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The role of internal audit standardization in improving the audit quality 

Abstract 
Object: The object of the article is to consider the issues of building an internal audit and control system based 

on international standards of internal audit. 
Methods: The research used the methods of system analysis, comparative analysis, grouping method, content 

analysis. 
Findings: As a result of the study, the relationship between the goals of the organization, risks and controls in in-

ternal audit was determined. The most likely areas of risk during the audit were identified. It has been shown that the 
most useful for the company are controls that identify and prevent negative events for the company before they occur. 
Possible directions of use of international standards for the professional practice of internal auditing (International Pro-
fessional Practices Framework (IPPF) in the development of internal auditing standards of an organization have been 
identified. A range of standards that can be developed on the basis of the IPPF in the organization is determined. The 
content and structure of applied standards based on the IPPF for internal audit of an enterprise are proposed. 

Conclusions: The application of international standards in auditing allows an organization to implement a sys-
tematic and consistent approach to the audit process. The development of internal standards of an organization based on 
international ones will help to improve the accuracy of the assessment of control procedures at each stage of verifica-
tion, to solve problems in the field of risk management and to increase the efficiency of business processes. 

Keywords: internal audit, internal control system, internal audit standards, International Professional Practices 
Framework. 

Introduction 
Auditing practice lags far behind the new requirements for audit quality, which are dictated by modern 

economic development process. The variety of internal audit organizations' methodologies complicates the 
task of balancing standardization and elasticity in audit practice. The needs of users and performers of audit 
services require the development of a methodological framework for standardizing audit activities. 

The strengthening of the role of internal audit and risk management in recent years has become a clear 
trend in all developed economies. This is primarily due to the fact that the creation of a system of internal 
control, audit and risk management that meets the modern needs of corporate governance is the most im-
portant tool for managing a company. In 2013, the Institute of Internal Auditors developed the Three Lines 
of Defense model, which draws the relationship between management, risk and control. In this model, the 
third line of defense is the internal audit itself. Audit is gradually turning into a large interconnected system 
of holistic control activities in the company. In a market economy, the need for audit is felt not only in the 
field of finance, intellectual property, labor resources, but also in various operations and management pro-
cesses (Sitenko et al., 2015). 

The application of standards in audit practice is necessary for the effective implementation of audit pro-
cedures. The standards allow audit organizations to most objectively express an opinion on the reliability of 
financial statements, on the compliance of these statements with generally accepted principles and rules for 
their preparation. 
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Literature review 
In the CIS countries, the issues of internal audit in the professional, legislative, institutional aspects are 

currently in progress. Methodological aspects of the functioning of internal audit in modern economic condi-
tions were studied by Skobara, 1998; Burtsev, 2006; Sheremet, 2015. Among foreign researchers, the most 
famous are the works of Goodwin, 2003, Abbott, 2010. A significant contribution to the development of the 
theoretical base was made primarily by the professional association of internal auditors — the International 
Institute of Internal Auditors (IIA). 

Despite the great interest of researchers, in modern economic science there is no unified methodological 
approach to the functioning of internal audit, and hence its internal standardization. First of all, this is due to 
the identification by the majority of scientists of the methodology of internal and external audit, as well as an 
autonomous study of the activities of its subjects. As a result, the problem of standardization of internal audit 
remains unresolved both in organizational and methodological aspects. 

The study of internal audit as an element of the corporate control system and the development of a 
methodological approach to its internal standardization is relevant, which is reflected in the works of Smith 
et al., (2008); Whittington et al., (2006). The CIS works of Gaidarov (2014), A.E. Suglobov (2014), 
Kochinev (2005), Serebryakova (2015) are devoted to the standardization of audit and adaptation of interna-
tional standards to domestic practice. Covered the issues of assessing the audit activity and improving its 
quality R.P. Bulyga (2017), Golubeva & Erokhina (2017). 

The existing professional standards of the International Institute of Internal Auditors and the recom-
mendations of other international organizations regarding modern internal audit must be adapted to the Ka-
zakhstan business environment. This is a prerequisite for conducting research in this subject area. The im-
plementation of these directions allows developing a clearer understanding of the object, the internal audit 
methodology, which allows the formation of audit information that is essential for making decisions in real 
time, as well as the standardization technology necessary to ensure its quality. 

Methods 
The research is based on the methods of system analysis, comparative analysis, grouping method, con-

tent analysis. The methodology of international professional standards of internal audit was used. When ana-
lyzing the processes of risk management and internal control, the methodology of the «Three lines of de-
fense» model, developed by the International Institute of Internal Auditors, was used. 

Findings 
Internal audit is one of the ways to control the effectiveness of the links in the structure of an economic 

entity. Sheremet, 2004, notes that «conducting an internal audit has informational and consulting value for 
the management and (or) owners of an economic entity since it is designed to help optimize the activities of 
an economic entity and fulfill the responsibilities of its management». 

Internal audit, as defined by the International Institute of Internal Auditors, is the activity of providing in-
dependent and objective guarantees and advice aimed at improving the organization's activities. It helps an 
organization achieve its goals by taking a systematic and consistent approach to assessing and improving the 
effectiveness of its risk management, control, and governance processes. The role of the internal audit ser-
vice is currently changing: now it not only evaluates the control procedures of the company's activities but 
also helps its management to solve problems in the field of risk management and improve the efficiency of 
business processes. 

The main peculiarities of internal audit 
The main stages of internal audit are similar to the external one. Both of them include planning activi-

ties, documenting actions, preparing results reports, adhering to standards/rules, etc. However, there are a 
number of significant differences. 

1. Object and result of the audit. The object of the external audit is the financial (accounting) statements 
of the organization, as a result of the audit of which a conclusion is drawn on its reliability. A conclusion can 
also be formed on the effectiveness of the use of budgetary funds (in-state bodies) (Sitenko et al, 2019). At 
the same time, the actions of external audit specialists are aimed at obtaining confirmations or refutations of 
the reliability of the indicators of financial (accounting) statements. The opinion of the external auditor can 
be positive, negative, with a qualification. The object of the internal audit is any process, functional direction 
and system in the organization's activities in order to assess the efficiency and economy of operations, as 
well as compliance with legal requirements. These operations can be: 
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– purchase of inventory items, selection of main suppliers, inventory management in the warehouse (re-
ceipt of materials, issuance to production), etc.; 

– personnel movement management, professional development issues, material and non-material incen-
tives for employees; 

– preparation of financial (accounting), as well as management reporting, control of completeness, time-
liness, and accuracy of reflection in the accounting of performed operations; 

– information security of management and accounting processes; 
– the efficiency of individual sections of the enterprise; 
– corporate culture, ranging from employees' adherence to the principles and rules of work and behavior 

established in the organization, up to business ethics and control of conflicts of interest. 
The result of the work of internal audit is to increase the efficiency of the proven process, functional di-

rection, system, and, through this, the organization as a whole (Utkin, 2019). 
2. Frequency of work and specificity. An external audit is a retrospective audit and checks the complet-

ed transactions for a certain period when there is still an opportunity to make adjustments to the accounting 
registers and change the reporting indicators, but there is no way to correct the management decisions al-
ready made and their impact on processes and efficiency/results of the activity. 

Internal audit performs work on an ongoing basis in the course of the organization's activities and opera-
tions. Accordingly, there is still an opportunity to make adjustments to the adopted management decisions in 
order to ensure the proper efficiency and results of the activity. 

3. Main users. The users of the results of the external audit (reports on the reliability of the reporting) 
are mainly external users to the organization: tax authorities, shareholders, investors, creditors, etc. 

The users of the results of the internal audit work are the organization's managers, specialists who are 
directly involved in the processes, and the owners (through the Board of Directors). 

Internal auditors constantly work with risks and controls, recommending measures to improve the effi-
ciency of corporate governance processes for the organization. Risks can negatively affect the achievement 
of goals, therefore, an established control system is a guarantor of the non-occurrence of risky events. 

Risks and controls are most effective in the following areas (Table 1). 

Table 1. Areas of presence of risks and controls 

Risk and control area Description 
Operational efficiency  Achieve the organization's operational and financial objec-

tives, including safeguarding assets 
Reliability and completeness of financial statements Formation of reliable and reliable financial statements 
Compliance with applicable laws and regulations Compliance with laws and regulations that apply to the 

organization's operations. 
Note: composed by authors from the source (Gorlov, 2019) 

 
The most useful are controls that detect and prevent negative events for the company before they hap-

pen. Such controls are called proactive, or preventive, for example, the division of duties between employees 
or checking the credit history of the buyer before shipping products on credit. 

The cost of implementing controls is also important. It should not exceed the cost of potential losses 
from the realization of risks. A low-cost plastic product business could attract a large international company, 
but the cost of such controls would exceed the profit the company would be able to generate from the sale of 
the new product. 

Effective control can be implemented without detailed descriptions of regulations. An example of such 
oversight is the oral reports of employees to the manager at weekly meetings. In order for control to be effec-
tive, it must consist of three parts: setting a goal, comparing fact with expectations, and taking corrective ac-
tion. In our example, before the meetings, the leader set goals. During the meeting, he compared the fact with 
his expectations and, as a result, took corrective actions. 

The formation of an internal audit system with the linking of audit procedures, risks, and controls can be 
best done taking into account the methodology of international standards of internal audit. 

Discussion 
Internal standards are created by an audit organization to ensure the effectiveness of practical work and 

its adequacy to the requirements of the rules of auditing. Internal standards allow auditing organizations to 
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significantly reduce the time spent on conducting an audit, attract assistants who do not have an auditor's cer-
tificate to participate in the audit, and ensure a high level of results (Mikheyev & Chaikovskaya, 2011). 

Generalization and systematization of experience in the development and use of internal standards is a 
methodologically important and practically demanded task. All standards are developed in accordance with 
certain principles. There are four levels in the system of auditing standards: 

– international; 
– national; 
– standards of auditing associations; 
– internal standards of audit organizations (Mikheyev & Chaikovskaya, 2011). 
Not all audit organizations in Kazakhstan develop their own internal audit standards. This is connected 

both with the specialization of audit organizations and with the desire to reduce the labor intensity of specific 
audits, highlighting in the standard their most important areas and errors on which the auditor should focus. 
In the absence of scientific and methodological developments on the procedure for the formation of internal 
standards, audit organizations must independently develop models for their formation. Using internal stand-
ards, they solve the problem of the quality and reliability of audit services, reduce audit risk, provide an evi-
dence base, and regulate ethical conflicts. 

Standards for the Professional Practice of Internal Auditing (or International Professional Practices 
Framework (IPPF) are divided into two groups: 

– Attribute Standards. 
– Performance Standards. 
Quality standards are essential prerequisites for effective audit. They are created for the development of 

this institution as the main element of the control system in order to improve the quality of auditors' work, 
including ensuring uniform approaches to the content, forms, and methods of its implementation. 

The application of standards in audit practice is necessary for the effective implementation of audit pro-
cedures. The standards allow audit organizations to most objectively express an opinion on the reliability of 
financial statements, on the compliance of these statements with generally accepted principles and rules for 
their preparation. Although there is a debate among internal audit professionals about the mandatory applica-
tion of standards, Chambers and Odar emphasize that the standards developed by IIA are often invariably 
ahead of much of actual practice (Chambers & Odar, 2015). The first group of international standards of the 
internal audit includes provisions on the characteristics of the organization and persons carrying out audit 
activities: independence and objectivity, professionalism and professional attitude to work, the existence of a 
program to guarantee and improve the quality of internal audit. Performance standards determine the proce-
dure for conducting internal audit and the criteria by which its effectiveness is assessed. Such principles are 
used in the course of a specific audit, and can also be applied in the provision of audit-related services. These 
include the principles of independence, honesty, objectivity, and confidentiality, as well as the rules of pro-
fessional conduct, determined in accordance with the code of professional ethics of auditors. 

The weakest side of internal standards of audit organizations is their insufficient linkage with control, 
despite the fact that control over the actual application of internal standards should be the main goal of the 
management of the audit organization. It is imperative to develop control standards, the presence of which 
arises from the requirements of the IPPF. 

For example, International Standard for Internal Auditing (Standard) 2130 «Control» requires that «In-
ternal audit should help an organization maintain an effective internal control system by assessing its effec-
tiveness and efficiency and contributing to continuous improvement of the system». Also, requirements are 
imposed on internal audit to assess the adequacy and effectiveness of control over risks in corporate govern-
ance, operational activities of the organization and its information systems, in terms of: 

– reliability and integrity of information on financial and economic activities; 
– efficiency and effectiveness of activities; 
– the safety of assets; 
– compliance with laws, regulations, and contractual obligations. 
The role of the internal audit service is currently changing: now it not only evaluates the control proce-

dures of the company's activities but also helps its management to solve problems in the field of risk man-
agement and improve the efficiency of business processes. 

When starting to develop internal standards based on IPPF, the internal audit service must first of all de-
termine their content. The main organizational and methodological provisions for the implementation of this 
task: 
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– the purpose of the standard; 
– characteristics of the standard as part of the organizational and administrative documentation and the 

internal control system of the audit organization; 
– expediency of methodological and methodological support (instructions, methodological develop-

ments, manuals, other documents); 
– structure; 
– approximate form; 
– an approximate procedure for preparing a standard. 
Internal standards, as a rule, should contain: 
– introduction (a reference to national, international standards, requirements); 
– general provisions (the purpose and the need for the development of this standard, the object of stand-

ardization, scope, and definition of basic principles are justified); 
– tasks; 
– relationship with other internal standards. 
To ensure the organization of the audit, it is important to develop the Planning standard (based on the 

Standard 2010 — Planning), which is a part of the standards containing general provisions. In this standard it 
is necessary to provide for the requirements, in accordance with which the activities of an economic entity 
are considered. In this case, special attention should be paid to regulations, failure to comply with which may 
cause the termination or suspension of the entity's activities. The responsibilities of the auditor should in-
clude: 

– study of the available information and legal framework related to the economic entity; 
– obtaining information about the techniques and methods they use from the heads of an economic enti-

ty to ensure compliance with the requirements of regulatory enactments; 
– consideration of controversial issues that are ambiguously resolved in regulatory enactments and are 

essential for the audit; 
– testing of registration documents, licenses, and other documents, without which the audited economic 

entity is not entitled to carry out economic activities, etc. 
A standard for internal audit quality control is also being developed, the purpose of which is to deter-

mine the establishment and maintenance of an internal system of quality control of work, so that the audits 
conducted by the organization are fully compliant with regulatory documents. It can be based on the interna-
tional standard «2500 — Monitoring progress». The chief audit executive should establish and maintain a 
system for monitoring executive management's response to the engagement. 

It is impossible to standardize the process of conducting all existing types and subspecies of manage-
ment audit within its three main areas due to the wide variety of objects. In this regard, when forming stand-
ards, it is advisable to single out enlarged objects. In a commercial organization, internal management audit 
standards can be developed in those areas of internal audit that are most relevant to the organization and are 
aimed at achieving its goals and the successful implementation of the strategy. The set of management audit 
standards should disclose methodological approaches to audit technology, regulate the activities of employ-
ees, and determine basic approaches to documenting services in order to improve the quality of services pro-
vided. It is advisable to develop the necessary layouts of documents for the most popular areas of internal 
management audit in order to unify and reduce the complexity of work and reduce working time, accelerate 
the process of conducting inspections. 

We recommend the following unified structure of the standard for proposed standard for the effective-
ness of business process management at the organization (Table 2). The standard should establish audit pro-
cedures to assess the effectiveness of business process management. During the assessment of the effective-
ness of the management system, the following should be assessed: the results of the implementation of the 
organization's strategy; compliance with the methodology and procedures for the implementation of the 
management process, enshrined in the internal regulations of the organization; efficiency of activities in the 
following areas: effectiveness, efficiency, productivity. 

The internal auditor uses a variety of methods to obtain evidence when conducting an audit of the per-
formance of an organization. As noted above, analytical procedures are most often used to confirm the per-
formance of a commercial organization as a substantive test. They should be designed to reduce the risk of 
non-detection of material misstatements at an acceptable level. 

Standardization is a prerequisite for the effectiveness of internal audit in a commercial organization, in-
cluding in the area of management audit. 
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Table 2. Recommended framework for applied standards of business processes’ internal audit 
 

Section name Section Contents 
1. General Provisions 
 

Objectives and foundations of the standard. 
Scope of the standard. 
The validity period of the standard. 

2. Basic concepts and definitions  The list of basic concepts that characterize the audit object. 
3. The area of risks of the business 
process  

The main areas of risk inherent in the business process, and the method of their 
assessment 

4. Audit technology 
 

Basic requirements, principles of auditing. 
Information sources. 
An overview of the scope of the business process being audited. 
Business process validation methodology. 
Requirements for the formulation of the test results. 
Requirements for the quality and efficiency of work on the audit of the business 
process. 

5. List of regulations used during the 
audit  

Documents include internal regulations and external regulations. 

6. Application 
 

Practical applications as needed (tables, questionnaires, tests, flow charts). 
Classifier of typical mistakes and violations 

Note — compiled by the authors based on the source (Le, 2016) 

 
In Kazakhstan, up to now, internal audit is historically perceived as control and audit work. That is why 

internal audit is faced with difficulties today. Even in those companies where the «internal audit» function is 
developing according to international examples, one of the significant risks of an audit project is a biased 
perception of the work of internal auditors. 

The development of internal audit in Kazakhstan is seriously hampered by the lack of available infor-
mation, the lack of interest of owners in internal audit. Another problem is the lack of adapted certification 
for internal auditors. Upon request, the internal auditor must have the obligatory presence of an «auditor» 
qualification certificate obtained in accordance with the Law of the Republic of Kazakhstan «On Auditing», 
or a CIA (Certified Internal Auditor) certificate in the field of internal audit, or an ACCA (Association of 
Certified Chartered Accountants), or a Diploma of DipIFR (Diploma in International Financial Reporting), 
or a certificate of an international professional accountant CIPA (Certified International Professional Ac-
countant), or a certificate of a professional accountant obtained in accordance with the Law of the Republic 
of Kazakhstan «On accounting and financial reporting». But for the majority of Kazakhstani internal audi-
tors, they are not available, because training is conducted mainly in English (Tleubaeva, 2014). 

Conclusion 
Thus, internal standards are created by an audit organization in order to ensure the effectiveness of prac-

tical work and its adequacy to the requirements of the rules of auditing. The main problem faced by all inter-
nal auditors is the most effective allocation of limited internal audit resources, i.e., how to choose the audit 
areas. To do this, it is necessary to conduct a risk assessment on all issues that the auditor can check, and use 
risk-based planning. 

The article proposes the formation of the organization's internal audit standards based on the Interna-
tional Standard for Internal Auditing. When forming standards, it is advisable to single out the largest ob-
jects. In a commercial organization, internal management audit standards can be developed in those areas of 
internal audit that are most relevant to the organization and are aimed at achieving its goals and the success-
ful implementation of the strategy. The set of management audit standards discloses methodological ap-
proaches to audit technology, to regulate the activities of employees, to determine basic approaches to docu-
menting services in order to improve the quality of services provided. 

The proposed unified structure of standards can be taken as a basis for the formation of a set of internal 
audit standards based on international standards for any commercial organization. In turn, standardization is 
a key condition for the effectiveness of internal audit in a commercial organization, including in the field of 
management audit. 
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Д.А. Ситенко, Г.А. Шакирова, Г.Қ. Нургалиева 

Аудит сапасын арттырудағы ішкі аудитті стандарттаудың рөлі 

Аңдатпа 
Мақсаты: Ішкі аудиттің халықаралық стандарттарына негізделген ішкі аудит пен бақылау жүйесін құру 

мəселелерін қарастыру. 
Əдістер: Зерттеуде жүйелік талдау, салыстырмалы талдау, топтастыру жəне контент — талдау əдістері 

қолданылды. 
Қорытынды: Зерттеу нəтижесінде ұйымның мақсаттары, тəуекелдер мен ішкі аудиттегі бақылау 

арасындағы байланыс анықталды. Аудит кезінде мүмкін болатын тəуекелділік аймақтары табылды. Компания 
үшін жағымсыз оқиғалар пайда болғанға дейін оларды анықтайтын жəне алдын алатын басқару құралдары 
компания үшін ең пайдалы екендігі дəлелденді. Ішкі аудиттің халықаралық стандарттарын (IAХС) ұйымның 
ішкі аудит стандарттарын əзірлеуде қолданудың мүмкін бағыттары көрсетілген. Ұйымда IAХС негізінде 
əзірленетін стандарттар жиынтығын анықтады. Ұйымның ішкі аудиті үшін IAХС негізіндегі қолданбалы 
стандарттардың мазмұны мен құрылымы ұсынылды. 

Тұжырымдама: Аудитте халықаралық стандарттарды қолдану ұйымға аудит процесіне жүйелі жəне 
дəйекті көзқарасты енгізуге мүмкіндік береді. Халықаралық стандарттарға негізделген ұйымның ішкі 
стандарттарын əзірлеу тексерудің əр кезеңінде бақылау процедураларын бағалаудың дəлдігін жақсартуға, 
тəуекелдерді басқару саласындағы мəселелерді шешуге жəне бизнес-процестердің тиімділігін арттыруға 
мүмкіндік береді. 

Кілт сөздер: ішкі аудит, ішкі аудитор, ішкі бақылау жүйесі, ішкі аудит стандарттары, халықаралық 
стандарттар. 

Д.А. Ситенко, Г.А. Шакирова, Г.К. Нургалиева 

Роль стандартизации внутреннего аудита в повышении качества аудиторских проверок 

Аннотация 
Цель: Рассмотреть вопросы построения системы внутреннего аудита и контроля на основе международных 

стандартов внутреннего аудита. 
Методы: При проведении исследования использованы методы системного анализа, сравнительный ана-

лиз, метод группировок, контент-анализ. 
Результаты: В результате исследования определена взаимосвязь между целями организации, рисками и 

контролями во внутреннем аудите. Выявлены наиболее вероятные области риска при проведении аудита. Пока-
зано, что наиболее полезным для компании является контроль, который выявляет и предотвращает негативные 
для предприятия события до того, как они произошли. Определены возможные направления использования 
международных стандартов внутреннего аудита (МСВА) при разработке внутренних аудиторских стандартов 
организации. Выявлен круг стандартов, которые могут быть разработаны на основе МСВА в организации. 
Предложены содержание и структура прикладных стандартов на основе МСВА для внутреннего аудита пред-
приятия. 

Выводы: Применение международных стандартов в аудите позволяет организации реализовать системати-
зированный и последовательный подход к процессу аудиторской проверки. Разработка внутренних стандартов 
организации на основе международных будет способствовать повышению точности оценки контрольных про-
цедур на каждом этапе проверки, решению задач в области управления рисками и повышения эффективности 
бизнес-процессов. 

Ключевые слова: внутренний аудит, внутренний аудитор, система внутреннего контроля, стандарты внут-
реннего аудита, международные стандарты. 
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