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Abstract: The selection of all public audit missions is made taking into account some elements,
such as: how the risk assessment is associated with all activities, structures, projects and
operations, the suggestions made by the head of the institution, such as: deficiencies previously
established in the audit report, all deficiencies identified, noted and included in the minutes
resulting from other completed controls, as well as other indications relating to certain
deviations; the name of the broken down topics that are included in the annual plan drawn up by
UCAAPI (CHUPIA - Central Harmonization Unit for Public Internal Audit).
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INTRODUCTION

The head of a public institution has the obligation to take all the organizational measures
in order for all the topics submitted by UCAAPI (Central Unit for the Harmonization of the Public
Internal Audit) to be included in the annual plan for public audit, to ensure all achievable
conditions and to be reported on time. Also, he has to consider the number of all public
institutions that are subordinated; respect the audit period, that is, at least once every 3 years; and
determine the types of audits to be conducted for each subordinated institution.

The internal audit plan' is drawn up annually by the department of the internal audit
institution.

By November 30, the internal public audit plan is developed in the form of a project, the
plan being drawn up for the following year. The draft plan is approved by the head of the public
entity, this being done until December 20 of the previous year.

The draft annual plan will always be accompanied by the supporting report of how the
names of audit missions are included and selected.

The structure of an internal public audit plan includes as elements the following:* what is
the purpose of the audit mission; what are the objectives audited; how to identify and describe the
activity of the operations subject to internal audit; what is the duration of each audit action; which
is the audited period; the number of auditors who are assigned in terms of the audit mission is also
identified.

According to the legal provisions in force, the audit mission plan is conducted on three
levels, as follows:

1) Annual planning: includes all the missions that will be conducted in the following year.
All internal audit missions contain what are the objectives, identify the activities, the staff
and what is the planning of the staff examination.

2) Long-term strategic planning: this is done once every 5 years, according to the legal
provisions in force.

3) Medium-term strategic planning is conducted according to the legal provisions, namely
once every 3 years, the auditable activities must be audited according to their importance
and/ or certain events.

! Legea nr. 672/2002 privind auditul public intern, cu modificarile si completarile ulterioare (Law no. 672/2002
regarding the internal public audit, with subsequent amendments and additions)

2 H.G. nr.1086/2013 pentru aprobarea Normelor generale privind exercitarea activitdtii de audit public intern
(Government Decision no. 1086/2013 for the approval of the General Norms regarding the exercise of the internal
public audit activity)
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It is considered that a particularly good internal audit plan is the plan that in critical
situations has been subjected to a testing process.

The internal audit plan * must be updated, this being done depending on:

1) changes that take place of an organizational or legislative nature, as the degree of
significance may change regarding certain operations that are subject to audit,

2) the requests issued by UCAAPI (CHUPIA - Central Harmonization Unit for Public
Internal Audit) regarding the replacement, introduction, elimination of certain missions
that are included in the internal public audit plan.

2. LITERATURE REVIEW

According to OiRA* At the EU level, there are no fixed rules regarding how risk
assessments must be conducted (you should check the specific legislation related to risk
assessment in your country). However, there are two principles that must always be considered
during a risk assessment:

e Structuring the assessment to ensure that all relevant hazards and risks are addressed (for
example, not neglecting tasks such as cleaning, which may be done outside of normal
working hours, or related departments, such as waste compaction);

e When a risk is identified, starting from first principles in the assessment process by
identifying the possibility of eliminating that particular risk.”

The general rules include a risk assessment methodology, covering all procedures used to
draw up a public internal audit plan on the one hand, and on the other hand, a methodology for
conducting the mission during the elaboration phase of the Internal Audit Program. In this regard,
the following steps must be taken:®

a) Identify all auditable activities,

b) Identify the risks that are inherent in all activities,

¢) Determine the factors for the analysis of all risks, as well as their assessment
levels,

d) Establish the criteria for assessing the level of risk,

e) Determine the total risk score,

f) Draw up the ranking based on the risk analysis of all activities,

g) Rank all the activities to be audited,

h) Elaborate the topic of all auditable activities in detail,

1) Develop the internal audit plan that is drawn up annually.

The identification of activities that are auditable will be based on the analysis of the ROF
(Organization and Functioning Regulations), organizational chart, act of establishment, and all
the decisions regarding the organization. As a result, the audit team will have to draw up the
document entitled List of activities within entities.

Identifying all the risks that are inherent to the activities. In this stage certain changes are
considered, such as: applied methods, people, organizations may change and implicitly the risks
may change.

Part of the operational process is to assess all risks and also to identify and evaluate all
internal factors and external factors, thus affecting the goals of an organization in a negative way.

3 Legea nr. 672/2002 privind auditul public intern, cu modificdrile si completarile ulterioare (Law no. 672/2002
regarding the internal public audit, with the subsequent amendments and additions).

4 OiRA — the Online Risk Assessment tool — is a web platform that allows the creation of sector-specific risk
assessment tools in multiple languages, in an accessible and standardized manner.

So#xx Cum se realizeazi o evaluare a riscurilor (How to carry out a vrisk assessment).
https://oira.osha.europa.eu/ro/how-carry-out-risk-assessment , 30.09.2023

® Ghita, M., Auditul Intern, Editura Tribuna Economicd, Bucuresti 2007 (Internal Audit, Tribuna Economica
Publishing House, Bucharest, 2007).
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For all procedural activities, a working procedure and the internal control system are
developed, and if the entity does not have one, then this situation is characterized by the
emergence of major risks compared to those entities that have developed procedures for all
procedural activities.

In this stage, the table entitled Identification of risks associated with auditable activities is
drawn up.

The establishment of all factors regarding the analysis of all risks and their assessment
levels, is made considering the General Norms regarding assessment from a quantitative point of
view, assessment from a qualitative point of view, and assessment of the internal control system.

This stage is materialized and finalized by completing the table Status of risk analysis
factors and their assessment levels.

The establishment of the criteria regarding the assessment of the level of risks is conducted
by applying the assessment level to all factors of the analysis of all the risks.

The method of determining the total score is as follows: the weighting of the level of
appreciation for all risk factors per levels of risks is applied in order to establish the total score,
this is recorded in the situation entitled Determination of the total score.

The ranking based on the analysis of all risks related to activities is made based on all the
scores obtained, which are determined considering the order of impact they produce. Then, the
situation entitled Classification of activities and risks is elaborated.

Hierarchization of all activities to be audited: this is done based on the Classification of
activities and risks; it will have to consider the number of staff, the time they have at their
disposal, and within the internal audit department and the activities that are carried out, and also
the analysis of all the identified risks, must be taken into account.

The audit team draws up the document entitled Situation of strengths and weaknesses.

The elaboration method of the topic regarding the auditable activities in detail: based on
the document entitled Situation of strengths and weaknesses, The detailed topic of auditable
activities can be realized and elaborated, this being a

document which must include all the missions that will be included in the audit plans that
will be prepared in the future.

The way to develop the annual internal audit plan: in order to draw up the plan, it will be
necessary to determine the audit period for all auditable objectives, what is the time allocated for
each mission and what is the number of auditors who will participate in the audit mission.

The management of the entity, based on the risks, approves the audit plan thus drawn up.

Risk concept and types of risk

Institutions in conducting their activities may encounter a multitude of risks. Risks are
internal risks and external risks.

The entity's management will have to identify all risks and take all contracting measures in
terms of their order of occurrence, as well as when they occur.

Risk is defined as the problem or action that could adversely affect all the objectives set
within an entity.

We specify that the audit team has the obligation to take care of all risks throughout the
entire audit mission.

Types of risk:’

- risks depending on their probability of occurrence, can be potential risks: these risks can
be corrected or prevented in the framework of a correct control; potential risks: there are
certain risks for which the management of the entity has not taken all the correct measures
leading to their elimination,

- risks by their nature can be strategic risks, these risks concern making decisions that were
wrong and concern organization, resources, endowment, and others,

7 Legea nr. 672/2002 privind auditul public intern, cu modificirile si completdrile ulterioare (Law no. 672/2002
regarding the internal public audit, with the subsequent amendments and additions).
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- information risks, these risks are determined by the approval and adoption of information
and reporting systems that are outdated,

- financial risks: these risks arise from the loss of financial sources or from an extremely
high accumulation of liabilities,

- other risks: in this respect we exemplify with legislative risks, commercial risks, image
risks, environmental risks, and others.

Depending on the activities that an institution carries out, the risks can be: general risks,
these being the risks that occur due to the existing situation, from an economic point of view,
from an organizational point of view, etc.; risks that are related to the profile of the institution in
question or are related to its specificity; risks regarding the operation and design of the institution
concerned; the risks that arise also due to the fact that the procedures developed for all procedural
activities have not been updated.

In the execution and performance of all activities regarding the public internal audit®,
according to the legal provisions in the field, the risks are:’ organizational risks, these being
caused by the lack of clear and precise tasks for all members; operational risks, which are caused
by some errors in the financial and accounting records, the lack of control over activities that have
a high risk, improper archiving; financial risks, these risks arise from making payments that have
not been insured.

The risks are included and are part of the operational process, they have to analyze both
those risks that may come from inside the institution and those risks that may come from outside
the institution, and which can have negative effects in relation to the work conducted.

We exemplify as internal factors: the nature of all activities, changes and major
modifications within an entity, qualification in terms of personnel, which is the yield of all
employees in the entity, poor management.

As external factors we can exemplify: the general economic situation at that time, the legal
changes as well as those related to technology.

The entity's management is required to identify all existing risks and conduct an analysis
of them, and the internal audit department takes over the risk analysis and establishes the internal
control system.

Internal auditors assess all performance risks in order to provide data that is as accurate
and real as possible.

All entities are required to implement an effective internal control system, namely:'? to
ensure a control environment!! that includes competent, professional people with integrity;
continuous risk assessment and ongoing information on their evolution; the need to conduct
internal controls to eliminate and mitigate all these risks.

Starting from the assessment of all risks, the auditors draw up both the audit plan and the
audit program.

Risk measurement is done as follows:

a) the probability method, by measuring those risks that are major compared to other risks;
the assessment by the direct method and the annual method of all losses, the findings
identified, as well as the extrapolations made,

8 Legea nr. 672/2002 privind auditul public intern, cu modificarile si completdrile ulterioare (Law no. 672/2002
regarding the internal public audit, with the subsequent amendments and additions).

° H.G. nr.1086/2013 pentru aprobarea Normelor generale privind exercitarea activititii de audit public intern
(Government Decision no. 1086/2013 for the approval of the General Norms regarding the exercise of the internal
public audit activity).

0 H.G. nr.1086/2013 pentru aprobarea Normelor generale privind exercitarea activitdtii de audit public intern
(Government Decision no. 1086/2013 for the approval of the General Norms regarding the exercise of the internal
public audit activity).

" ORDIN SECRETARIATUL GENERAL AL GUVERNULUI nr. 600 din 07 mai 2018 pentru aprobarea Codului
controlului intern managerial al entitatilor publice (ORDER OF THE GENERAL SECRETARIAT OF THE
GOVERNMENT no. 600 of May 7, 2018 for the approval of the Internal managerial control code of public entities)
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b) the method of risk factors, this method involves the classification of total risks by
categories,

c) the method of assessment matrices, this method refers to the fiscal impact, to the
probability of occurrence, as well as to the level of confidence in the internal control of the
entity,

d) risk classification: here we have a method that refers to absolute classification; a method
that refers to relative classifications and a method that refers to classifications from a
matrix point of view,

e) establishing the level of confidence in the internal control within the entity.

For the correct drafting of the internal audit program, the assessment of all existing risks at
entity level is of significant importance regarding the performance in good conditions of all public
internal audit missions.

In order to develop and implement the program as efficiently and correctly as possible!? sit
is necessary to use those auditors who have experience, who know and understand well the
institution, which is to be audited, in other words, the risk assessment methodology.

All the conclusions reached by internal auditors as a result of the recommendations
formulated based on the working documents, they have drawn up will be concretized and
materialize in the content of the internal audit report.

From the implementation of the audit activities in practice, it resulted that risks cannot be
fully detected and identified.

Currently, the internal audit has a particularly significant role in detecting and identifying
all the risks existing within an entity.

At the same time, a public entity was given increased responsibilities leading to the
achievement of all the objectives it has set itself.

Internal auditors are required to comply with all the legal norms in force'?, namely, to
conduct absolutely all audit missions after they have analyzed the existing risks and plan the
internal audit, after a thorough assessment of all risks.

Certain shortcomings that arise, events that occur unforeseen in the conduct of the public
entity's activity, or other deficiencies that may appear as a result of its activity, actually represent
risk factors.

At national level, the following are presented known as risk factors: the public entity that
is subject to audit has in charge a team that is not cohesive; some employees of the entity do not
know and are not aware of the entity's strategy; there are certain employees within the public
entity who do not know their tasks and duties set out in the job description; the information circuit
regarding documents is not clear, it is not set up, respectively it is not coherent; the legal
regulations in force are not respected by all the entity's employees, most of the time; part of the
entity's employed staff is not professional; the products and services offered by the public
institution are characterized as non-competitive; the activity of the public entity is disturbed by
several factors, among which we mention the departure of some employees, documents lost for
various reasons or other calamities; in many cases the activities carried out for each post in the
organizational chart are not subject to rigorous and thorough control; at the entity level the
management is characterized as unprofessional.

At present, risk management is characterized by the following trends: the participation of
all persons who engage in conducting the activity of the audited entity in the risk identification
process.

12 Ghita, M., Auditul Intern, Editura Tribuna Economica, Bucuresti, 2007 (Internal Audit, Tribuna Economica
Publishing House, Bucharest, 2007).

I3 Legea nr. 672/2002 privind auditul public intern, cu modificarile si completarile ulterioare (Law no. 672/2002
regarding the internal public audit, with the subsequent amendments and additions).
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From this point of view, to know all the benefits that arise for the public entity, but also for
its employees, the aim is to conduct in good condition and improve the activities by which risks
within the entity are identified, as well as ways to improve their management.

The heads of the public entity recognize that an effective risk assessment system could
reduce and mitigate certain crises that may arise.

Internal auditors can intervene, but there are situations when they intervened too late,
which is why it is intended to identify in time certain situations or phenomena that produce risk,
thus trying to increase the interest of all entities subject to audit, and then their accountability.

It is also desired and attempted to reduce deficiencies, lack of findings, lack of problems,
deficiencies, all of which led to the emergence of risks within the audited entity.

Whereas it is desirable to carry out an audit and control as professionally as possible, it is
necessary to hold all employees accountable on the one hand, but also management, on the other
hand, internal auditors always having the role of supporting the entity, helping to identify weak
points in the institution in order to correct them.

It is necessary for each employee to determine and identify those risks that may arise in
the course of his activity, since rigorous control cannot always be used for each individual
employee.

By involving all employees who occupy execution positions, the activity will be
conducted much more efficiently in terms of identifying significant risks and how they are
managed.

Risk management has established some priorities, such as: the existence of clearly
established policies regarding the identification of all risks, of the major risks first, identification
of risk carriers, the way in which a period is analyzed, the way in which they are subjected to the
evaluation process and other possible risks; developing risk management and control methods;
audit schemes and risk reporting systems.

Currently, the evaluation of all the risks existing in addition to the efficiency of an internal
control system also emphasizes the self-control of the staff involved, to conduct key controls, and
to adapt existing controls in accordance with the evolution of risks.

The internal audit department, in the public system, is organized and operates in
accordance with the provisions of Law no. 672/2002, within public entities, being subordinated to
the general management level.

Starting from the analysis of the existing risks, the number of internal auditors is
determined, it is established the evaluation of the field that is subject to audit as well as audit
resources, and by comparing them, the number of auditors required to be employed in the entity is
determined.

The evaluation of the field that is subject to the audit'* requires the following steps:!® to
analyze the official list of all activities, this activity will be done after the list of the activity within
the entity's internal audit department is finalized and all these will be compared to the tasks and
attributions established by the Organization and operation regulations, from the job descriptions
of the employees; to divide each activity into several elementary and successive operations, this is
done by describing as detailed as possible all activities from the initiation until its execution; to
identify risks and their attachment to the elementary operations regarding activities, this being
done based on the analysis of the legal framework and professional reasoning.

Another step concerns the identification of all control activities, this activity involves the
elaboration of a questionnaire regarding internal control within the entity, but also through
observation through field visits.

tl4

4 LEGE nr. 672 din 19 decembrie 2002 (*republicatd*) privind auditul public intern (Law no. 672/2002 regarding
the internal public audit, with the subsequent amendments and additions).

15 H.G. nr.1086/2013 pentru aprobarea Normelor generale privind exercitarea activititii de audit public intern
(Government Decision no. 1086/2013 for the approval of the General Norms regarding the exercise of the internal
public audit activity).
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The aim is then to determine those risks that are significant and to develop, at the entity
level, a strategic plan from 3 to 5 years, from 5 years, based on which the number of missions
subject to audit is determined.

It is determine what the audit resources are, this activity being done by quantifying the
total number of hours/person that are allocated to all existing auditors, and then compare with
hours/ person that would be required for the audit missions already planned, and from their
difference, results in the number of hours/ person that remained uncovered, which, and from this
comparison, resulting the number of internal auditors that are necessary to carry out the planned
audit missions.

CONCLUSIONS

In conclusion, this research provides a substantial contribution to the discourse on internal
audit planning, particularly through the lens of risk analysis. The study meticulously outlines the
processes involved in selecting public audit missions, emphasizing the integration of risk
assessment with institutional activities, structures, and operations. This approach not only
enhances the precision of audit planning but also bolsters the capacity of institutions to identify
and address potential deficiencies effectively. By doing so, the research underscores the critical
role of a well-structured internal audit plan in fostering organizational accountability and
transparency.

The significance of this study lies in its comprehensive examination of the elements
crucial to audit planning, such as the alignment with UCAAPI guidelines and adaptability to
organizational and legislative changes. The theoretical implications are profound, as the study
offers a nuanced understanding of how systematic risk analysis can inform strategic audit
decision-making, thereby advancing the existing knowledge base in internal auditing practices.

Practically, the research provides a robust framework for public institutions to enhance
their audit planning processes. By adopting the proposed methodologies, institutions can ensure a
more targeted and effective audit function, ultimately contributing to improved governance and
risk management. This alignment with legal requirements and strategic priorities supports the
attainment of broader organizational objectives.

Despite its contributions, the study acknowledges limitations, including the variability in
audit practices across different jurisdictions and potential resistance to methodological changes
within institutions. Future research should explore these dimensions, particularly the cross-
cultural applicability of the proposed framework and its impact on audit outcomes. Additionally,
empirical studies could further elucidate the relationship between risk-based audit planning and
organizational performance, thereby reinforcing the practical relevance of the findings.

Overall, this research not only enriches the theoretical landscape of internal audit planning
but also offers actionable insights for practitioners, paving the way for more effective and resilient
audit systems.
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