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Abstract:

The present paper focuses on the aspects regarding the organization of the internal public audit
with an emphasis on the efficiency that it has at the level of local public administration. Thus, the
need for this research is closely related to the importance of highlighting administrative
organizational deficiencies in terms of internal control through audit. More so, the work wants to
shed light on the main problems that affect the efficiency of the internal public audit. Therefore,
in this sense, to obtain the most effective analyses, official data from certain control bodies from
the level of the central public administration were used in the research.
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INTRODUCTION

The audit in itself, regardless of the domain in which it can be found, either public or private,
represents an extremely important activity in the motion of an institution, organizations, having the
role of perfecting and, where appropriate, correcting it. Precisely because of these considerations,
the internal public audit can, in fact, be regarded as an autonomous concept, which is characterized
by autonomy, professionalism and by its non-sanctioning nature. Therefore, representing a form of
verification whose generic objective is the evaluation of systems under various aspects. This type
of control is organized under Law no. 672/2002 and is represented, according to Art. 2 letter a) by
the activity ,,functionally independent and objective, of assurance and advisory, designed to add
value and to improve the activities of the public entity”!, Practically, the audit has the role of helping
the public entity fulfill its objectives, an aspect achieved through the lens of a systematic and
methodical approach, which evaluates and improves both the efficiency and effectiveness of risk
management, governance processes and control. The activity carried out through the lens of the
internal public audit focuses on the analysis of a series of processes, among which are: payments
assumed through commitments; the financial activities or those activities that require the financial
implications of the entity; the administration of the patrimony; concession and rental of public
goods; the allocation of budget credits; establishment of public revenues, etc. This form of control
is completed by an audit report; document formulating recommendations to the audited institution.
The role of these recommendations is to improve the performance of the institution, it is also
transmitted to the competent structures within the Ministry of Finance, respectively to the Central
Harmonization Unit for the Internal Public Audit. Considerations based on which, the internal audit
represents an activity of maximum importance and necessity, both in the private environment, but
predominantly in the public one; in the case of the second one, its existence is closely related to the
presence of democracy in a state. Among the main elements that can be found in relation to the
internal public audit, are: public money, public interest, public funds, public service, budgets, public
administration (both central and local). In this sense, following the way that the public
administration is organized in Romania, especially at the local level, it can be noted that there are
political implications in the administrative process; a presumption that could also indicate a possible

! #**General methodological norms of July 11, 2014 regarding the exercise of preventive financial control, part of
Order no. 923/2014, Republished
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involvement of politics in the internal public audit activity. Circumstance that can have a negative
impact, reducing both the efficiency and the element of impartiality of this type of control. That is
precisely why an analysis of the efficiency of the internal public audit in relation to the local public
administration is necessary.

I. THE ESTABLISHMENT OF THE INTERNAL PUBLIC AUDIT

Regarding the establishment and operation of internal public audit structures at the local level,
according to the Ministry of Finance, the situation is as follows (see Table no. 1):

Table no. 1. Establishment of internal public audit at the local level

2019 2020 2021 Share of annual
average growth

No. of public institutions that have the obligation to establish | 10.054 | 11.608 | 12.083 +9,77%
the internal public audit function
No. of public institutions that established the internal public | 8.557 10.216 | 10.784 +12,47%
audit function
No. of public institutions that established the internal public 912 891 836 -4,27%
audit function through their own structure
No. of public institutions that established the internal public 3.355 4.494 4.764 +19,98%
audit function through the higher hierarchical body
No. of public institutions that established the internal public 60 11 7 -59,02%
audit function through service contracts
No. of public institutions that established the internal public 4.290 4.831 5.184 +9,96%
audit function through a cooperation system
The number of internal public audit structures that are in a 56 56 58 +1,79%
cooperation system

Source: Own processing with data provided by the Ministry of Finance?

From these data, it can be distinguished that, percentage-wise, the establishment of the
internal public audit function is only 89%, although there is a general obligation in this matter.
Furthermore, it is also worth noting that through O.U.G. no. 26/06.06.2012, the method of practicing
the audit through service contracts was repealed, but this method is still practiced, which not only
indicates a non-compliance with the legal norm but also a non-compliance with the methods by
which this type of control should be carried out. Also, in this sense, through a report published in
2019 by the Romanian Court of Accounts, attention is drawn to the fact that although they requested
information about the internal public audit at the local level, the information received is insufficient
precisely because the main authorizing officers of credits of the local budgets did not send reports
in this regard. In fact, this issue refers to those authorizing officers who did not organize the internal
public audit function also to those who have their own, but non-functional departments, as well as
to those entities subordinate to the main authorizing officers. In the Court's analysis, the functioning
and organization of internal public audit structures at the level of local authorities is presented as
follows (see Figure no. 1):

2 Ministry of Finance, Report on the internal public audit activity carried out in 2021 in the local public administration
in Romania, Annex 2, 2021, Romania
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Organization of the internal public audit at the level of local administrative-
territorial units (LAU)
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Figure no. 1. Organization of the internal public audit at the level of local administrative-territorial units (LAU)
Source: Own processing with the data provided by the Romanian Court of Accounts®

Through the prism of these data, it is possible to determine the main problem that affects the
overall efficiency of the internal public audit at the level of the local public administration and that
is the lack of the audit itself. Thus, in this sense, the emphasis must be placed on the significant
number of 942 main budget appropriations officers who do not fulfill their legal attribution by which
they are obliged to ensure an organizational and functional framework for carrying out the activity
of this type of control. Also, to an equal extent with this factor, there are those credit orderers who
do not comply with the legal conditions for carrying out the internal public audit activity (101 main
local budget credit orderers), more precisely those who resort to service contracts services for
auditing. Hence, in the situation of those who did not comply with the legislation and organized this
type of control in conditions that do not comply with the law, it can be admitted that the efficiency
is not very high precisely because of the non-compliance with the legal provisions. It is also worth
noting that the lack of organization of the internal public audit as well as the organization through
conditions that are not compliant with the law are two instances found, almost entirely, at the level
of the communal territorial administrative units (see Table no. 2):

Table no. 2. The organization of internal public audit on territorial administrative units

The type of territorial | No. of total principal | Own internal Unorganized | Cooperation | Service
administrative unit credit orderers public audit structure system contracts
County territorial 41 100% - - -
administrative units
Municipal 103 100% - - -
administrative
territorial units
Urban administrative 217 177-82% 27-12% 9-aprox. 4% 4-2%
territorial units (city)
Communal 2861 268-9% 915-32% 1581-56% 97-3%
administrative
territorial units

Source: Own processing with the data provided by the Romanian Court of Accounts*

Another element that can negatively influence the efficiency of the internal public audit is
given by the way it is organized within its own structures at the level of territorial administrative

3 Romanian Court of Accounts, Special report on the activity of internal public audit structures at the level of local
public administration authorities, 2019, Romania
4 Ibidem
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units. Therefore, out of the 592 territorial administrative units with own structures, the majority
opted for the organization of the audit in the form of a compartment, overall the situation is as
follows (see Figure no. 2):

Organization of internal public audit in own structures
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Figure no. 2. Organization of internal public audit in own structures at local level
Source: Own processing with the data provided by the Romanian Court of Accounts®

For these reasons and by the law, regardless of the form of organization of the audit that was

chosen, the human resource must be sufficient in such a way as to be able to cover the entire scope
of the activities to be audited, as well as in the case of audit needs of all partner entities in the
cooperation system. Following the analysis of the Romanian Court of Accounts, it is shown that out
of the 2,185 territorial administrative units that have their own structures and that are in the
cooperation system, only 1,547 positions of internal auditors were allocated at the end of 2017, of
which only 907 were occupied, thus a percentage of occupation of 59%, and 41% were vacant. An
aspect that could indicate a low efficiency of the internal public auditing, and that due to the size of
the activities that must be audited by reporting the dimension to to the available staff, thus indicating
a possible inability to carry out the auditing process in optimal conditions.
At the same time, the Court also marks the fact that in the given situation there is an insufficient
involvement and concern of the main credit officers with regard to the recruitment, selection and
employment of staff, as well as non-compliance with the legal requirements for the allocation and
employment of at least 2 auditors within each structure. The law clearly states the requirement to
have ,,minimum 2 internal auditors, full-time employees™®. In light of these facts, it is considered
that this situation represents a ,,vulnerability for carrying out the internal audit function and
achieving its purpose™’. The vulnerability highlighted by the Court, being a proof of the low
efficiency of the internal public audit at the local level.

II. INTERNAL PUBLIC AUDIT ACTIVITY

At the same time, it should be noted that the activity of the internal audit sheds light on a
series of irregularities: ,,on one hand from the contents of normative acts, and on the other hand
from the confrontation with the realities of a market economy’”®.

5 Ibidem
6 ##% L aw no. 672/2002, art. 2 letter f); Annex to GD no. 1086/2013 - General rules regarding the exercise of internal
public audit activity, Part III
7 Romanian Court of Accounts, Special report on the activity of internal public audit structures at the level of local
public administration authorities, 2019, Romania
8 Cioban A.N., Hlaciu E. and Zaiceanu A. M., The impact and results of the internal audit activity exercised in
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In addition, in terms of measuring the efficiency but also the performance of the public sector, the
issues related to the ,,nature of public administration’s activities”® must be taken into account.
Precisely because of this aspect, another element with a significant impact on the efficiency of the
internal public audit is also conditioned by the audit missions carried out, equally related to them
are the recommendations formulated following the audit. These elements refer to the audit activity
itself, so that, consequently, they represent the most viable evidence of the effectiveness of an audit.
That is precisely why, according to the report of the Court of Accounts, in 2017 at the level of
territorial administrative units, 5,441 audit missions were carried out and in relation to them, the
recommendations and the degree of their implementation were presented as follows (see Figure no.
3):

Implementation of audit missions at the level of territorial administrative units

= Implemented = Partially implemented Unimplemented

Figure no. 3. Implementation of recommendations at the local level
Source: Own processing with the data provided by the Romanian Court of Accounts!'®

According to these data, the high number of unimplemented or partially implemented missions
should be marked, precisely because, cumulatively, they are close to the number of implemented
ones, which indicates an extremely high percentage in the case of the lack of efficiency in the
implementation of missions. The Court also noted that both compliance with the implementation
deadlines and the implementation itself represent a weak point of the local authorities, precisely
because these deadlines were systematically exceeded. In terms of percentages ,,14% of missions
were implemented after the deadline, and 8% never”!'!. Also within the analysis of efficiency
through the prism of audit missions, the situation of two neighboring territorial administrative units,
namely the Municipality of Arad and the Municipality of Timisoara, can be taken as an example of
comparative analysis (see Table no. 3):

Table no. 3. Audit report Municipality of Arad vs. Timisoara

Internal Public Occupied positions No. of audit No. of recommendations No. of
Audit Office missions carried made recommendations
Activity Report out implemented

the public sector in Romania, Elsevier, 2015.

9 Postula M., Irodenko O. and Dubel Przemystaw, Internal Audit as a Tool to Improve the Efficiency of Public Service,
European Research Studies Journal, Vol. XXIII, Issue 3, 2020.

10 Romanian Court of Accounts, Special report on the activity of internal public audit structures at the level of local
public administration authorities, 2019, Romania

' Tbidem.
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ARAD 2022 Occupied 3 execution 15 audit 52 recommendations 42 implemented,
positions out of a total missions 10 partially
of 6 (5 execution+1 implemented
management)

TIMISOARA 2020 5 positions filled 10 audit 97 Not mentioned
missions recommendations/solutions
formulated

Source: Own processing according to the reports of the Municipality of Arad'? and Municipality of Timisoara'3

Based on these data, one can observe an incomplete activity of the audit offices within both
municipalities, precisely because in Arad some of the recommendations were partially
implemented, and in Timisoara, the office's report is incomplete, a fact due to the lack of mentions
regarding the degree of implementation of the recommendations that were made. Also, the number
of missions completed in a calendar year is slightly reduced, considering the size of a municipality
and all the activities and funds/budgets it involves.

II1. INDEPENDENCE OF THE INTERNAL PUBLIC AUDIT

The efficiency of the public audit is equally influenced by the independence, its objectivity,
implicitly of the person who exercises it, especially because it cannot be assumed to be effective if
it is not independent, and objective. Therefore, according to the Ministry of Finance, for the period
2019-2021, the situation of the independence of the internal public audit related to the elements that
can influence it, was the following (see Table no. 4):

Table no. 4. Internal public audit independence at local level

Number of entities where: 2019 2020 2021 Annual average
(growth)
the internal public audit is not subordinated to the upper 0 0 1 +0,5
management
the appointment and dismissal procedure of the heads of the 6 1 2 -2
internal public audit structure was not followed (lack of
approval)
the procedure for appointing and dismissing internal public 12 13 13 +0,5
auditors was not followed (lack of approval)
Total 18 14 16 -1

Source: Own processing with data provided by the Ministry of Finance'*

Related to these data, it is marked that, in those cases where there are problems where

hierarchical superiors are involved, the auditor will not be able to be independent, objective and
that is precisely due to the fact that this circumstance is a state of incompatibility that influences the
efficiency of the audit activity carried out. Circumstance that can lead to the creation of superficial,
insufficient audit reports.
The importance of the very existence of these circumstances should also be emphasized, because it
indicates a reduced efficiency, by relating them to the implications they assume. Regarding the
objectivity of the auditors, according to the Ministry of Finance, in the local public administration
system, 4 cases likely to affect the objectivity of the auditors were affirmed. Therefore, the elements
that can influence the objectivity of the personnel responsible for the audit, for the period 2019-
2021, were the following (see Table no. 5):

12 Arad City Hall, Internal Public Audit Office, Report on the internal public audit activity carried out within the Arad
City Hall, in 2022, Romania
13 Timisoara City Hall, Internal Public Audit Office, Activity Report for 2020, Romania
14 Ministry of Finance, Report on the internal public audit activity carried out in 2021 in the local public administration
in Romania, Annex 2, 2021, Romania
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Table no. 5. Objectivity trends for the years 2019-2021

2019 2020 2021 Annual average
(growth)
Involvement of internal audit in the conduct 9 4 2 -3,5
of auditable activities
Failure to complete the declaration of 4 2 2 -1
independence
Total 13 6 4 -4.5

Source: Own processing with data provided by the Ministry of Finance'®

In fact, it is about the direct involvement of the one who carried out the audited activity in
the auditing process, practically a verification of one's own activity, a fact that can consequently
cancel the effectiveness of the resulting audit report. Objectivity in these situations cannot be
debated, it is a personal element of man and cannot be related in nature.

CONCLUSIONS

The efficiency of the internal public audit is its most important feature, because it influences
the final objective of the audit, namely, improving the activity of the public administration.
Moreover, when analyzing this type of control it is essential and it is a must to ask the question:
,why do we need and/or want it”!®, a question that makes visible the relationship with the public
responsibility that it has and should have.

Thus, according to the aspects presented in this paper, the efficiency of the audit activity in relation
to the local public administration in Romania is positioned at a low level and that is why an
improvement of it is imperative. Moreover, there is a need for a speedy reform in terms of
improving the legislation in the field, as well as a much more severe sanctioning of those who do
not respect the organizational framework of the internal public audit, and especially of those who
do not conduct it at all.

In conclusion, the reform of the internal public audit is the only one that can positively influence its
efficiency, as well as the performance of the local public administration as a whole. This reform
must be adaptable to socio-economic and cultural changes, and its implementation should be
periodically monitored in order to maintain a positive constant and to be able to correspond to all
the implications of the public sector.
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