEDURE P–04 INFORMATION GATHERING AND PROCESSING

Purpose:

Knowledge of the auditable field helps the auditor to familiarise himself with the audited entity /structure. The gathering of the information facilitates the risk analysis and verification procedures . 

Background:

The gathering of information represents the preparation of the information in order to carry out  the risk analysis and  identify the necessary, reliable, pertinent and useful information so that the objectives of the public internal audit mission are achieved. 

Information gathering supposes:

- the identification of the principal elements of the institutional and socio-economic context where the audited entity /structure carries out its activity;

- the analysis of the normative framework which regulates  the activity  of the audited entity/structure;

- the analysis of the audited entity/structure and its activities (organisation chart, functioning regulations, job descriptions, written procedures);

- the analysis of the factors that might prevent the good progress of the public internal audit mission;

- the identification of the key points of the functioning of the audited entity/structure and of its control systems, for a preliminary evaluation of the strong and weak points;

- the identification of the significant findings and recommendations from the previous audit reports that may affect the way  the purposes of the public internal audit mission are established;

-  the identification and evaluation of the significant risks;

-  the identification of the potential information sources that might be used as audit tests and the examination of the validity and credibility of this information.
Procedure:

	Auditors
	1. Identify the laws and  regulations that can be applied to the audited entity/structure;

2. Obtain the organisation chart, functioning regulations, job descriptions, written procedures of the audited entity/structure;

3. Identify the responsible personnel; 

4. Identify the documents flow chart;

5. Obtain copies of the previous audit reports;

6. Gather statistical data on performance in order to offer support in the risk analysis phase; 

7. Get familiarised with the activity carried out by the audited entity/structure;



	Head of the Public Internal Audit Compartment
	8.  Revises the documentation;

9. Organises a meeting in order to determine the auditable objectives and risk analysis criteria. Re-evaluates the way the objectives, audit purpose and methodology, as the case may be, were established.


17. PROCEDURE P – 05 RISK ANALYSIS

Purpose:

The risk analysis represents a major step in the public internal audit process, whose purposes are: to identify the dangers within the audited entity/structure, to assess whether the internal controls or procedures of the audited entity/structure can prevent, eliminate or minimise the dangers, and to assess the internal control structure/evolution of the audited entity/structure.

Background:

It represents a starting point in the elaboration of the “ strong and weak points” table.
The risk assessment is based on two estimations:

· the degree of the loss importance that may result from the risk (or from its direct or indirect consequences);

· the probability that the risk might reappear (a notion that is formally quantified).

The potential risks can be materialised in audit recommendations, the latter depending on the results of the previous controls, tests and verifications.

The strong and weak points are expressed both qualitatively and quantitatively, depending on the expected results and the conditions of obtaining them. 

A strong or weak point must be expressed according to an internal control objective or an expected feature, in order to assure the good functioning of the audited entity/structure or the achievement of an expected result.

Procedure:

	Auditors
	1. As a result of the activity carried out during the information gathering and processing phase, they prepare  a centralising list of auditable objectives;

2. Identify the menaces (risks) associated to these operations/activities;

3.  Establish the risk analysis criteria;

4.  Establish the importance of each risk criterion;

5.  Establish the risks level for each criterion that is used;

6.  Establish the total score of the criterion that is used;

7. Rank the risks on the basis of the total scores obtained;

8. Rank the operations of the activities that are to be audited, and elaborate the strong and weak points table;

9. Transmit the strong and weak points table and the findings to the head of the Public Internal Audit Compartment;

	Head of the Public Internal Audit Compartment
	10. Organises a meeting in order to determine the audit objectives and the risk analysis criteria. Re-evaluates the way the objectives, audit purpose and methodology, as the case may be, were established;

11. Expresses his authorised opinion concerning the strong and weak points table and the Problem Identification and Analysis Form initiated for each potential control.

	Auditors
	12. File the strong and weak points table within the permanent file, section C.


Example

Public Entity 

Model C-01 ” STRONG AND WEAK POINTS” Table

	Audit mission denomination..........
	The period for which the audit was performed …………………………….

	
	Drawn up by..…….     Date………

	
	Approved by....……           Date………

	
	


	Field
	Objectives
	Risks
	Opinion
	Remarks

	
	
	
	SP/wp
	Consequences
	Reliance
degree
	

	
	
	
	
	
	
	


Internal control assessment guide

	The internal control is
	If

	WEAK
	• the management and/ or the personnel proves a non-co-operative and careless attitude towards the conformity, file preservation or external revisions.

• the previous audits or preliminary studies revealed significant problems.

• the analysis reveals that there are no adequate and sufficient control techniques in force

• the internal control procedures  are missing or they are very little used.

	ADEQUATE
	• the management and/ or the personnel proves a co-operative attitude towards the conformity, file preservation or external revisions.

• the previous audits or preliminary studies revealed certain problems, but the management took remedy steps and answered in a satisfying manner to the audit recommendations. 

• the analysis reveals that there are adequate and sufficient control techniques in force

	STRONG
	• the management and/ or the personnel proves a constructive attitude and show the preoccupation to anticipate and avoid the problems.

• the previous audits and preliminary studies did not reveal any kind of problems.

• the analysis shows that there are numerous and efficient internal control techniques in force.

• the procedures are supported by documents.


18. PROCEDURE P - 06 AUDIT PROGRAMME ELABORATION

Purpose:

It assures the manager of the public internal audit compartment that all the aspects concerning the objectives of the public internal audit mission have been taken into account and also assures the assignment of tasks to auditors and planning of activities, which is done by the supervisor. 

Background:

The audit programme is an working internal document of the public internal audit Compartment, which is drawn up according to the detailed themes. It comprises for each objective of the detailed themes the concrete steps that must be taken in order to achieve the objective, as well as their assignment to each internal auditor.

The preliminary programme of the on the spot interventions is drawn up according to the public internal audit programme and presents in a detailed manner the works that the internal auditors intend to carry out, respectively the studies, quantification, tests, their validation according to probative materials and the periods when these tests are performed on the spot.  
Procedure:

	Auditors
	1.Prepare the audit program,  including the following elements:

      -   the objectives of the audit;

      -   the tests that will be performed;

      -  other audit procedures and tests, as the case may be.

2.Prepare a Note with the following annexes:

· Data gathering and processing;

· „Strong and weak points” table;

     -   Preliminary programme for the on the spot interventions.

	Head of the Audit compartment


	3.Organises the analysis meeting.

4.Verifies the Note and its annexes.

5.Analyses and modifies the submitted documents, as the case may be.

6. Approves the Note and annexes.

	Auditors
	7. File the audit programme  -Model A-03.

8. Use the audit programme to carry out the mission.


Example

Model A-03

Public entity 






THE AUDIT PROGRAMME

	Audit mission denomination..........
	The period for which the audit was performed …………………………….

	
	Drawn up by..…….     Date………

	
	Approved by....……           Date………


	OBJECTIVES
	Activities
	  Period
	The persons

involved
	Place of works

	General theme
	
	
	
	

	……..
	
	
	
	

	Objectives:
	
	
	
	

	A. Objective stated (A)
	
	
	
	

	B. Objective stated (B)
	
	
	
	

	
	1. Service order
	
	Head of the public internal audit compartment 
	Public entity

	
	2.Independence statement
	
	Auditors
	Public entity

	
	3. Notification
	
	Auditors
	Public entity

	Objective A
	
	
	
	

	
	 Information gathering and processing
	
	Auditors
	Public entity/ Audited entity

	
	     -test 1
	
	
	

	
	     - test 2
	
	
	

	
	    ……
	
	
	

	
	 Test processing
	
	Auditors
	Public entity/ Audited entity

	
	 Drawing up the FIAP
	
	
	

	
	 Evidence gathering
	
	
	

	
	 Finding and reporting the irregularities
	
	Auditors
	Public entity

	
	 Drawing up the irregularities finding and reporting Form
	
	
	

	
	 Document revision 
	
	Auditors
	Public entity

	
	 Filing
	
	Auditors
	Public entity


	Objective B
	 Information gathering and processing
	
	Auditors
	Public entity/ Audited entity

	
	     -test 1
	
	
	

	
	     - test 2
	
	
	

	
	    ……
	
	
	

	
	Test processing
	
	Auditors
	Public entity/ Audited entity

	
	 Drawing up FIAP 
	
	
	

	
	 Evidence gathering 
	
	
	

	
	 Finding and reporting the irregularities
	
	Auditors
	Public entity

	
	 Drawing the irregularities finding and reporting Form
	
	
	

	
	  Document revision
	
	Auditors
	Public entity

	
	Filing

            
	
	Auditors
	Public entity

	
	 4. Closing meeting
	
	Auditors
	Public entity/ Audited entity

	
	5. Drawing up of the draft Report
	
	Auditors
	Public entity

	
	6. Transmission of the draft Report 
	
	Head of the public internal audit compartment
	Public entity

	
	7. Conciliation meeting
	
	Auditors
	Public entity/ Audited entity

	
	8. Final audit report 
	
	Auditors
	Public entity

	
	9. Audit report dissemination
	
	Auditors
	Public entity

	
	10. Recommendation examination
	
	Auditors
	Public entity


Model A03-1

B. ON THE SPOT INTERVENTION PROGRAMME

	Audit mission denomination..........
	The period for which the audit was performed …………………………….

	
	Drawn up by..…….     Date………

	
	Approved by....……           Date………

	Objectives
	Test type
	Testing place
	Test period
	Auditors

	
	
	
	
	

	
	
	
	
	


19. PROCEDURE P – 07 OPENING MEETING

Purpose:

To perform an opening meeting with the representatives of (the audited entity/structure denomination) in order to discuss the audit purpose, the established objectives and the working modalities concerning the audit.

Background:

The  opening meeting is considered to be a beginning meeting of the audit mission. The opening meeting agenda will comprise:

- presentation of the auditors; 

- presentation of the audit mission objectives; 

- establishment of the deadlines for reporting the progress of the tests ;

- detailed presentation of the themes;  

- acceptance of the meetings calendar; 

- analysis and acceptance of the auditor chart;

- providing material conditions necessary for the progress of the mission.
Procedure:

	Auditors
	1.Contact, by phone, the audited entity/structure in order to establish the date of the meeting.

	Head of the public internal audit compartment

Auditors

Representatives of the audited entity/structure
	2. Attend the opening meeting.

	Auditors
	3.Draw up the Minutes of the opening meeting (Model B-02) with the following structure:

A. General mentions

- the theme of the public internal audit mission;

- the audited period;

- the names of those who draw up the Minutes of the opening meeting;

- the name of the person assigned to verify the elaboration of the Minutes of the opening meeting according to the present procedure;

- The list of the participants in the opening meeting, including their name, position, direction and telephone number.

B. Shorthand report of the opening meeting:

- it comprises the detailed presentation of the Opening meeting discussions.

4. File the Minutes of the Opening meeting in the permanent file– Model B-02


Example
MINUTES OF THE OPENING MEETING

	Model B-02

Public entity

	A. General mentions 

	Theme of the audit mission:   Audit............... Audited period………

	Drawn up by………                                      Date………

	Verified by…………                                  Date………

	List of the participants:

Name           Position                   Direction   / Service            Phone no.

B. Shorthand report of the opening meeting

               


20. PROCEDURE P – 08 INFORMATION GATHERING

Purpose:

The collected information assure a sufficient, competent and relevant record and offer a reasonable base for the auditors’ findings and conclusions.

Background:

During the information gathering and processing phase, the auditors perform tests according to the approved Audit Program. The results of the activity carried out during this phase are the audit proofs according to which the auditors formulate findings, conclusions and recommendations.    

Procedure:

	Auditors
	1.Perform the tests and procedures established in the audit programme;

2.Estimate if the obtained evidence is sufficient, relevant, competent and useful;

3.Collect documents for the entire audit mission;

4.Put labels and numbers on all the documents;

5.Prepare the Problem Identification and Analysis Forms;

6.At the end of the information gathering phase, finalise the Problem Identification and Analysis Forms;

7.Transmit the Problem Identification and Analysis Forms

to the manager of the Public Internal Audit compartment;

8.File the documents used during the audit mission.

	Head of the Audit compartment 
	9. Analyses and approves the tests – Model A-04;

10.Revises and approves the Problem Identification and Analysis Forms – Model A-05;

	Auditors
	11.Put labels and numbers on the tests and file them – Model A-04 and the Problem Identification and Analysis Forms - Model A05- in the permanent file;


Example

Model A-04

Public entity

QUESTIONNAIRE – CHECK LIST






	Audit mission denomination..........
	The period for which the audit was performed …………………………….

	
	Drawn up by..…….     Date………

	
	Approved by....……           Date………


	Objective 1

      To evaluate the efficiency and effectiveness of the internal controls over the operations of the audited entity/structure in the following cycle of operations:

     -  payments

      - accountancy


	AUDIT ACTIVITY
	YES
	NO
	Auditors

	PAYMENTS
	
	
	

	1. verify if there are written procedures
	
	
	

	2.verify if the assignment of responsibilities and delegation of competencies are stated in the procedures
	
	
	

	3. control if the employees are informed of the procedures that are applied
	
	
	

	4. verify if the procedures assure the separation of responsibilities 
	
	
	

	5. verify if the procedures are approved
	
	
	

	6. verify if the procedures are updated
	
	
	

	7.verify if the control operations are accompanied by check-lists
	
	
	

	8. evaluate the quality of the check-lists 
	
	
	

	9. verify if the controls that were performed have been formalised (date, signature)
	
	
	


	10. control if the payment is compliant with the rate of exchange procedures
	
	
	

	11. monitor the payments with the bank  statements 
	
	
	

	12. monitor the payments in the general ledger and make sure that they are transcribed correctly 
	
	
	

	13. revise the procedures related to the payments that have  not been made
	
	
	

	14. verify if the assignment of responsibilities is established
	
	
	

	15. verify if the procedures assure the dissemination of responsibilities 
	
	
	

	16. verify if the senior accountant has a proper authority over the employees within the accountancy compartment 
	
	
	

	17. verify if the procedures are approved
	
	
	

	18. verify if the procedures are updated
	
	
	

	19. verify if the procedures establish and offer an explanation regarding both the accounting policy and procedures 
	
	
	

	20. verify if only the authorised persons can modify or establish new politics or procedures 
	
	
	

	21. control that the procedures regarding the statements include:

   a) the chart of accounts accompanied by explanations of the operations;

   b) the identification and description of the main accounting records, the periodical entries;

   c) the identification of employers’ positions that have the authority to approve that the entries are performed;

   d) explanations for the documents and needs to approve the different types of periodical and non-periodical transactions, as well as the  ledger entries;
	
	
	

	22. verify the training and approval of the positions for the ledger entries in order to control that they are separated 
	
	
	

	23. verify that all the ledger entries are revised and approved by the competent persons at the adequate levels 
	
	
	

	24. all the ledger entries are appropriately explained and accounted for
	
	
	

	25. the performed controls are formalised (date and signature)
	
	
	

	26. the financial reports are drawn up for the requested accounting periods 
	
	
	

	27. revise the procedures on the correction of the reports 
	
	
	

	28. revise the closing procedures
	
	
	

	29. verify if every bank account corresponds to an account in the ledgers
	
	
	

	30. revise the general ledger in order to verify if the transactions are registered in the correct account 
	
	
	

	31. verify the amounts by creditors and by debtors
	
	
	

	32. verify if the cheques in the ledger are registered in numerical order and if  missing ones are reported 
	
	
	


Model A-05

Public entity: ………………………………

Theme of the public internal audit mission:…………

Auditor’s name:

Performance date:
PROBLEM IDENTIFICATION AND ANALYSIS FORM

                                                              No. ……………..

1. Problem: ……………………………………………..

2. Findings: ……………………………………………..

3. Causes: ………………………………………………….

4. Consequences: …………………………………………….

Recommendations and suggested solutions: ……………………….

Drawn up by:

            Supervised                            For conformity:









       
      Audited entity
                      

……………                           …………………                      …..……………..

21. PROCEDURE P – 09 FINDING AND REPORTING THE IRREGULARITIES
Purpose:

To furnish a guide in case irregularities are discovered 

Background:

When the auditors reach the conclusion, based on the PIAFs, that an irregularity has been committed, they must report, the following day at the latest, to the manager of the public internal audit compartment by transmitting the irregularity finding and reporting Form. 

Procedure:

	Auditors
	1.Report, the following day at the latest, to the manager of the public internal audit compartment any irregularity identified, by transmitting the irregularity finding and reporting Form.

	Head of the public internal audit compartment
	2. Informs, within 3 days, the manager of the public entity and the authorised control structure so that they continue the verifications.


IRREGULARITY FINDING AND REPORTING FORM

Model A-06

Public entity

In the attention of: the head of public internal audit compartment 

Following the public internal audit mission ……………………….performed at …………………………………………………… the following facts have been established:

         a) the finding (the infringement);

         b) the normative act(s) that was/were infringed; 

         c) the recommendations ;

         d) the annexes.

Auditor …..…….

Date …/…/……. 

22. PROCEDURE P – 10 REVISION OF THE WORKING DOCUMENTS 

Purpose:

To make sure that the documents are appropriately prepared and that they provide an adequate support for the activity performed and for the evidence gathered during the audit mission.

Background:

The auditors re-examine the PIAFs and working documents from the format and contents point of view, making sure that the audit evidence presented in the documents of file can pass the evidence test. In order to pass the test, the evidence must be sufficient, concluding and relevant.

Procedure:

	Auditors
	1. As the audit progresses, they put labels and numbers on all the documents.

2. Assess whether the PIAFs and working documents assure an appropriate support for the public internal audit mission.

3. Revise the works from the format and contents point of view and assess whether the PIAFs and working documents can pass the evidence test.

4. Make the necessary modifications of the documents.

5. Draw up the centralising Note of the activity documents – Model C-02




Model C-02

Public entity …………………. …………       Audited entity

CENTRALISING NOTE OF THE WORKING DOCUMENTS

	Audit mission denomination..........
	The period for which the audit was performed …………………………….

	
	Drawn up by..…….     Date………


	Finding
	Justifying Document 
	Exists
	Auditors

	
	
	Yes
	No
	

	Section E
	
	
	
	

	……………..
	
	
	
	

	
	
	
	
	

	Section F
	
	
	
	

	……………….
	
	
	
	

	
	
	
	
	




























Auditors,

23. PROCEDURE P – 11 CLOSING MEETING

Purpose:


Allows the internal auditors to present their opinion and final recommendations within the public internal audit draft report to the audited entity/structure.

Background:

To make sure that the Audit Report is clear, objective, substantiated, relevant, that is:

- Clear: it must be easy to understand, evident, not to allow interpretations;

- Objective: not to take sides;

- Substantiated: each finding must be based on justifying documents and make reference to the incident legal text;

- Relevant: the reported aspects must help the management of the audited entity/structure in the process of making managerial decisions in order to eliminate the identified deficiencies.

Procedure:

	Secretary’s office
	1. Plan the closing meeting

	Head of the public internal audit compartment 

Auditors

Managers of the audited entity/structure
	2. Attend the closing meeting. The managers of the audited entity/structure state their opinion on the auditors’ findings, conclusions and recommendations, as well as the corrections that must be made.

	Auditors
	3. Summarise the discussions in a Minutes of the closing meeting.

	Head of the Public internal audit compartment 

Auditors
	4. Agree upon the modifications of the audit report, if needed.

	Auditors
	5.Prepare the supplementary documents necessary to justify the modifications of the audit report.

6.File all the approved modifications of the audit report, the Minutes of the closing meeting– Model B-03 and re-examine the draft audit report. 


Example

MINUTES OF THE CLOSING MEETING

	Model B-03

Public entity

	A. General mentions 

	Theme of the audit mission:   The audit ............... The audited period ………

	Drawn up by………                                      Date………

	Verified by…………                                  Date………

	List of participants:

Name           Position                   Direction  / Service            Phone no.

B. Conclusions:

               


24. PROCEDURE P – 12 DRAFTING THE AUDIT REPORT 

Purpose:

It presents the general framework, objectives, findings, conclusions and recommendations of the public internal auditors.

Background:

In order to draw up the public internal audit report, the auditor uses the audit evidence reported in the Problem identification and analysis forms and Irregularity finding and reporting form.

Procedure:

	Auditors
	1.Draw up the draft audit report by using the format mentioned below;

2.Indicate the corresponding evidence for each finding within the audit draft report 

3.Transmit the audit draft report to the head of the public internal audit compartment, together with the evidence resulted after the findings;

	Head of the Public internal audit compartment


	4.Analyses the draft audit report; 

5.Establishes if the entire draft or only some parts of it must be send to the juridical compartment in order to be revised from a juridical point of view;

	Auditors
	6.Perform the modifications proposed by the head of the public internal audit compartment;

7.File the draft audit report - Model A-07, including the corrections approved by the manager of the public internal audit compartment.


Model A-07-1

Public entity

Title page and contents

Represents the page on which the denomination of the public internal audit mission is mentioned. The reports will comprise a summary of the activities and documents. 

Signature

The audit report is signed on each page by each member of the auditors team. The last page of the report is also signed by the head of the public internal audit compartment.

Introduction

It describes the audit type and legal base of the mission (the annual audit plan, special recommendations).

It presents the identification data of the public internal audit mission (the service order, auditors team, audited entity/structure, duration of the audit operation, period for which the audit is performed).

It identifies the audited activity and presents synthetic information on the public internal audit mission.

It presents the way the public internal audit mission has been carried out (the character of the public internal audit mission: survey/exhaustive, documentation; procedures, methods, techniques that were used; material documents examined during the public internal audit mission; materials that were drawn up during the public internal audit mission).

It makes reference to the recommendations of previous public internal audit missions that were not implemented up to the moment of the present public internal audit mission.

Establishment of the objectives

The audit objectives presented in the Public internal audit report coincide with those registered in the audit programme.

Establishment of the methodology

It explain the public internal audit techniques and instruments used in order to reach the objectives of the public internal audit mission. 

Audit findings and recommendations 

The auditor must formulate his opinion upon the audit objectives in the order in which they were established in the Audit programme.

The findings performed must be presented synthetically, with explicit reference to the annexes to the internal audit report. The positive findings are presented distinctly from the negative ones, in order to generalise the positive aspects, on one hand, and to identify the elimination modalities of the established deficiencies, on the other.

The audit team elaborates their opinions on the basis of the findings that were made, which have a substantiated character. They must be pertinent and not disproportionate in comparison with the findings on which they are based.  

 The recommendations within the Audit report must be feasible and economic and they must have an important significance degree regarding the predictable effect on the audited entity/structure. They must have a forecasting character and, on this base, one of prevention of the eventual malfunctions or negative tendencies that might appear at the level of the audited entity/structure. They must also contribute to the creation of systems meant to develop the activity of the audited entity/structure and to increase the management performance. 

Each recommendation must be elaborated according to the following structure:

1) Facts; 

2) Criteria, causes, effect; 

3) Recommendations. 

They will be drawn up clearly and concisely for each deficiency identified. The recommendations will be presented according to the priority level set in the Problem Identification and Analysis Report: major, medium and minor.

25. PROCEDURE P – 13 TRANSMISSION OF THE DRAFT INTERNAL AUDIT REPORT 

Purpose:

To make possible for the audited entity/structure to analyse the draft audit report and to formulate an opinion on the audit findings and recommendations. 

Background:

The draft audit report transmitted to the audited entity/structure must be complete, comprising all proofs of the facts, opinions and conclusions to which a reference is made.

Procedure:

	Manager of the public internal audit compartment 
	1.Transmits the draft audit report to the audited entity/structure.

	Audited entity/structure
	2. Analyses the draft audit report.

3. Solicits, if needed, a Conciliation meeting.

4.Transmits its point of view regarding the draft audit report within 15 days of its reception. 

	Auditors

Head of the public internal audit compartment
	5. Revise the answers received from the audited entity/structure.

6. Discuss on the preparation of a Conciliation meeting, if needed.

	Auditors
	7. Specify in the audit report, if needed, the aspects that were retained from the audited entity/structure point of view.

8. File the audited entity/structure point of view. 


26. PROCEDURE P- 14 CONCILIATION MEETING

Purpose:

Acceptance of the auditors’ findings and recommendations in The public internal audit report draft and presentation of the recommendations implementation calendar. 

Background:

The auditors prepare the Conciliation meeting.

Procedure:

	Auditors
	1. Prepare, within 10 days of the reception of the point of view of the audited entity/structure, the Conciliation meeting.

2. Inform the audited entity/structure of the place and date of the Conciliation meeting.

3. Draw up a Minutes of the Conciliation reunion.

	Auditors

Audited entity/structure
	4. Analyse the findings and conclusions from the draft audit report on purpose to accept the recommendations that were formulated.


Example

MINUTES OF THE CONCILIATION REUNION

	Model B-04

Public entity



	
A. General mentions 

	Theme of the audit mission:   The audit............... The period for which the audit was performed………

	Drawn up by……….                                      Date……..

	Verified by………….                                     Date……..

	List of participants:

Name           Position                   Direction   / Service            Phone no.

B. Conciliation results:

               


27. PROCEDURE P – 15 PUBLIC INTERNAL AUDIT REPORT

Purpose:

To process the audit report for it’s final editing and printing.

To make sure that the audit report is complete, including the audited entity/structure point of view. 

Background:

The auditors’ responsibilities are to assure a high quality presentation of the Audit report and to draw up a correct and complete dissemination list. 

Procedure:

	Auditors
	1.Make sure that all the modifications approved for the draft Report are performed;

2.Finalise the report;

3.Make sure that the diffusion list is complete and correct.


Model A07-2

Public entity

Title page and contents


Represents the page on which the denomination of the public internal audit mission is mentioned. The reports will comprise a summary of the activities and documents.  

Signature

The audit report is signed on each page by each member of the auditors team. The last page of the report is also signed by the manager of the Public internal audit compartment

Introduction

It describes the audit type and legal base of the audit mission (the annual audit plan, special recommendations).

It presents the identification data of the public internal audit mission (the service order, auditors team, audited entity/structure, duration of the audit operation, period for which the audit was performed).

It identifies the audited activity and presents synthetic information regarding the public internal audit mission.

It presents the way the public internal audit mission is carried out (the character of the public internal audit mission: survey/exhaustive, documentation; procedures, methods, techniques that were used; material documents examined during the public internal audit mission; materials that were drawn up during the public internal audit mission).

It makes reference to the recommendations of the previous public internal audit missions that were not implemented up to the moment of the present public internal audit mission.

Establishment of objectives
The audit objectives presented in the Public internal audit report coincide with those registered in the audit programme.

Establishment of methodology

It explains the public internal audit techniques and instruments used in order to reach the objectives of the public internal audit mission.  

Audit findings and recommendations

The eventual modifications established during the Conciliation meeting, as well as those proposed by the manager of the public internal audit compartment will be included in the final public internal audit report.

The auditor must formulate his opinion upon the audit objectives in the order in which they were established in the Audit programme.

The formulated findings must be presented synthetically, with explicit reference to the annexes to the internal audit report. The positive findings are presented distinctly from the negative ones, in order to generalise the positive aspects, on one hand, and to identify the elimination modalities of the established deficiencies, on the other.

The audit team elaborates their opinions on the basis of the findings that were made, which have a substantiated character. They must be pertinent and not disproportionate in comparison with the findings on which they are based.  

 The recommendations within the Audit report must be feasible and economic and they must have an important significance degree regarding the predictable effect on the audited entity/structure. They must have a forecasting character and, on this base, one of prevention of the eventual malfunctions or negative tendencies that might appear at the level of the audited entity/structure. They must also contribute to the creation of systems meant to develop the activity of the audited entity/structure and to increase the management performance. 

Each recommendation must be elaborated according to the following structure:

1) Facts; 

2) Criteria, causes, effect; 

3) Recommendations. 

They will be drawn up clearly and concisely for each deficiency identified. The recommendations will be presented according to the priority level set in the Problem Identification and Analysis Report: major, medium and minor.

28. PROCEDURE P – 16 SUPERVISION

Purpose:


To make sure that the objectives of the public internal audit mission were achieved in quality conditions. 

Background:


The manager of the public internal audit compartment is responsible for the supervision of the public internal audit mission.

Procedure:

	1. Auditors
	1.Present to the manager of the public internal audit compartment the documents from the permanent file of the public internal audit mission.

	Head of the public internal audit compartment
	2. Offers the necessary (adequate) instructions for the progress of the public internal audit mission;

3. Verifies the correct execution of the public internal audit programme;

4. Verifies if the probative elements exist;

5. Supervises the PIAFs;

6. Verifies if the public internal audit report was drawn up accurately, clearly and concisely;

7. Verifies if the public internal audit report is elaborated on the established deadline.


29. PROCEDURA P – 17 DISSEMINATION OF THE PUBLIC INTERNAL AUDIT REPORT 

Purpose:

To analyse and express an authorised opinion on the Audit report recommendations.

Background:

The final audit report must also comprise a synthesis of the findings and recommendations. For the small public institution, the public internal audit report is transmitted to its manager in order to receive an authorised opinion.

Procedures:

	Auditors
	1.Transmit the public internal audit report, conciliation results and point of view of the audited entity/structure to the manager of the audit compartment that approved the public internal audit mission

2. For the small public institution, the public internal audit report is transmitted to its manager in order to receive an authorised opinion.

	Head of the public internal audit compartment that  approved the audit mission 
	3. Signs and transmits the public internal audit report to the manager of the audited entity/structure. 

	Manager of the audited entity/structure
	4. Analyses and expresses hi/her authorised opinion on the public internal audit report. 

	Auditors
	5.Transmit the approved recommendations to the audited entity/structure.

6. Transmit a notification on the recommendations for which an authorised opinion was not expressed, accompanied by the supporting documentation, to the CHUPIA or the superior hierarchic body.


30. PROCEDURE P – 18 RECOMMENDATION MONITORING

Purpose:

Is to establish if the purpose and objectives of the public internal audit mission were formulated correctly. 

Background:

The recommendation monitoring performed by the internal auditors is a process through which the adequate character, effectiveness and opportunity of the operations carried out by the audited entity/structure management are ascertained according to the recommendations in the public internal audit report.  


Procedure:

	Auditors
	1.Draw up the recommendation monitoring report;

2.Verify that the recommendations are implemented on the established deadlines;

	Audited entity/structure


	3.Transmit to the auditors, on the established deadlines, an Informative note on the implementation stage of the recommendations in the public internal audit report;

	Head of The public internal audit compartment
	4. Transmits the stage of the progress made in the recommendations implementation, to the CHUPIA or superior hierarchic body.;

5.In case the implementation deadlines are not complied with, informs the public entity manager.


Example

Model A-08

Public entity

RECOMMENDATION MONITORING REPORT

	Public entity
	Direction/Service


	End of month



	Audited entity/structure
	
	
	Public internal audit mission


	Audit report no.



	Rec. no.
	Recommendation


	Implemented                  
	Partially implemented
	Non-implemented
	Planned date/Implementation date

	
	
	
	
	
	
	

	
	
	
	
	
	

	Instructions

1.Insert the audit recommendations according to the manner they are presented in the audit report.

2.Verify the corresponding column: implemented, partially implemented, non-implemented

3.Insert the date planned for implementation in the audit report and the implementation date.


	Audited entity/structure:

Date and manager’s signature

Auditor:

Date and signature


PART IV.  INTERNAL AUDIT CHART

A. PUBLIC INTERNAL AUDIT ROLE AND OBJECTIVES 
1. Internal audit role

The internal audit chart establishes the internal auditors’ rights and obligations and has as purpose to:

- inform about the audit objectives and methods;

- clear up the audit mission;

- establish the collaboration rules between the auditor and audited entity;

- promote the conduct policy rules.

The public internal audit, in compliance with the Law on public internal audit, is defined as an activity that is functionally independent and objective, that offers assurances and consulting to the management for the good administration of the revenues and public expenses, on purpose to improve the public entity activities. It helps the public entity to achieve its objectives by a systematic and methodical approach, which assess and improve the efficiency and effectiveness of the management system based on the administration of risk, control and administration process.

 The public internal audit must not be mistaken for the internal control.

The internal control, in compliance with the Law on public internal audit, represents all the control modalities exercised at the public entity level, including the internal audit, established by the management according to its objectives and legal regulations, on purpose to assure the funds administration in terms like efficiency, effectiveness and cost-effectiveness. It also comprises the organisational structures, methods and procedures.


The public internal audit role is to contribute to the good and effective administration of the public funds.

The contribution of the public internal audit compartment consists in the promotion of a culture regarding the performance of an efficient and effective management within the public entity.

The mission of the public internal audit compartment is to audit the control systems within the public entity on purpose to assess the effectiveness and performance of the functional structures in the implementation of policies, programs and actions with a view of improving them continuously.

2. Internal audit objectives


2.1. Objectives of the public internal audit compartment 

Objectives of the public internal audit compartment are the followings:

-  to help the whole public entity as well as its structures through opinions and recommendations;

- to administrate the risks better;

- to assure a better administration and preservation of the patrimony;

- to assure a better monitoring of the conformity with the existent rules and procedures;

- to assure an accurate and correct book-keeping and data processing management;

- to improve the quality of management, control and internal audit;

- to improve the operations efficiency and effectiveness.

2.2. Objectives of the public internal audit mission

One audit mission can be assigned two principal objectives:

· to see that the procedures and operations are in compliance with the juridical norms– regularity audit;

· to assess the  results concerning the monitored objectives and to examine the effective impact – performance audit. 

3. The organisation of public internal audit in Romania

3.1. CHUPIA

CHUPIA is constituted within the Public Finance Ministry, which is structured on speciality compartments, at the direct orders of the public finance minister. 

CHUPIA is run by a general director, appointed by the public finance minister, with the authorised opinion expressed by PIAC. 

CHUPIA has the attributions to elaborate the strategy and general normative framework, to co-ordinate and assess the public internal audit activity at national level and to perform the public internal audit missions of national interest with multi-sectorial implications.

3.2. PIAC 

PIAC is an organism with an advisory character that carries out its activity nearby CHUPIA and contributes at the strategy definition and improvement of the public internal audit activity in the public sector. PIAC is run by a president chosen from the members of the committee for a 3 years period.

3.3. Public internal audit compartment 

The public internal audit compartment is constituted at the public entities level.

The public institution manager, or, in case of other public entity, the collective management organ has the obligation to implement the organisational and functional framework necessary for the development of public internal audit activity.

In the small public institutions, that are not subordinated to other public entities, the public internal audit is limited to the regularity audit and performed by the public internal audit compartments of the 
The manager of the subordinated public entity can establish and maintain a public internal audit functional compartment, with the permission of the public entity from the next superior hierarchic level, and in case this compartment is not created, the audit of the respective entity is performed by the public internal audit compartment of the public entity from the next superior hierarchic level.

B. ARTICLES OF ASSOCIATION OF THE PUBLIC INTERNAL AUDIT COMPARTMENT 

The public internal audit compartment carries out its activity at the direct orders of the public entity manager, exercising a distinct and independent function from the public entity activities. 

4. The attributions of the public internal audit compartment

The attributions of the public internal audit compartment are:

a) elaborates methodological norms specific to the public entity where it carries out its activity, with the authorised opinion expressed by CHUPIA or superior hierarchic organ in case of subordinate public entities;

b) elaborates the draft of the public internal audit annual plan;

c) carries out public internal audit activities on purpose to assess if the financial and control management systems of the public entity are transparent and in compliance with the legality, regularity, cost-effectiveness, efficiency and effectiveness norms.

d) informs CHUPIA about the recommendations that were not assimilated by the manager of the audited public entity, as well as about their consequences;

e) reports periodically on the findings, conclusions and recommendations resulted from its audit activities;
f) elaborates the annual report of the public internal audit activity; 
g) in case irregularities or eventual prejudices are identified, notices immediately the manager of the public entity and authorised internal control structure. 

C. PRINCIPLES THAT CAN BE APPLIED TO THE PUBLIC INTERNAL AUDIT COMPARTMENT AND INTERNAL AUDITOR 

5. Independence and objectivity

The public internal audit activity must not be subject to external interference

starting with the establishment of the objectives that can be audited, the effective performance of the works until the communication of their results.


The manager of the public internal audit compartment is appointed/dismiss by the public entity manager, with the authorised opinion expressed by CHUPIA/superior hierarchic organ.


The persons that are not spouses, relatives or in-laws up to the fourth degree, including, with the head of the public entity, cannot be internal auditors in the same public entity.


The internal auditors may not be appointed to execute missions of public internal audit at a public structure/entity if they are spouses, relatives or in-laws up to the fourth degree, including, with the head of the public entity or the executive board.

The internal auditors must not be involved in any way in the activities performance by the entities they could potentially audit, nor in the design and implementation of the internal control systems of the public entities.

The internal auditors that have responsibilities in the implementation of the programmes and projects financed totally or partially by the European Commission, must not be involved in the audit of those programmes.

The internal auditors must not audit activities in which they occupied managerial or similar functions or have been otherwise involved. This interdiction can be removed after a duration of 3 years.
6. Competence and professional consciousness

The training and experience of the internal auditors is an essential element helping to perform an effective audit activity.


The public internal audit compartment must make proof of all the competence and expertise necessary in order to carry out audit missions.

Regardless of their nature, the public internal audit missions shall be entrusted to those persons possessing training and expertise corresponding to the task complexity level. 


On purpose to audit specific procedures, expertise/consulting services may be contracted from a body other than the public entity and the works shall be supervised by the contracting public internal audit compartment.


The public internal audit compartment must have modern IT systems and methodologies, analytical methods, statistical samplings and control instruments of the IT systems.


It is necessary to organise initial and permanent professional training systems. In this context, the internal auditors have the obligation to participate to professional training activities at least 15 days per year.

7. Carrying out a normalised activity  

The public internal audit compartment will elaborate its own methodological norms in compliance with The general methodological norms referring to the carrying out of the public internal audit.

8. Programme to ensure and improve quality

The head of the public internal audit compartment must elaborate a programme in order to ensure and improve the quality for all the aspects of the public internal audit activity. Such a programme must insure that the internal auditors observe the norms, instructions and ethical code. 

The public internal audit necessitates the adaptation of a permanent process of supervising and assessment of the quality programme global effectiveness. This process must allow both internal and external assessments.

8.1. Internal assessment
The internal assessment implies both permanent controls concerning the good functioning of the public internal audit and periodical controls performed by the auditors themselves (auto-assessment). 

The head of the public internal audit compartment examines the effectiveness of the audit internal norms in order to verify if the procedures meant to insure the quality of the audit missions are applied satisfactorily, thus insuring the quality of the audit reports.

The internal assessment will allow the detection of deficiencies and will initiate an improvement process necessary to appropriately carry out future audit missions and to plan the activities of professional training. 

8.2. The external assessment is effected by CHUPIA by:

· verifying whether norms, instructions, as well as the Code on ethical behaviour of the internal auditor are complied with; CHUPIA can initiate necessary corrective measures in collaboration with the manager of the respective public entity;

· issuing an authorised opinion on the appointment/dismissal of the heads of the public internal audit compartments in the public entities.

D. METHODOLOGY

9. Annual plan of the public internal audit

The public internal audit plan is drafted by the public internal audit compartment, according to the assessment of the risk associated to the various structures, activities, programmes/projects or operations, as well as by taking over the suggestions of the public entity manager, by consulting public entity hierarchically superior, taking into account the recommendations of the Court of Accounts.  

The public entity manager approves annually the draft of the public internal audit plan. 

The internal auditor carries out ad-hoc audit missions, respectively exceptional public internal audit missions, which are not comprised in the public internal audit annual plan.

10. The condition necessaries in order to carry out the public internal audit missions

10.1. Access of internal auditors to information and documents

The public internal audit compartment has access or can solicit all useful and probative data and information (including those in electronic format) that it considers relevant for the purpose and objectives of the public internal audit mission by using the audit circuit principle (the audit track). 

The authorised representatives of the European Commission and the European Court of Accounts have similar rights with those ensured to the internal auditors, on purpose to protect the financial interests of the European Union. They must be empowered for it by a written authorisation, which should certify their identity and position, as well as by a document that should indicate the purpose and object of the control or inspection on the spot.

10.2. Relations with the audited entity, object of the audit mission

10.2.1. Contact the person in charge of the audited entity 
The person in charge of the audited entity is informed before the mission with regard to the date of occurrence of the audit and its content, defined in a service order. 

10.2.2. Carrying out the mission on the spot

The audit mission must be performed in a confidence climate, ensured by the public internal audit role itself, who’s purpose is, essentially, to improve the activity carried out by the entity and to respond to its interests. Both the opening meeting and the transmission of the public internal audit chart contribute to the achievement of this purpose.

The opening meeting allows the presentation of the object that the mission has, the definition of its material conditions, the establishment of meetings and contacts and the diminution of dysfunction occurred in the activity carried out by the entity. 

10.2.3. Transmission of the results

The findings and recommendations are transmitted to the audited entity as they are obtained, if they are important. The answers given by the persons in charge of the entity represent a validation and correction element for the auditor, without being necessary to wait that the report is put into its final form. They may determine the correction of the findings carried out by the audit mission and the reorientation of its researches.

Each mission lead to the organisation of a closing meeting, on spot, by which the persons in charge of the audited entity are informed on the relevant principal information, their validation and application of the first corrective measures by those who are interested.


The public internal audit draft is transmitted to the audited entity. This one can send, within 15 days at the most of the report reception, its points of view, which will be analysed by the internal auditors. 

Within 10 days of the points of view reception, the public internal audit compartment organises the conciliation reunion with the audited structure, during which the findings and conclusions are analysed on purpose to accept the recommendations that were formulated.

The head of the public internal audit compartment sends the public internal audit report, put in its final form, together with the conciliation results, to the manager of the public entity that approved the mission, so that this one analyse and express his authorised opinion. For the small public institution, the public internal audit report is transmitted to its manager, so that he expresses his authorised opinion. After the expression of this authorised opinion, the recommendations included in the public internal audit report will be communicated to the audited structure.

10.2.4. Monitoring of the audit missions

The conciliation reunion establishes the modalities to apply the recommendations.

The person in charge of the audited entity must propose the action plan accompanied by an implementation calendar. During the conciliation reunion, these are analysed and accepted mutually.

The person in charge of the audited entity ensures that the action plan is applied. He informs the auditor periodically about this matter.

E. BEHAVIOUR RULES

The auditor has access to all data in the performance of his mission and he must observe the confidentiality regarding the collected information.

The auditor exercises an independent evaluation function, which is materialised by recommendations.

The auditor must observe the code concerning the ethic behaviour. 

The auditor must signal immediately, to its superior in the hierarchy, the frauds of any type and the serious errors that constitute the object of the audit. 

The auditor must communicate the results of his work (findings and recommendations) to the person in charge of the audited entity.

The person in charge for the audit mission or, in his absence, an auditor that did not participated to the mission, expresses his authorised opinion regarding the audit report, prior to its diffusion. This person makes sure that the findings and information are validated. 


The audited entity has the right to give an answer to the findings and recommendations presented in the report. He can do this within 15 days.

PART V GLOSSARY

	Term
	Explanation

	Damages
	Among the damages brought to the individual objectivity and organisational independence, there may be the personal conflict of interests, the limitation of the audit area, the restrictions concerning the access to files, goods and staff, as well as the limitation of resources.

	Cause
	The explanation of the difference between what should exist and what exists effectively.

	Internal audit chart
	Official document that defines the mission, competencies and responsibilities implied by this activity. The chart must:

- define the internal audit position in the entity;

- authorise the access to documents, goods and competent persons, so that the missions are carried out properly;

- define the activity area of the internal audit.

	Conflict of interests 
	All the relations that are not or seam not be compatible with the entity interests. Conflict of interests can affect the capacity of a person to undertake objectively his obligations and responsibilities.   

	Internal control
	All the measures taken by the management on purpose to improve the administration of risk and to increase the probability that the established purposes and objectives should be achieved. 

	Diagram of documents circulation
	The schematic presentation of the document circuit between different working places, specifying their provenience and destination and that offers a complete vision on the routes and supports of the information. It represents an element in the approach of the audit, which takes into account risks.

	Control environment
	The attitude and actions of the management concerning the importance of the control in the entity. The control environment represents the framework and structure necessary for the accomplishment of primordial objectives of the internal control system. The control environment comprises the following elements:

- integrity and ethic values;

- conception and style of the management;

- organisational structure;

- attributions of competence and responsibilities;

- policies and practices referring to human resources;

- staff competence.

	PIAF
	PIAF is a synthetic document that presents a dysfunction, it indicates the nature of the problem, facts, causes, consequences and recommendations for its remedy. 

	Procedure report
	Written document that analyses each of the entity functions and that presents at each stage the working positions, tasks (the operations that have to be executed, including controls and documents that have to be established, carried out and used.) It also represents an element in the approach of the risk analysis.

	Proofs/ justifying documents
	Information according to which the auditor’s conclusions and opinions are substantiated. They must be:

- Sufficient ( sufficient quantitative information in order that the auditor can carry out its work and impartial from the quality point of view, so that they can be considered accurate);            

- Pertinent  (the information correspond exactly with the audit objectives);

- They have a reasonable cost (the information have a COST that is proportional to the result that the auditor intents to obtain).

	Objectives of the mission
	General assertions elaborated by the internal auditors defining the objectives provided to be achieved out during the mission.

	Objectivity
	Impartial attitude requiring a spirit and judgement independence and that implies the fact that the internal auditors will obey only to their own judgement and not to the other’s. Estimations must be based on indisputable facts/proofs and on incontestable works, lacked of prejudice.

	Service order
	General mandate granted by a qualified authority to an auditor on purpose to initiate a mission.

	Audit circuit
	Means the capacity to identify an information and to pursue its route in a process. It allows the retrieval of an information up to the source. 

The community institutions consider the circuit as “sufficient” when it allows the conformity between the recapitulative accounts certified and notified at the European Commission and the stage of individual expenses mentioned in their documents in proof hold at different administrative levels, up to the final beneficiaries, including the case when the latter are not the final beneficiaries of the funds. 

	Planning or programming controls and audit missions
	Defining the objectives, establishing the policies, their nature, the calendar of procedures and tests meant to accomplish the objectives specific to the controls or audit missions. 

	Activity programme of the audit mission 


	Document that enumerates the procedures to follow on purpose to carry out the audit mission. 

	Audit report
	The auditor’s written opinion and other findings, based on certain financial data, resulting from a regularity audit, or the auditor’s deductions appeared as a result of carrying out a performance audit.

	Audit report model
	Framework in which the auditor presents the results of the audit mission. 

	Procedure
	Specific manner of carrying out an activity or process. 

	Process
	The connected or interactive activities that convert the entry elements into exit elements. 

	Recommendation
	Proposal formulated on purpose to correct/improve the deficiencies found. 

	Person in charge for the internal audit
	The highest level position within an entity, whose task is the internal audit activity. In case the internal audit activities are attributed to external services performers, the person in charge for the internal audit and the person whose task is to supervise the execution of the services contract and to ensure the quality of these activities, are both responsible for the internal audit activity and monitoring of the mission results. 

	Results, impact
	Effects of a programme or project, counted at their most significant level, taking into account the performance of the programme or project. 

	Results, conclusions and recommendations of the audit
	Results are the effects of the activity carried out by the auditors in accordance with the audit objectives. 

Conclusions imply the construe of the findings starting with the results. 

Recommendations are action tracks proposed by the auditor according to the results and conclusions obtained. 

	Risk
	Possibility that a susceptible event with impact over the achievement of the objectives occur. The risk is counted in terms of consequences and probability. 

	Supervision
	Supervision may be understood in two manners:

First of all it indicates the unity, the regularity function consisting in monitoring the activities and authorising the agents’ operations by framing; they are integrated to the internal control system; it is also the element indispensable to the audit process. The supervisor frames, directs and controls the auditors during all the phases intended to adjust with maximum effectiveness the operations, procedures and tests of the pursued objectives.  

	CHUPIA territorial structure
	Comprises the internal auditors within the audit territorial offices of Public Finance Ministry, that exercises tasks attributed by CHUPIA.
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