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Abstract: Internal audit receives different interpretations
among professionals. Currently the functions of internal audit have
expanded so much that they have penetrated into the field of
consulting, management and evaluation of business results. As a
result, operational, managerial and performance audit functions
have been put into practice, which in their objectives are sometimes
mixed, cross with each other and give rise to different opinions.

The article attempts to clarify the scope and objectives of each
of the types of internal audit. In particular, the features and unique
functions of operational, managerial and performance audits within
the framework of internal audit are recorded, emphasizing their
development stages and the tools used. The development directions
of internal audit are analyzed based on the changing goals of
entrepreneurship and the requirements of effective development.
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Research  objectives: interpret the objectives of
implementation of various types of internal audit and determine the
directions of development of internal audit, based on dynamic
changes in business motivations.

Research novelty: the principles of diversification of operatio-
nal, managerial and performance audits were revealed and
presented the features of internal audit development stages.

Introduction

The requirement to form an internal audit is conditioned not so
much by checking the reliability of information as by strengthening
the control functions of economic activity in order to increase the
degree of efficiency of entrepreneurship. With the above-
mentioned consideration in mind, business owners, shareholders
and beneficiaries of organizations created internal audit structures,
which, as a rule, should act independently of the executive
management circles, evaluate the work of the latter, identify the
weaknesses of entrepreneurship and make recommendations.

Internal audit developed especially in the 80s of the last
century, when the scope of operations of that structure was
regulated, then the standards of internal audit, the rules of conduct
of internal auditors and the legislation on the implementation of
internal audit came into use. Internal audit is an independent,
objective assurance and advisory function aimed at increasing and
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improving the performance of the organization. It supports the
organization in achieving its objectives through systematic and
systematic assessment and improvement of risk management,
control and management processes.

Research results

The internal auditing profession evolved steadily with the
progress of management science after World War II. It is
conceptually similar in many ways to financial auditing by public
accounting firms, quality ~assuranceand banking compliance
activities.

Internal auditing has evolved to the present day. In its origins,
the main functions of internal audit were supervisory in nature and
pursued the identification of business efficiency reserves. For these
reasons, internal audit was considered operational (see Figure 1).

Operational auditing refers to the evaluation of a company's
performance, both on a day-to-day basis and over a wider time
frame. Unlike the external audit, through which the degree of
reliability of the company's financial statements is determined, the
operational audit studies the business activities of the given
company with the aim of increasing the level of entrepreneurial
efficiency.

An operational audit can be performed by both an external and
an internal audit team. Ultimately, its purpose is to identify ways to
improve management.
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Figure 1. Classification of internal audit types®

By auditing its internal policies and procedures, the company
can highlight the problematic points of its own activity and operate
more efficiently. The result of the audit can be more useful for the
management team, which, considering recommendations, will
enable them to simplify further processes.

Let's present three main results of a successful operational
audit:

v" maximize the level of entrepreneurial efficiency by gaining a
better understanding of how future policies and procedures can
promote competitive business;
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v"identify and prevent risks as much as possible, as organizations
typically bear many operational risks, from health and safety
issues to cyber threats;

v promote the internal control system, examine each operation,
delving into the impact of each change in internal control.

Based on operational weaknesses, the auditor may conduct
interviews with managers, who oversee potential risk areas. He can
also plan and implement audit procedures at the control level, apply
tests to find out how much new processes or objectives can improve
the organization's performance.

Business owners should be aware that operational audits may
reveal unexpected problems (such as the need for a complete
overhaul of existing systems or employee training) that take time to
resolve. Such interruptions in long-term remote operation can lead
to various difficulties.

The operator of the operational audit, having met with the
relevant managers of the company, understands the subtleties of
the business and the possible concerns related to it during
discussions with them. The areas of entrepreneurship that need
improvement are then identified. Thus, thanks to the discussions,
the auditor defines the scope and schedule of the operational audit.

Managerial audit is a type of internal audit, that has been used
relatively recently. It practically aims to identify the weak links of
the organization's management and to improve the managerial
functions. When examining the corporate goals, the managerial
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audit is aimed at analyzing and evaluating the competences and
abilities of the organization's management, considering the
management performance. Therefore, it can be said that the audit
evaluates how effectively the management team of the organization
uses its strategic and tactical capabilities and resources.

On the other hand, management audit is a method of
independent and systematic assessment of the activities of all levels
of management, which aims to find out the effectiveness of
management functions and the recorded achievements compared
to the established standards.

Therefore, we can say that management audit is an investigation
of management from the highest to the internal level. The scope of
the study of managerial auditing is much wider than that of finance,
as it is related not only to the financial sphere, but also to various
aspects of business.

Thus, one of the activities of the managerial audit is to find out
how much the management of the organization follows the
principles and policies formulated by itself, to analyze the
ineffectiveness of the management and the fulfillment of the goals,
to present proposals for the improvement of certain areas (for
example, sales, purchases, finance, human resources,
administration, etc.).

Therefore, the managerial audit should assess the organization's
management processes and present appropriate recommendations
for their improvement in order to achieve the following goals.
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Currently, performance auditing is widely used in practice (see
Figure 1). Performance auditing is an independent, unbiased, and
reliable study, that reveals how appropriate and timely management
initiatives are, how certain systems, operations, programs,
measures, or organizations are performing. Are the roads
operating in accordance with the principles of economy, targeting
and cost efficiency, and is there room for improvement or not?

The principles of economy, target and cost effectiveness can be
defined as follows:

"The principle of economy means to minimize the expenditure
of resources. The resources used must be available at the right
time, in the right quantity and quality, and at the best price.

"The principle of cost efficiency means getting the most out of
available resources. This refers to the relationship between the used
resources and the output in terms of quantity, quality and time.

"Targeted effectiveness is related to the realization of the
defined goals and the achievement of the intended result.

Thus, the main purpose of the performance audit is to
constructively promote effective management in terms of economy,
achievement of objectives and costs.

Along with the evolution of the types of internal audit, the tools
of audit implementation and the relationships between them also
evolve (see Figure 2). Thus, if at the initial stage of internal audit
application, attention was paid to control regulations, then along
with the development of audit activity, there was a need to develop
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and implement internal audit standards and regulate the whole

process by law.

Figure 2. Interrelation of internal audit implementation tools’

Conclusion
Internal audit currently is in the stage of dynamic development.
If the objectives of the external audit are clear, to present a
reasonable opinion on the reliability of the financial statements
published by the organizations, then the objectives of the internal
audit are different. Nevertheless, the internal audit is not limited to
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only control functions, but also evaluates the effectiveness of the
activities of the entity management units, reveals business
development reserves. Therefore, in practice, there is a need to
clearly separate the functions of operational, managerial and
performance audits, that are part of internal audit. This problem is
complicated by the fact, that the functions of various external audits
are often intertwined. Therefore, the management of the
organization should clearly Identify, which type of internal audit will
be used based on the priorities of the business organization.
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