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SYSTEM OF INTERNAL GOVERNMENT AUDIT
IN THE REPUBLIC OF KAZAKHSTAN

Abstract. The study presents the system of internal state audit of the Republic of Kazakhstan, discusses the
problematic aspects of their implementation and the prospects for their resolution in the reform process. The system
of financial control of Kazakhstan is undergoing a stage of radical reform. The transformation of the internal public
audit system requires the reform of all elements of the existing control system. The creation of effective mechanisms
for implementing the principles lays the foundation for the effective functioning of the state audit system in the
financial management of state bodies. In order to create an effective state audit system, measures have been
identified for its implementation, in particular, to improve the quality of control measures and ensure their
compliance with international standards.

Keywords: audit, compliance, system, taxes, internal state audit.

INTRODUCTION

At present, the state financial resources management system is in the process of cardinal reform. The
strategy "Kazakhstan - 2050" set the task of joining the thirty most developed countries in the world. The
solution of this ambitious task in the first place requires a significant increase in the efficiency of
management of public financial resources.

During 2013, as part of the implementation of the Strategy, three Concepts were adopted with the
goal of reforming all stages of the management of public financial resources ranging from forecasting and
planning to monitoring.

The concept of improving the system of state-oriented results. The purpose of the concept is to create
a balanced system of strategic and budget planning, increase the effectiveness of the implementation of
strategic and program documents and the activities of government bodies [1].

MAIN PART

The concept of a new fiscal policy aims to ensure the stability of public finances, increase the
effectiveness of budget spending, increase the efficiency of local executive bodies and create favorable
conditions for sustainable economic growth [2].

The concept of introducing a state audit is aimed at reforming the state financial control system into a
state audit system [3].

Types of Internal Audits

Internal auditing has historically been synonymous with the performance of financial audits, which
seek to ensure an organization is using generally accepted accounting procedures (GAAP) to create and
manage financial information through the review of financial statements. Businesses also recognize the
need for other types of auditing that look beyond ledgers and balance sheets with respect to legal
compliance, IT security, environmental, operational and performance oversight objectives:

Compliance Audits are used to evaluate an organization's compliance with applicable laws,
regulations, policies and procedures. Legal and policy requirements may be created by federal or state
statute. An organization's management or board of directors can also create compliance requirements
internally.

Environmental Audits identify the impact of a company's activities on the environment and determine
whether the company is complying with environmental laws and regulations.
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Information Technology Audits evaluate information management systems and computer databases to
ensure that confidential customer information and proprietary intellectual property is secure. Information
technology audits ensure that only authorized users are able to gain access to privileged information and
that the information itself is accurate.

Performance Audits assess whether an organization is meeting the goals and objectives set forth by
the board of directors. If the organization is not meeting its stated goals, the internal auditor will identify
process shortfalls and make suggestions for improvement to the board of directors.

Operational Audits assess the overall efficiency and reliability of an organization's control
mechanisms. An essential component of operational auditing is the objective review of the way an
organization allocates resources. If resources are not being used efficiently, the internal auditor will report
these findings along with recommendations on how to reduce wasteful or inefficient resource allocation.

If we look at the experience of foreign countries in which the institute of state audit is most
developed, such as the United States and the United Kingdom, it should be noted that in these countries
there is no special system of certification of state auditors. The certification system for employees of the
financial sector is the same for both private and public sector organizations, both for accountants and
auditors, while certification is not carried out by government bodies. Certification of financial sector
workers in these countries is fully within the competence of self-regulatory, public organizations. The
most recognized of these in the United States is the American Institute of Certified Public Accountants
and Auditors (AICPA). This is a professional association of practicing accountants and auditors, which is
the most authoritative non-governmental professional organization representing the accounting and
auditing community in the United States. When applying for a job at state audit bodies, the presence of an
auditor's certificate is not mandatory, but at the same time, preference is given to certified employees.

The budget at all levels plays a huge role in the development and prosperity of the state, the
promotion of scientific and technological progress, and the development of the economy. State budget
revenues to GDP in developed countries are in Australia - 50.6%, in Norway - 55.2% and 39.8% in
Canada [4].

The Budget Code of Kazakhstan does not fully indicate the main components of state control, in
particular, control over the formation and use of financial resources of national companies, holding
companies, joint-stock companies with state participation, control over the formation and use of state extra
budgetary funds, state accumulative pension fund, control efficiency and evaluation of the provision of
various tax benefits and preferences, etc.

We do not pretend to determine the full component of the state audit system, which requires a
comprehensive scientific approach. However, without defining the elements of this system, the problem of
duplication arises, the desire to exercise financial control of each state body. In this regard, it is necessary
to examine the main directions of state audit. After that, the bodies performing state audit should be
identified.

An analysis of international experience shows that a country develops in a democratic way only when
the activities and structure of the state meet the needs of civil society, the interests of every citizen. Under
these conditions, it is necessary to establish a single legal order that is compulsory for all citizens and civil
society institutions and to build an adequate system of state audit, which would focus on meeting the
needs of the whole society, protecting the interests of citizens, including the delegation of their property.
That is why in developed countries special attention is paid to the organization of state audit.

To improve the quality of control measures and ensure their compliance with international standards,
it is necessary to create an effective state audit system, in particular, to create a coordinated methodology
for planning and conducting control measures, to solve the issue of centralized training and retraining of
personnel, and to create a unified audit information base.

In the process of the internal control services, there are also difficulties with the full implementation
of the principle of independence. In accordance with the current Rules for the implementation of internal
control, it is stipulated that the Internal Control Service is organizationally and functionally independent of
the activities of other structural divisions, at the same time, the boundaries and this independence and
ways to ensure it were not fixed by law. In the new draft law, an attempt was made to eliminate this gap.
A number of norms were included to ensure the independence of the Services, in particular, it was
stipulated that the Internal Audit Service could not be involved in work related to the competence of other
structural subdivisions of the state body, as well as in the preparation or execution of programs and
projects not related to its powers. Moreover, the New Draft Law made an attempt to limit and regulate the
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interaction of the Internal Audit Services (IAS) directly with the head of the state body. It is assumed that
the interaction of IAS with the head will be carried out only for the approval of the work plan, the decision
to implement the recommendations of the audit results and to review the annual report on internal audit.
The introduction of these restrictions, in our opinion, is superfluous, since it limits the potential potential
of using CBA. Their activities are limited to audits, recommendations on the results of audits and
reporting. We believe that closer interaction of NEA with the head of the state body at the stage of
developing a strategic plan, forming a budget request, in the process of implementing current monitoring
would help prevent violations and more effective work of state bodies.

At the same time, the draft law provides for an assessment of the effectiveness of the work of the
internal audit services, on the part of the authorized state audit body. The need to assess the effectiveness
of one internal audit body, another internal audit body is questionable, since it initially contradicts the
principle of independence. The ultimate goal of IAS is not to identify or even prevent violations, but to
increase the efficiency of the state body, and to evaluate its work is necessary from the standpoint of the
state body as a whole. We believe that it will be appropriate to conduct an assessment of the IAS by the
external audit body as part of a comprehensive audit of the activities of a state body [5].

To create a public audit system, the following activities are proposed:

e improvement of the regulatory legal, methodological and information base of control over the
execution of the republican and local budgets, including the creation of a unified database of objects of
control, the introduction of methods of economic analysis, information and computer audit technologies;

e delineation of the functions and powers of state bodies conducting external and internal audits;

e Strengthening the status of bodies performing external audit (the Accounts Committee and Audit
Commissions) and taking the necessary measures to ensure their independence from the executive and the
status of documents adopted as a result of ongoing monitoring activities;

e legislatively fixing the mechanisms of interaction and coordination of all controlling bodies in the
field of public audit, in order to eliminate the existing elements of duplication in their activities;

¢ improvement of the mechanisms for implementing the decisions taken by the external audit bodies
on the basis of control measures;

e implementation of the transition to international standards in the field of accounting, financial
reporting and auditing, which will ensure transparency of the process of managing public resources, full
mobilization of taxes, fees and other payments to the budget, increase the rationality and efficiency of
spending state funds, as well as the quality of activity of state bodies themselves ;

e completion of the informatization of the state audit system taking into account the introduction of
budget programming methods;

e increasing public confidence in controllers and their professionalism by presenting the
qualification requirements of employees of audit bodies;

o strengthening the capacity of the internal audit service.

CONCLUSION

GFOA makes the following recommendations regarding the internal audit function:

e Every government should consider the feasibility of establishing a formal internal audit function
because such a function can play an important role in helping management to maintain a comprehensive
framework of internal controls. As a rule, a formal internal audit function is particularly valuable for those
activities involving a high degree of risk (e.g., complex accounting systems, contracts with outside parties,
a rapidly changing environment). If it is not feasible to establish a separate internal audit function, a
government is encouraged to consider either 1) assigning internal audit responsibilities to its regular
employees or 2) obtaining the services of an accounting firm (other than the independent auditor) for this
purpose;

e The internal audit function should be established formally by charter, enabling resolution, or other
appropriate legal means;

e [t is recommended that internal auditors of state and local governments conduct their work in
accordance with the professional standards relevant to internal auditing contained in the U.S. General
Accounting Office s publication Government Auditing Standards, including those applicable to the
independence of internal auditors;
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e At a minimum, the head of the internal audit function should possess a college degree and
appropriate relevant experience. It also is highly desirable that the head of the internal audit function hold
some appropriate form of professional certification (e.g., certified internal auditor, certified public
accountant, certified information systems auditor); and

e All reports of internal auditors, as well as the annual internal audit work plan, should be made
available to the government s audit committee or its equivalent.

The real implementation of the principle of publicity of financial control should be publicly available.
Implementation of activities should not be too hasty. It is necessary to consistently make changes and
additions to the regulatory legal acts and to carry out a large joint work with all controlling and law
enforcement agencies in the framework of the implementation of the new fiscal policy in the republic.

V]IK 338.246
3.K. UrutaeBa

JL.H.I'ymuneB ateianarsl Eypasust YITTBIK YHUBEPCHTETI
KA3AKCTAH PECIIYBJIMKACBIHBIH IILIKI YKIMET AYJUATIHIH, )KYWECI

Annorauus. 3eprrey Kazakcran PecryOnuKkachlHBIH 1IIKI MEMJICKETTIK ayIuT KYHECIH YCBIHAIBI, OJIapIbl iCKe
acBIPYIBIH TPOOJIEMANBIK aCHEeKTIIepiH JKoHE onapAbl pedopManay INpoIeciHae oJapiasl IIemly INepCreKTHBaTapblH
TasKplIaiapl. Ka3zakcrangars! Kap KbUIbIK OakblIay skyieci TyOereitni pedopmanap ke3eHiHeH oTyne. ki MeMiIeKeTTik
ayIuT JKyHeciH TpaHcdopMalusiiay KOJJaHbICTaFbl OaKbUlay >KYWECiHIH OapibIK 3JIEMEHTTEpiH pedopManayibl Taiar
ereni. Ocbl NPUHIMOTEPI CHTi3YAIH THIMAI TETIKTEpiH Kypy MEMIICKETTIK OpraHiaplblH Kap>KbUIBIK OacKapyblHIaFbl
MEMIICKETTIK ayJMT XYHECIHIH THIMJII )KYMBIC icTeyiHe Heri3 6oiaapl. MeMIICKEeTTIK ayAUTTiH THIM/I )KYHECIH KYpy YIIiH
OHBI icKe achlpy OoiibIHINA, OHBIH imIiHAe OaKbUIay LIAPATAPBIHBIH CAllachlH XKAKCAPTYy XOHE OJIAPIbIH XaJbIKapalblK
CTaH/ApTTapFa COUKECTITiH KaMTaMachl3 eTy OOMBIHIIA MIapanap aHbIKTaIbL.

Tyiiin ce3aep: ayur, colKecTik, Xyiie, CalnbIKTap, ilIKi MEMJIEKETTIK ay/IuT.

V]IK 338.246
3.K. UrutaeBa

EBpaswmiickuit HannoHaneHeI yHUBepcuTeT nMenu JI.H.I'ymunesa

CUCTEMA BHYTPEHHET O T'OCYJAPCTBEHHOI'O AYJIUTA
B PECIIYBJIMKE KA3AXCTAH

AnHoTanmusa. B wmccrmemoBaHMM TpencTaBIeHA CHCTEMa BHYTPEHHETO TOCYNapCTBEHHOrO ayauTa PecmyOmuxw
Kazaxcran, paccMOTpeHBl NpOOJEMHBIE AaCHEeKThl UX pealu3allid M IEepPCIeKTHBBl WX pa3pelleHus B Ipolecce
pedopmupoBanns. Cucrema QuHaHCcOBOro KOHTpons KasaxcTaHa TPOXOIMT 3Tal KapIWHANBHOTO DPe(hOpMUPOBAHHUSL.
Tpanchopmanusi cHUCTeMbl BHYTPEHHEI0 TOCYAApPCTBEHHOTO ayaura TpeOyeT pedopMHpoOBaHUS BCeX 3IEMEHTOB
cyliecTByoLIel cucteMbl KOHTpoisl. Co3aHue AefCTBEHHBIX MEXaHU3MOB PEAIM3ally IPUHIIUIOB 3aKIabIBAET OCHOBY
3¢ deKTHBHOro GYHKIMOHUPOBAHUS CUCTEMBI TOCYJAPCTBEHHOTO ayIUuTa B ()MHAHCOBOM MEHEIXMEHTE rOCyJapCTBEHHBIX
opraHoB. g co3nanust 3p(QEKTUBHON CHCTEMBI TOCYapPCTBEHHOTO ayIUTa BBIIBICHBI MEPOIPHATHS JUIS €T0 IIPOBEJICHIE,
B YaCTHOCTH, AJISI IOBBIIEHUS KAa4eCTBA KOHTPOJIBHBIX MEPONPUATUH U 00ECIICUeHUSI UX COOTBETCTBUSI MEXKAYyHAPOJHBIM
CTaHJapTaM HEOOXOIMMO TPOBOANTh omeHKy CBA opraHoM BHemHero ayauTa B paMKaxX KOMIUIEKCHOTO aynIuTa
JIeSITeIbHOCTU TOCYIaPCTBEHHOTO OpraHa U ApyTrhue MEpONpPUATHS, KOTOPBIE OCBAILIECHBI B JAHHON CTaThe.

Kiro4yeBblie ci10Ba: ayaAuT, COOTBETCTBUE, CUCTEMA, HAJIOTH, BHYTPEHHHH TOCY JAPCTBEHHBIN ay JUT.
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