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In today’s sofisticated world, the concepts are getting enriched day by day and have been gaining new-

meanings. One of the best examlpes of these is the word “audit”. At first glance, it is defined a proactive

approach of inspection, however , especially in public sector it is far away from being a part of inspection , instead it is

somehow caunselling service. So its meaning has diffrenciated in the course of time. Today in private sector, it has stil

been percieved as inspecting function but in public sector, the perception of it is as counselling services for detecting
risk factors.

That is why audit will be taken on hand from two different aspects , and impact of it will be copmpered in depth. This
paper illustrates the possibilities for conducting audits with a comprehensive focus using both counselling and com-
plience framework. Because the multinational structure of the establishments lead to the comprehensive information,
especially financial information, of the companies involved. Financial information of a company relies on the accounting
methods, reporting systems and audit system.

In partnership with governments and institutions, the Audit mechanism works to build institutional capacity so govern-
ments are responsive, transparent and accountable to their citizens. In democratic systems,the concept of accountabil-
ity for public entities is a crucial factor in the governing process.Accountability and audit are important for ensuring the

role of law and enhancing democratic values in the area of public finances and good governance.

Preamble:

Urbanization process increased by rapid population growth
and as a result of rapid development and conversion faced
in scientific and social area, current Public management
structures become insufficient to satisfy new needs arose in
local and national level.

Local Governances make use of affiliate corporates to
deliver alternative services to meet local social needs ef-
fectively. As a result of this, auditing has gained a special
importance, and transparency and accountability became
mile stones to reveal the performance of governing bodies
to the public.

1) Definitions:
For common understanding, the spesific terminology has
been introduced herebelove.

Local administrations: refer to municipalities, special pro-
vincial administrations and to associations and administra-
tions related to or established by them, or where they are
a member which perform public activities with authorities
limited to specific geographic regions and services. How-
ever, public administrations within the scope of central
government: refer to public administrations in General.

Audit: The general definition of an audit is an evaluation of
a person, organization, system, process, enterprise, project
or product. The term most commonly refers to audits in
accounting, but similar concepts also exist in project man-
agement, quality management, and in other management
fields to provide an assurance for related parties..

In its most generic sense this can mean any examination
ex-post of a transaction, procedure or report with a view
to verifying any aspect of it — its accuracy, its efficiency,
etc. The word usually needs to be qualified more narrowly
to be useful.

Accountability: Those who are assigned duties and vested
with authorities for the acquisition andutilization of public
resources of all kind are accountable vis-a-vis the author-
ized bodies and responsible for the effective, economic
and efficient acquisition, utilization, accounting and report-
ing of the resources on the basis of law, as well as for tak-
ing necessary measures to prevent the abuse of such re-
sources.

Accountability signifies giving and demanding of rea-
sons for conduct in which the authorities are required to
take responsibility for, to explaine and to justify for.( Park-
er,1999:23)

Fiscal Transparency : In order to ensure supervision in the
acquisition and utilization of all types of public resources,
the public shall be informed timely. Public administrations
are responsible for making necessary arrangements and
taking measures to ensure the fiscal transparency, which
shall be monitored by the Ministry of Finance.

Fiscal transparency is a means contributing to an effective,
efficient and comprehensive accountability and auditing
that aim at securing full answerability (Premchand,2001:27)

Internal Control: Internal control is the whole of the fi-
nancial and other controls comprising organization, meth-
odology, procedure and internal audit established by the
administration in order to provide that the activities are
performed in an effective, economic and efficient way in
accordance with the aims, defined policies of the admin-
istration and with legislation, the assets and resources are
protected, the accounting records are held correctly and
completely, the financial information and management in-
formation are produced in time and securely.(Coso,2009:
53)

Internal auditing is an independent, objective assurance
and consulting activity designed to add value and improve
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an organization's operations. It helps an organization ac-
complish its objectives by bringing a systematic, disci-
plined approach to evaluate and improve the effectiveness
of risk management, control, and governance processes.
(www.theiia.org.2011)

I)The importance of Audit;

Audits are performed to ascertain the validity and reliabil-
ity of information; also to provide an assessment of a sys-
tem’s internal control. The goal of an audit is to express
an opinion on the person / organization / system (etc.) in
question, under evaluation based on work done on a test
basis.

Due to practical constraints, an audit seeks to provide only
reasonable assurance that the statements are free from
material error.

Although auditing is a vital part of accounting, recently it
has begun to include non-financial subject areas, such as
safety, security, information systems performance, com-
plience and environmental concerns. There has been an in-
creasing need for performance audits from especially gov-
erning bodies, examining their success in satisfying mission
objectives.

An audit must adhere to generally accepted standards
established by governing bodies. These standards assure
third parties or external users that they can rely upon the
auditor’s opinion on the fairness of financial statements, or
other subjects on which the auditor expresses an opinion.

Risk-based audits that can cover multiple regulations and
standards from a single audit event, have been adopted
by organizations because of the facts that new regulations
and need for operational transparency increase. In order
to meet governance requirements in public, this new ap-
proach has been considered (Picket,2006;73)

In this regard, accountability and fiscal transparency are
inseperable parts of auditing. Accountability has broader
economic and social purposes and objectives by virtue of
the various groups that have a legitimate interest in know-
ing about the activities and operations of local govern-
ance.(Grossi,2010;13)

For the realization of beter accountability and auditing,
Commission Directive 2000/52/EC brought an obliga-
tion of seperation of accounts, according to which public
entities are Under obligation of seperation of accounts
between their activities falling inside the scope of the ser-
vices of general economic interest and outside. These ac-
counts must show the seperation af activities,the costs and
revenues associated with each activity and methods of cost
and revenue assignment and allocation.(Commission Direc-
tive 2000/52/EC )

Modern auditing does not center around the accounting
records only. It focuses on the performance of the man-
agement and it is called performance audit.

According to INTOSIA ( International Orgnization of Su-
preme Audit Institutions) performance audit is oriented to-
wards examining the performance, economy,efficiency and
effectiveness of public administration and thus covers not
only specific financial operations, but also the full range of
government activity including both orgnizational and ad-
ministrative systems.( www.issai.org/ 2011)
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lll) Internal Audit in Private Sector;

After accounting scandals there is an internal auditing, risk
management systems and audit committees in the cor-
porate organizations. Audit committee is the governance
body that is charged with overseeing the organization's au-
dit and control functions.

In this environment, after accounting scandals the Sar-
banes-Oxley Act was lagislated to improve the corporate
governance applications in 2002.

The Sarbanes — Oxley Act is not only the corporate gov-
ernance act but also an accounting based act which brings
extra responsibilities for managements of publicly traded
firms, and the act defines crimes related with corporate
executives and also determines punishments. The Act in-
cludes some arrengements which strenghtn the corporate
governancesystem of publicly traded firms (Mufad,2003;76)

The Sarbanes — Oxley Act increased audit committees re-
sponsibilities and raised membership requirements and
committee composition to include more independent di-
roctors.(Keinath,2004;23)

The main purpose here is to collect relevent and accurate
information for third parties as well as share holders and
directors.

In parallel with audit and corporate governance regula-
tions and new legislations afer accountingscandals,similar
regulations were also prepared in Turkey. However the es-
tablished regulations are not compatible with international
level in audit standarts.( Kishali,2007;272)

IV)Internal Audit and Implementation in Public in Turkey;

Due to the economic crisis throughout the world; reac-
tions towards inefficient utilization of public resources have
increased, accountability of managers on the efficient and
rational use of public resources has gained significance.

Therefore concepts like managerial responsibility, responsi-
bilities concerning the programs, society and the processes
have been introduced in public administration.

With Public Financial Management and Control Law No.
5018; it is stipulated that public financial management and
control system in Turkey shall be re-structured, abiding by
the principles of accountability and fiscal transparency as
well as principles of effective, efficient and economic utili-
zation of resources allocated to achieve the targets set tak-
ing the strategic priorities and international best practices
into consideration .

One of the most important mechanisms of this newly es-
tablished system is the “internal audit” activity. Internal
audit is stipulated to be performed in a systematic, con-
tinuous and disciplined approach and in accordance with
generally accepted standards in order to evaluate and im-
prove the management and control structures of public ad-
ministrations as well as the efficiency of risk management,
management and control processes of financial transac-
tions performed in these public administrations.

Internal auditing is a catalyst for improving an organiza-
tion’s effectiveness and efficiency by providing insight and
recommendations based on analyses and assessments of
data and business processes. With commitment to integ-
rity and accountability, internal auditing provides value to
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governing bodies and senior management as an objective
source of independent advice. (Dunn,1996;18)

The scope of internal auditing within a public organization
is broad and may involve topics such as the efficacy of op-
erations, the reliability of financial reporting, deterring and
investigating fraud, safeguarding assets, and compliance
with laws and regulations.

Internal auditing frequently involves measuring compliance
with the entity’s policies and procedures. However, internal
auditors are not responsible for the execution of company
activities; they advise managementonly in public sector. It
higlihts the basic difference internal audit between public
and private sector enterprises.

To perform their role effectively, internal auditors require
organizational independence from management, to en-
able unrestricted evaluation of management activities and
personnel. Providing objectivity is essential.Thus,for the
accuracy and reliability of the audit, the auditors must be
independent.

The independence of the Internal Audit is applied by most
international institutions: for instance, the European Com-
mission audit is accountable to the Audit Progress Com-
mittee; the IBRD Auditor General reports to the president
and to the audit committee comprising eight of the 24
executive directors; The IMF's internal audit is overseen
by the External Audit Committee (three members, all ex-
ternal and with the “accounting and financial expertise re-
quired”); The OSCE's Office of Internal Oversight reports
to the Secretariat General and the Permanent Council.( Di-
rective,2006/43/EC/)

Regarding public institutions, the same principle of inde-
pendence of internal audit applies; cf. INTOSAI's standard
GOV9140 “Internal auditor independence in the public
sector” endorsed in 2010, article 9.32. (www.issai.org,2011)

It is aimed that the transition process to be adopted and
public financial management and control system which is
compliant to international standards and EU practices shall
be established.

Public Financial Management and Control Law No. 5018
regulates the implementation of “Internal auiditing” in
public in Turkey. Article 63 and successive articles forms
the essentials of implementation as follows(Law:5018,2003)

Legal Background of Internal Audit in Turkey:

Article 63-Internal audit is an activity of providing inde-
pendent and objective assurance and consultancy, per-
formed in order to improve and add value to the activities
of the public administrations by evaluating whether the re-
sources are managed in conformity with the principles of
economy, effectiveness and efficiency, and by providing
guidance. Such activities are performed with a systematic,
regular and disciplined approach and in accordance with
generally accepted standards, aiming to evaluate and im-
prove the efficiency of risk management and of manage-
ment and control processes on the management and con-
trol structures and financial transactions of administrations.

(Rearrangement second paragraph: 22/12/2005 -5436/10-b
art.) Internal audit is performed by the

internal auditors. (Annexed sentence: 22/12/2005-5436/10
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art.)Taking into account the structure and personnel num-
ber of public administrations, upon the positive opinion of
the Internal Audit Coordination Board, internal audit units
may be established, which are directly subject to the head
of the public administrations.

Duties of Internal Auditors

Avrticle 64-Annual internal audit program of public adminis-
trations shall be prepared by the internal auditors by con-
sidering the proposals of heads of public administrations,
and shall be approved by the head of public administra-
tion.

The following are the duties of internal auditors shall per-
form the following duties:

a) To evaluate the management and control structures of
the public administration on the basis ofobjective risk
analysis,

b) To make studies and proposals with regard to econom-
ic, efficient and effective utilization of resources,

c) To perform ex post audits on legal compliance,

d) To audit and evaluate the administrations’ expendi-
tures, decisions and operations on financial transac-
tions according to their compliance with the objectives,
policies, development plan, programs, strategic plans
and performance programs.

e) To perform system audit on the processes of finan-
cial management and control, and to make proposals
thereon,

f) In the framework of audit results, to make proposals
regarding the ameliorations,

g) To report to the highest administrator of the admin-
istration concerned if a case requiring aninvestigation
is observed during the audit or according to audit re-
sults.

The internal auditor performs his/her duties in line with the
internationally accepted control and audit standards de-
fined by the Internal Audit Coordination Board.

Internal auditor performs his/her duties independently and
no other duty, out of his/her primary duty can be assigned
or commissioned to the internal auditor.

Internal auditors submit their reports directly to the heads
of public administration. Following the evaluation of the
head of administration, these reports shall be given to the
concerned units and financial services unit for taking nec-
essary action. Internal audit reports and the actions taken
about them shall be sent by the head of public administra-
tion, latest in two months to the Internal Audit Coordina-
tion Board.

Qualifications and Appointment of Internal Auditor
Article 65-The officials to be appointed as internal auditors
must possess the following qualifications in addition to the
qualifications set out under Article 48 of the Civil Servants
Law No 657:

a) To have graduated from at least a four-year-university
in one of the areas to be determined by the Internal
Audit Coordination Board considering the particulari-
ties of the public administration concerned.

b) To have served at least for five years as audit person-
nel in a public administration or worked at least for
eight years in areas to be determined by the Internal
Audit Coordination Board.

c) To possess the knowledge, qualification and presenta-
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tion skills required by the profession.
d) Other conditions required by the Internal Audit Coordi-
nation Board.

Those to be appointed as internal auditors in public ad-
ministrations shall receive professional training from the
Ministry of Finance under the coordination of the Internal
Audit Coordination Board. The training program shall be
prepared in a manner to provide adequate knowledge to
the internal auditor candidates on auditing, budgets, fi-
nancial control, public procurement legislation, accounting,
personnel legislations, EU 26 As per Article 10 of Law No.
5436 dated 22/12/2005, "and is consulting activity pro-
viding objective assurance and consultancy” statement in
the first sentence of article 63 has been replaced by the
statement of “an activity of objective assurance and con-
sultancy”;

“monitor” statement in subparagraph (d) of article 64 has
been replaced by the statement of "audit”, and second
sentence of Article 63 has been rearranged as second par-
agraph. legislations and other professional issues. Those
having successfully completed such training shall receive
certificates. The duration, subjects and post-training pro-
cedures of the training program for the internal auditor
candidates shall be arranged through the regulation to be
prepared by the Internal Audit oordination Board and is-
sued by the Ministry of Finance.

(Amendment first sentence: 22/12/2005 -5436/10 art.) In-
ternal auditors shall be appointed by the Minister in min-
istries and related administrations upon the recommenda-
tion of the heads of public administrations, and in other
administrations by the heads of public administrations from
among the candidates having certificates and shall dis-
missed from duty with the same procedure. The number
of internal auditors for public administrations, their working
procedures and principles and other related issues shall be
arranged through the regulation to be prepared by the In-
ternal Audit Coordination Board and issued by the Council
of Ministers upon the proposal of the Ministry of Finance.

Internal Audit Coordination Board

Article 66-The Internal Audit Coordination Board affiliated
with the Ministry of Finance consists of seven members.
One of these members is proposed by the Prime Minister,
one by the Minister in charge of the Undersecretariat of
Treasury, one by the Minister in charge of the Undersecre-
tariat of State Planning Organization, one by the Minister
of Interior and three, including the chairman, by the Min-
ister of Finance, and appointed for a period of five years
by the Council of Ministers. Those who will be appointed
to the Internal Audit Coordination Board should possess
the qualifications necessary to carry out the tasks defined
under Article 67. The person to be proposed by the Min-
ister of Finance should be an academician having a doc-
toral degree in one of the branches including economics,
finance, accounting or business administration.

Members may be reappointed at the end of their
terms.

If necessary, the Internal Audit Coordination Board may in-
vite experts for technical assistance and consultancy with
the condition of having no voting right. The working pro-
cedures and principles of the Board and other issues shall
be arranged through a regulation to be proposed by the
Internal Audit Coordination Board and to be issued by the
Ministry of Finance.
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Those who are assigned in this Board continue to carry
out their primary duties. The Chairman and the members
shall be paid, not to be more than four times a month, an
attendance pay not exceeding the amount calculated by
multiplying the index figure (3000) by civil servant monthly
coefficient, for every day of meetings.

Duties of Internal Audit Coordination Board

Article é7-Internal Audit Coordination Board performs fol-
lowing duties in order to monitor the internal audit sys-
tems of the public administrations and to serve as an inde-
pendent and impartial body:

a) To determine internal audit and reporting standards,
and to prepare and develop audit guidelines.

b) To develop risk evaluation methods in line with inter-
national practices and audit standards.

c) To ensure cooperation with the audit units of public
administrations.

d) To make proposals in order to take necessary measures
for eliminating frauds or irregularities.

e) To make proposals to the public administrations for
specific audits out of the program, which will be car-
ried out by the internal auditors in risky areas.

f)  To arrange the training programs of internal auditors.

g) To contribute to the settlement of conflicts in cases of
divergence of opinions between the internal auditors
and the heads of public administrations.

h) To evaluate the internal audit reports of the administra-
tions and to consolidate their results in an annual re-
port to be submitted to the Minister of Finance, and
publicize it.

i)  (Amendment: 22/12/2005 -5436/10 art.) To determine,
according to the volume of the transactions and per-
sonnel number, whether internal auditors shall be ap-
pointed for administrations and district and village mu-
nicipalities.

) To determine other procedures on the appointment of
internal auditors.

k) To determine ethical rules to be followed by the inter-
nal auditors.

) (Annex: 22.12.2005 -5436/10 art.) To prepare quality
assurance and development program and to evaluate
the internal audit units within this scope.

V) Internal Audit and internal control

Internal auditing activity is primarily directed at improving
internal control. Under the COSO Framework, internal con-
trol is broadly defined as a process, effected by an entity’s
board of directors, management, and other personnel,
designed to provide reasonable assurance regarding the
achievement of objectives in the following internal control
categories. (COSO,1992:23)

Effectiveness and efficiency of operations.
Reliability of financial reporting.
Compliance with laws and regulations.

Management is responsible for internal control. Manag-
ers establish policies and processes to help the organiza-
tion achieve specific objectives in each of these catego-
ries. However controlling activity requires two essential
elements: MIS and Performance (Neculai,2005;67) Internal
auditors perform audits to evaluate whether the policies
and processes are designed and operating effectively and
provide recommendations for improvement.

The following paragraphs explain internal control as an au-
diting standard.(Intosia, 1995;60)
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3.3.2 The study and evaluation of internal control should
be carried out according to the type of audit

undertaken. In the case of a regularity (financial)audit,
study and evaluation are made mainly on controls that as-
sist insafeguarding assets and resources, and assure the
accuracy and completeness of accounting records. In the
case of regularity (compliance) audit, study and evaluation
are made mainly on controls that assist management in
complying with laws and regulations. In the case of perfor-
mance audit, they are made on controls that assist in con-
ducting the business of the audited entity in an economic,
efficient and effective manner, ensuring adherence to man-
agement policies, and producing timely and reliable finan-
cial and management information.

3.3.3 The extent of the study and evaluation of internal
control depends on the objectives of the audit and on the
degree of reliance intended.

3.3.4 Where accounting or other information systems are
computerized, the auditor should determine whether inter-
nal controls are functioning properly to ensure the integ-
rity, reliability and completeness of the data.The controlling
activity is more efficient when it receives more accurate in-
formation, transmitted inside a viable internal control sys-
tem, validated by internal auidit.

An appraisal activity established or provided as a service
to the entity. Its functions include, amongst other things,
examining, evaluating and monitoring the adequacy and
effectiveness of internal control (ISA 610,2010;3)

Public Financial Management and Control Law No. 5018
regulates the implementation of “Internal Control” in pub-
lic in Turkey. Article 55 and successive articles forms the
essentials of implementation as follows(Law:5018,2003)

Legal Background of Internal Control in Public in Turkey.

Within the framework of Law 5018, the consept of internal
control is taken on hand as follows:

Internal Control:( Article 55) Internal control is the whole
of the financial and other controls comprising organization,
methodology, procedure and internal audit established by
the administration in order to provide that the activities are
performed in an effective, economic and efficient way in
accordance with the aims, defined policies of the admin-
istration and with legislation, the assets and resources are
protected, the accounting records are held correctly and
completely, the financial information and management in-
formation are produced in time and securely.

Objectives of Internal Control
Article 56-The objectives of internal control are:

a) To manage the public revenues, expenditures, assets
and liabilities in an effective, economic and efficient
way,

b) To ensure that public administrations operate in ac-
cordance with the laws and other legislations,

c) To prevent irregularities and frauds in all kinds of finan-
cial decisions and transactions,

d) To ensure regular, timely and reliable reporting and ac-
quisition of information for taking decisions and moni-
toring,

e) (Amendment: 22/12/2005-5436/10 art.) To prevent the
misuse and waste of assets and protect against losses.
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Structure and Functioning of Control

Article  57-(Amendment: first paragraph: 22/12/2005-
5436/10 art.) Public administrations’ financial management
and control systems consist of spending units, accounting
and financial services, ex ante financial control and internal
audit.

In order to establish an adequate and effective control
system; necessary measures shall be taken by the heads
and other administrators of the relevant administrations
by considering duties, authorizations and responsibilities,
for building high professional values and an honest ad-
ministration concept; for granting financial authorities and
responsibilities to well-informed and qualified administra-
tors and staff; for ensuring that established standards are
followed; for avoiding activities against legislation; and for
ensuring a comprehensive management approach and a
suitable work environment as well as transparency.

(Abolishment: last paragraph 22/12/2005-5436/10 art.)

21 As per Article 10 of Law No 5436 and Dated
22/12/2005, "ex ante” statement in this paragraph has
been replaced with “internal” statement.

Ex ante Financial Control

Article 58-(Amendment: 22.12.2005 -5436/6 art.) Ex ante
financial control covers the controls performed during the
realization of the procedures in the spending units and the
controls performed by the financial services unit.

The ex ante financial control process consists of the prepa-
ration of financial decisions and transactions, undertaking
commitment, realization of works and transactions and
their ocumentation.

At public administrations ex ante financial control duty is
performed within the framework of the managerial re-
sponsibility. The principles and procedures for minimum
controls to be performed during the realization of the
procedures at the spending units, financial decisions and
transactions to be subject to ex ante financial control by
the financial services unit and the standards and methods
regarding ex ante financial control shall be determined by
the Ministry of Finance. Provided not contradicting with
these standards and methods the public administration
may make arrangements in this subjct.

Vl)Internal audit and External Advisory,

According to INTOSIA the purpose of external audit is to
ascertain the proper and effectice use and run of public
funds, sound management, the administrative proprietry
and public accauntability through the publication of obje-
cive audit report.( www.issai.org,2011)

External advisors have knowledge that allows them to re-
port to diversity of reference systems, whichauditors can-
not always access. External advisors functions are exercised
by specialist from various fields of activity. Given the inter-
nal audit missions,the advisory ones have more charesterist
ics(Pitulice,2007;497) .

The avdisor has in mind a certain problem, well delimitat-
ed, specific to its competency domain.

The advisor considers a mission with a clear objective, and
generally, the period of the mission is fixed.
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The advisor works for a certain responsible ( for example
a manager specialized in certain area) who has Mainly re-
quested a point of view.

The advisor's role can be enlarged from a simple diagnosis
of the analyed situation to the establishment of a new or-
ganization for the entity.

However, internal audit function and advisory function re-
semble, because between the two professional ( internal
auditor — external advisor)there is a complementarily rela-
tion, one being unable to eliminate the other.

In general, external advisory has many forms: financial —
accounting advisory, tax advisory, management advisory,
etc.

External audit in public in Turkey has been regulated by
Public Financial Management and Control Law No. 5018 as
follows:

Legal Background of External Audit in Turkey:
Article 68-The purpose of the ex post external audit to be
performed by the Court of Accounts is to

audit, within the framework of the accountability of public
administrations within the scope of general government,
the financial activities, decisions and transactions of man-
agement in terms of their compliance with the laws, insti-
tutional purposes, targets and plans, and to report their
results to the Turkish Grand National Assembly .

The external audit is performed in accordance with the
generally accepted international audit standards by carry-
ing out the following:

a) On the basis of public administrations’ accounts and
relevant documents, to perform financial audit on the
reliability and accuracy of financial statements, and to
determine whether the financial transactions related to
revenues, expenditures and assets of public adminis-
trations comply with the laws and other legal arrange-
ments.

b) To determine whether the public resources are used
in an effective, economic and efficient way, to meas-
ure the activity results and to evaluate them as to their
performance.

During the external audit, reports issued by the internal
auditors of the public administrations shall be submitted
to the information of the Court of Account auditors, if re-
quired so.

At the end of the audits, the reports on the issues stated
in the subparagraphs (a) and (b) of second paragraph of
this article shall be consolidated according to the admin-
istrations, and a copy shall be submitted to the relevant
public administration and replied by the head of public ad-
ministration. The Court of Accounts shall repare the Exter-
nal Audit General Evaluation Report by taking into account
the audit reports and replies given thereto, and present it
to the Turkish Grand National Assembly.

The finalizations of accounts by the Court of Accounts
means taking a decision on whether the revenue, expendi-
ture and asset accounts and related transactions of the
public administrations within the scope of general govern-
ment are in compliance with the legal provisions.
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Other issues on the finalization of external audit and ac-
counts shall be stipulated in the relevant law.

VII) Internal audit and Inspection,

Internal audit and inspection are stil two coexisting func-
tions. Considering inspection functions, we can say that,
given the internal audit, this has the following characteristi
cs(Bayr,2010;215)

Inspection does not interpret rules and directives. If this
situation happens, then we can say that the inspection ex-
ercises, at least in part, an audit function.

Inspection requires less simple, aleotory tests, because it
develops exhaustive controls,

Inspection can intervane in a spontaneous manner, while
internal audit intervanes only on a mandate basis.

All the charecteristics of the inspection function request
that it is assumed by persons different from internal audi-
tors. These persons have to be experienced individuals,
with authority, and that generally have a very high position
in the hierarchy.

At present, inspection activity in Turkey is realized by a
special inspection commitee in the institutions that verify
the companies fulfilled their obligations towards related
bodies. They also monitor the relationship between com-
panies and their employees, the quality of the goods and
services delivered by entities for final consumers, etc.

An atypical situation regarding the relation between in-
spection activity and internal audit is to be found at some
public sector entities, where the old internal inspection
structures have been transformed in internal audit depart-
ments. Thus, some of the inspectors that formed the old
structures are presently working as internal auditors.

Vlil)Internal audit reports

Internal auditors typically issue reports at the end of each
audit that summarize their findings, recommendations, and
any responses or action plans from management. Reported
audit findings are often called "issues” or “deficiencies.”
Professional standards require audit functions to track re-
ported findings to resolution, which effectively requires the
maintenance of an issues follow-up database. Each audit
finding within the body of thereport may contain five ele-
ments, sometimes called the “5 C's”: (IIA —GAIN,2009)

—_

Condition: What is the particular problem identified?

2. Criteria: What is the standard that was not met? The
standard may be a company policy or other bench-
mark.

3. Cause: Why did the problem occur?

4. Consequence: What is the risk/negative outcome (or
opportunity foregone) because of the finding?

5. Corrective action: What should management do about

the finding? What have they agreed to do and by

when?

The recommendations in an internal audit report are de-
signed to help the organization achieve its goals, which
may relate to operations, financial reporting or legal/reg-
ulatory compliance. They may relate to effectiveness (i.e.,
whether goals were met or compliance with standards was
achieved) or efficiency (i.e., whether the outputs were gen-
erated with minimum inputs).

INDIAN JOURNAL OF APPLIED RESEARCH = 151



RESEARCH PAPER

Audit findings and recommendations also relate to par-
ticular assertions about transactions, such as whether the
transactions audited were valid or authorized, completely
processed, accurately valued, processed in the correct time
period, and properly disclosed in financial or operational
reporting, among other elements.

Xl) Conclusion:

Within this framework, important aspects of contemporary
financial management and control practices such as stra-
tegic planning, performance based budgeting, managerial
accountability, internal control, internal audit, transparency
and reporting have been introduced.
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olism in management will exist via new understanding.

Also, It will be precoution for all sort of corruption both in
private and public sector. It is hoped that bribery and mis-
use and abuse of public rights can be kept fairly for the
benefit of public and the people.

It is possible to attribute to many tasks to audit,however
people and public imlement the rules together for any ex-
pected success story. If one side neglects the importance
of the subjet, it is almost impossible to reach the expected
outcomes of audit and internal control. From this aspact,
audit is a medium for people’s walfare and transparent

management. So,Public and private sector should;
One of the most important mechanisms of this newly es-

tablished system is the “internal audit” activity. Internal e Pay utmost importance to audit and internal control,
audit is stipulated to be performed in a systematic, con- ® Prepare the ground for it,

tinuous and disciplined approach and in accordance with * Traine the good practioners for it,

generally accepted standards in order to evaluate and im- e Evaluate the reports timely and take necassary meas-
prove the management and control structures of public ad- urements,

ministrations as well as the efficiency of risk management, * Take the higlighted points into consideration while pre-

management and control processes of financial transac-
tions performed in these public administrations.

paring development plans,

Audit is the milestone for stable economic growth.
No doubt that internal auditing in public with its new form
has filled a gap in terms of providing advisory services as
well as providing the criterias for risk management. Ratian-
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