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Summary. The article examines the theoretical and practical aspects of improving the organization and
methodology of internal financial audit in the context of modern challenges. It is determined that under conditions
of economic instability, digitalization of business processes, increasing financial risks, and growing requirements
for financial transparency, the role of internal audit as an effective management tool is significantly increasing.
The current state of internal financial audit organization is analyzed, key problems are identified, and the need for
their solution is substantiated. The improvement of organizational principles of internal audit is proposed through
the development and implementation of the Regulation “On Internal Audit at Domestic Enterprises”, which will
ensure the unification of methodological approaches, standardization of audit procedures, and enhancement of the
institutional framework for internal audit functioning. The implementation of such a regulation will contribute
not only to increasing the efficiency of enterprise activities, but also to strengthening transparency, accountability,
and trust among stakeholders, including investors and regulatory authorities. A comprehensive methodological
approach to conducting internal financial audits of financial statements of structural divisions is developed. This
approach is based on the application of cross-checking procedures, analytical comparisons, and the systematic
use of auditors’ working documents, which enables the identification of inconsistencies, prevention of errors,
and improvement of the reliability of financial information. In addition, the proposed methodology includes the
verification of intercompany transactions, assessment of compliance with accounting policies, and evaluation of
the consistency between financial reporting and accounting registers. It is proved that the implementation of an
effective internal financial audit system contributes to improving the reliability and completeness of financial
reporting, optimizing the use of financial and material resources, strengthening financial discipline, and minimizing
operational and financial risks. Furthermore, internal audit enhances the quality of management decision-making
by providing timely, relevant, and reliable information for analysis and planning. The expediency of reflecting the
activities of the internal audit service in the accounting system is substantiated, as it allows for a comprehensive
assessment of the costs associated with maintaining the audit function and determining its economic efficiency. This
approach also facilitates the evaluation of the value added by internal audit, supports performance measurement,
and ensures better integration of audit results into the overall enterprise management system.

Keywords: internal financial audit; audit organization; audit methodology; financial reporting; internal control;
risks; digitalization; enterprise efficiency; management.
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AHoTauig. Y CTarTi AOCIIHKEHO TEOPEeTHYH] Ta MPaKTUYHI aclleKTH YIOCKOHaJIEHHs OpraHi3alii Ta MeTonu-
KH BHYTDIIIHFOTO (DIHAHCOBOTO ayJHTy B YMOBaX Cy4YaCHHX BHKJIHKIB PO3BHTKY €KOHOMiKH. HaromomreHo, 1mo B
YMOBax TOCHJICHHS €KOHOMIYHOI HecTaOuIbHOCTI, TpaHcopmallii Oi3Hec-cepenoBuIna, nudposizamii 00I1iKOBO-
AHAIITUYHUX TMPOIECIB, 3pOCTaHHs (PIHAHCOBUX PU3WKIB Ta ITIBUIICHHS BUMOT JI0 MPO30POCTi W JOCTOBIPHOCTI
(hiHaHCOBOI 3BITHOCTI CYTTEBO 3pOCTAE POJIb BHYTPILIHBOTO AyIUTY SIK BAKIMBOTO IHCTPYMEHTY CHCTEMHU KOpIIOpa-
THUBHOTO ynpaBiiHHs. [IpoaHanizoBaHo cyyacHUi cTaH opraHisauii BHyTpPIIIHEOTO ()iHAHCOBOTO ayJUTy Ha BITUM3-
HSHHX MIANPHEMCTBAX, BUSBICHO KIFOYOBI MPOOIeMH Horo GyHKIIOHYBaHHS, 30KpeMa: HEJJOCTAaTHIO HOPMATHBHO-
METOIMYHY periIaMeHTaIlit0, 0OMEKEHHH PIBEHB IHTETpallil 3 CHCTEMOIO YIIPABIIHCEKOTO 00Ky, pparMeHTapHICTh
ITIIXOIB JIO OI[IHKK PU3HKIB, a TAKOK HETOCTATHIO ¢(DeKTUBHICTh BUKOPUCTAHHS PE3YIIBTATIB ayTUTOPCHKHUX Tepe-
BIpOK Y TIpOIleCi MPUHHSATTS YNPaBIiHCHKUX pilieHb. OOIPpyHTOBAHO HEOOXIIHICTh KOMIICKCHOTO BIIOCKOHAJICH-
HSl OpraHi3aIiifHo-MeTOAMYHOTO 3a0e3MeueHHs BHYTPILIIHBOTO ayIUTy. 3allpOIIOHOBAHO HAIIPSIMH YIO0CKOHAJICHHS
OpraHi3aniiHUX 3acaj] BHYTPIIIHBOTO ayIUTy [IUIIXOM PO3POOKH Ta BIIPOBAHKEHHS peraMeHTy «llomoxeHHs mpo
BHYTPIIIHINA ayIUT HA BITYU3HAHUX MiJIPUEMCTBAX», IO JO3BOJIMUTH YHi(piKyBaTH MiAXOAU A0 HOTO 3AilCHEHHS,
YiTKO BU3HAYUTH (PyHKIIi1, MpaBa Ta BiANOBIJANbHICTh CIIy>KOU BHYTPILIHHOTO ayIUTY, & TAKOXK MiABULIUTH MIPO30-
PICTh Ta KOHTPOJILOBAHICTh AyTUTOPCHKUX TpoIieciB. PO3po0iIeHO METOAMYHHME MiAXiq 10 MPOBEACHHS BHYTPII-
HBOTO (PIHAHCOBOTO ayAUTy (hiHAHCOBOI 3BITHOCTI CTPYKTYPHUX MiJAPO3ALIIB MiAIPUEMCTBA, KU IPYHTYEThCS Ha
3aCTOCYBAHHI MPOLEAYP MEPEXPECHOi MEPEeBIPKH IMOKA3HMKIB, aHATITHIHAX MPOLELYP, TECTYBAHHS BHYTPIIIHIX
KOHTPOJIIB Ta BUKOPHCTAHHS CTAaHAaPTH30BAHIX POGOUNX JTOKyMEHTIB aysuropa. Lle 3abesmnedye miBUILCHHS TOY-
HOCTI OLLiHKH (piHaHCOBO] iH(oOpMaLii Ta CBOEYACHE BUSBICHHS BIAXMIICHB i pH3KKiB. JIOBEACHO, 1110 BIPOBAUKCHHS
¢()eKTUBHOI CHCTEMH BHYTPIIHBOTO (HiHAHCOBOIO AyIMTy CIPHSE ITiABMLICHHIO JOCTOBIPHOCTI (hiHAHCOBOI 3BiT-
HOCTI, ONTUMI3alii BUKOPUCTAHHS PECYPCiB MiIIPUEMCTBA, 3MIMHCHHIO (PIHAHCOBOI MUCHUILTIHY, ITiJBHIICHHIO
PIBHS BHYTPIIIHHOTO KOHTPOJIO Ta MiHIMI3allil (iHAHCOBHX 1 omnepariiitHux pu3ukiB. OOrpyHTOBAHO MOLUILHICTD
BiTOOpaYKeHHS AISUTLHOCTI CITY)KOM BHYTPIIITHBOTO ayIUTy B CHCTEMI OyXTalTepChKOTO OOJIKY 3 METOKO OIHKH ii
CKOHOMIYHOI €(heKTHBHOCTI Ta peByanaTI/IBHOCTi SIK CKJIa/I0BOT yNPABITIHCBKHUX BUTPAT IiANPHEMCTBA.

Karouosi ciioa: BHyTpilHil QpiHaHCOBHIT ayquT; OpraHisaLlis ayiuTy; METOIMKA ayAUTy; GiHAHCOBA 3BITHICTB;

BHYTPILIHIH KOHTPOIb; PU3KKHU; NU(POBi3alis; e(heKTUBHICTD AiSIbHOCTI; HIMPUEMCTBO; YIPABIiHHS.

Problem statement. In the modern conditions of
economic transformation, strengthening of globaliza-
tion processes and increasing the level of uncertainty
of the economic environment, ensuring the effective
functioning of the internal financial audit system at
enterprises is of particular importance. Dynamic
changes in legislation, increased requirements for
transparency of financial reporting, introduction of
digital technologies and aggravation of financial risks
make it necessary to revise traditional approaches to
the organization and methodology of internal audit.

Internal financial audit is an important
management tool that ensures control over financial
flows, assessment of the efficiency of resource
use, identification of reserves for increasing the
effectiveness of activities and minimization of risks.
At the same time, modern challenges, in particular
economic instability, military threats, digitalization
of business processes and the growing complexity
of financial transactions, require improvement of the
organizational principles and methodological tools of
internal financial audit.

The issue of internal audit development was
reflected in the works of domestic and foreign
scientists, but the issues of complex improvement
of its organization and methodology, considering
modern challenges, remain insufficiently researched
and require further scientific substantiation.

Analysis of recent research and publications.
The issues surrounding the organization and meth-
odology of internal financial audit are extensively
captured in the works of both domestic and foreign
scholars. Ukrainian researchers such as Fedir Butynets
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[1], Dmytrenko I. [2], Viktor Sopko [3], Lyudmyla
Kindratska [4], and others have made significant
contributions to the development of the theoretical
and practical aspects of audit.

Their works explore issues related to the
organization of internal control, audit methodologies,
improvement of accounting and analytical support,
and enhancement of the reliability of financial
reporting. Fedir Butynets views audit as a component
of the enterprise management system, while
Dmytrenko 1. focuses on methodological approaches
to the organization of internal control.

Among contemporary Ukrainian researchers, it is
worth noting Oleksandr Petryk [5], Tetiana Kamenska
[4], who focus on issues related to aligning audit with
international standards, the development of internal
audit, and its role in corporate governance.

Foreign scholars have also made significant
contributions to the development of the modern
concept of internal audit, notably Lawrence
B. Sawyer—who is considered the founder of
modern internal audit—Robert R. Moeller, and
Andrew D. Chambers. In their works, internal audit
is viewed as an independent assurance and consulting
activity aimed at improving the effectiveness of risk
management and internal control.

Thus, the analysis of scientific works indicates
a significant attention of researchers to the
development of internal financial audit, but the issue
of its comprehensive improvement in the conditions
of modern challenges, in particular digitalization,
instability of the economic environment and increased
risks, requires further research.
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This article is aimed at studying the theoretical
and practical aspects of improving the organization
and methodology of internal financial audit in the
conditions of modern challenges, as well as to develop
recommendations for increasing its efficiency in the
enterprise management system.

Achieving the set goal made it necessary to solve
the following tasks: analysis of the current state of
internal financial audit; identification of key problems
of'its organization; study of methodical approaches to
carrying out audit; substantiation of the directions for
their improvement, with the influence of external and
internal factors.

Thus, the relevance of the research topic is
determined by the need to adapt the internal financial
audit system to the new operating conditions of
enterprises which will ensure an increase in their
financial stability, competitiveness, and efficiency of
activity.

Summary of the main research material.
Regulatory and legal support is an important
element of the organization of internal audit.
During the development of the regulatory
framework, it is necessary to clearly define its
main goals and objectives, as well as the range
of information that should be available to owners
and higher state bodies regarding the company's
activities[7]. The key requirements that internal
audit regulations must meet include: unambiguity
of interpretation — avoidance of ambiguous
understanding of norms; comprehensibility — norms

must be accessible and understandable to all users
when carrying out an audit and using its results;
compliance with related regulatory acts — provisions
must not contradict other regulatory documents;
universality — the regulatory act must be suitable
for application in various sectors of the economy;
adaptability to economic changes — provisions should
not require frequent revision in the event of a change
in the economic situation [8].

Based on these principles, in addition to
making adjustments to the International Internal
Audit Standards taking into account the national
characteristics of the economy and regulation, it is
advisable to develop and implement Regulation “On
Internal Audit at Domestic Enterprises”.

The application of such a regulation will
contribute to increasing the efficiency of enterprises
and expanding cooperation with foreign partners, for
whom the presence of an internal audit is an important
indicator of business stability and reliability. The
structure of the provision and the information it
should contain are given in the table 1.

Analysis of the structure of the document
presented in the table. 1, showed that its introduction
into the practical activities of enterprises will
contribute to improving the quality of work, as it
involves a unified interpretation of internal audit, the
obligation to implement it at enterprises operating
on the international market, and the provision of the
internal audit service with highly qualified personnel.
Determining the organizational form of internal audit

Table 1 — Structure of the regulation “On Internal Audit at Domestic

Structure of the regulation

Notes on the section

1. Scope of the regulation

The following information is provided regarding business entities for which the
implementation of internal audits is mandatory

2. Legislation on internal audit

Related regulatory legal acts governing the conduct of internal audit are listed

3. Basic definitions

Basic definitions are necessary for understanding the regulation, among them
internal control, internal audit, internal auditor, chief internal auditor, internal
audit opinion, audit committee, etc.

4. Internal auditor and internal audit
service

The requirements for internal auditors and the basic principles of the internal
audit service are given

5. Internal audit standards

The basis and entities for the development of the Internal Audit Standards, as
well as the degree of obligatory execution

6. Internal audit report and other
documents reflecting the results of
the internal auditors' work

This section outlines the key features of the internal audit report, the
procedure for its preparation and submission, the parties who use it, as well as
requirements regarding the information content of other documents that reflect
the work of internal auditors

7. Conducting an unscheduled
internal audit

Cases in which the internal audit is carried out outside the schedule are indicated

8. Rights and obligations of business
entities in conducting internal audit

The rights and obligations of entities at the enterprise, during the audit (terms
and volumes of information), as well as the procedure for interaction between
the internal audit service and other units during the audit are given

9. Internal auditors’ qualifications

Qualification requirements for internal auditors are given, as well as the
procedure for their completion of advanced training courses

10. Auditors’ responsibilities

Information is given on the types of liability imposed on internal auditors in
connection with the violation of certain rules of their activities

Source: offered by the authors
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and developing a basic regulatory document creates a
basis for the further formation of audit organizational
support measures.

Practice shows that internal audit plays a key
role in the financial and economic activity of
enterprises, providing confirmation of the reliability
and completeness of annual reporting, prevention
of accounting errors, rational use of material
resources, improvement of financial discipline
of materially responsible persons, prevention of
abuse, improvement of the financial condition of
the enterprise and predictability of its activities with
minimization of risks [6].

Internal financial audit controls each stage
of processing primary documents and their
transformation into reports, ensuring the accuracy of
the requisites, timely receipt of information by the
accounting department, correctness of drawing up
accounting records and reports. Thanks to constant
control over materially responsible persons, the
internal audit service prevents theft, abuse and
negligence, increases financial discipline and
compliance with reporting deadlines [8].

The impact of internal financial audit on the
financial condition of the enterprise is manifest in
increasing liquidity, solvency, and financial stability
through recommendations on the organization
of economic processes, performing financial and
economic analysis, identifying reserves for increasing
production. Thus, internal audit contributes to the
detection and elimination of errors in accounting,
mobilization of reserves, increasing the efficiency
and quality of the enterprise's work, forecasting its
activities, and reducing risks.

The organization of the internal financial audit
department provides for an optimal number of
employees, in which the economic benefits exceed
the costs of maintenance. To determine the required
number, auditors analyze the dependence ofthe volume
of implementation and profit on the functioning of
the internal audit service. In enterprises without a
separate internal audit department, the reasons for
non-implementation of the service are most often a
lack of information, funds, and specialists[5].

The optimum internal financial auditors are
determined by the following factors: the total number
of employees, the currency of the balance sheet,
the number of buyers, the range of products, types
of activity, the number of economic entities in the
company and the implementation of foreign economic
activities. An increase in the number of employees,
the branching of divisions and production shops
increases volume of the auditor's work. Similarly,
an increase in the currency of the balance sheet and
the number of audit objects directly affects the audit
volume and the functional tasks of the internal audit
service[10].

The number of customers and contracts affects the
workload of internal auditors, as they review sales
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documents, tax invoices, and shipping documents,
as well as track accounts receivable. A wide range of
products requires detailed monitoring of production
processes, tracking of raw material usage, and making
recommendations for production improvements [8].

Audit of the financial statements of structural
divisions aims to confirm its reliability. The procedure
for conducting an internal audit of financial statements
is like an external audit, but special attention is paid
to the correctness of displaying mutual settlements
between divisions and the main enterprise (Fig. 1).

Several organizational steps should be taken
to implement the measures shown in Fig. 2. First,
in the annex to the Regulation on the accounting
policy of the enterprise and in the Regulation on
internal audit, it is necessary to determine the terms
of submission of financial statements by the relevant
structural units to the internal audit service. Secondly,
the internal regulatory documents should outline
the list of documents that are submitted together
with the financial statements for its audit: forms of
annual financial statements (full or abbreviated),
explanatory notes to unit reports, information on
analytical accounting for the account receivable and
payable, stocks, income from sales, as well as income
and expenses for other types of activities drawn up
in accordance with the Law of Ukraine of July 16,
1999 Ne, 996 “On accounting and financial reporting
in Ukraine”, taking into account amendments; this
also includes reports on balances and dynamics of
receivables and payables to other structural divisions,
as well as expenses and income for intra-group sales
and acquisition operations.

Thirdly, it is necessary to approve the schedule of
the audit of the financial statements of enterprises,
indicating the terms of execution of the procedures
and determining responsibility for their violation.
Fourthly, the responsibility of the company’s officials
for providing inaccurate internal reporting should be
established [9]. Within the framework of the proposed
methodology, working documents of the internal
auditor were developed, designed to accumulate
indicators of financial statements and other auxiliary
documents, in particular accounting registers. To
document the volumes of internal calculations and
check the correctness of their display in the reporting
of the main and subordinate enterprises, a document
was proposed in the form given in the table. 2

Based on the table data, cross-checking for
information of various enterprises on joint opera-
tions is carried out, which in the future serves as
a basis for eliminating the amounts of internal
calculations from consolidated or combined financial
statements. Comparisons of financial reporting
figures with accounting records are generally made
using worksheets used by internal auditors. These
documents record data from reporting forms and
registers, detected deviations, as well as auditors' notes
on changes made or reasons for disagreements [12].
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Examination of the regulations of the accounting policy of subsidiary to
determine compliance with the accounting policy adopted within the group

i

Verification of compliance of financial reporting forms with the legally
established requirements for their registration

v

Determination of the accuracy of figures reported for the prior period by
comparing them with the previous report.

v

| Arithmetic check of the accuracy of figures reported

\

financial statements of subsidiaries

Determination of the number of intercompany balances through obtaining
5 | confirmations and cross-checking the accuracy of their presentation in the

\

Cross-checking for accuracy of financial statement figures to ensure their
reliability, including assessing their consistency with accounting ledger data

\

Resolving discrepancies identified during the cross-check and preparing
financial statements that align with the accounting records

\

Cross-checking the various financial statements of a single subsidiary and
determining their compliance with the reports of the explanatory note

\

management

Preparation of the audit report, including annexes, and transferring to

Figure 1 — Proposed model of the methodology
for internal financial audit of financial statements of structural divisions

Source: summarized by the authors

Table 2 — Information on the verification of internal settlements within the enterprise

= o Recorded in
- 2 . <« b= statements
- Z S = s
= s = - Supporting = = o
= o S - 3 £ = Notes
& 3 = g document < = s =
P = = S S £ e
= = g ) £ ==
<« S S <
1 2 3 4 5 6 7 8 9

Source: offered by the authors

Generalization of the results of audits of financial
statements is reflected in the report of the internal
auditor, which meets the requirements for the external
audit report. To ensure the effectiveness of internal
audits in the field of cost optimization and loss
reduction, the following procedure is provided: first,
the amount of costs is analyzed and indicators of the
efficiency of the use of the company's resources are
calculated; then the compliance of employees endowed
with material responsibility and control functions

with the positions held is evaluated [11]. Auditors
should investigate job descriptions, timeliness of
tasks and preparation of reporting documents, assess
the level of knowledge of employees through testing
or interview, determine the range of documents that a
person is authorized to sign, compare them with data
on overspending of resources and assess the amount
of damage caused. This is followed by the preparation
of report indicating the deviations identified and
proposals for measures to remedy the shortcomings
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and prevent them in the future, with justification for
the economic effect.

The implementation of the internal audit service
makes it possible to identify errors in the accounting
of assets, liabilities, and financial results, increase the
efficiency of management decisions at the enterprise,
using the obtained audit results, and organize a model
of information flows between the internal audit
department and other divisions. The organizational
principles of the functioning of the internal audit
subsystem, the structure of the department, the
auditor's job description for checking accounting and
reporting, as well as the adapted standard Regulation
on the internal audit service, the calendar plan of the
department and its specialists have been developed.
In addition, methodological guidelines have been
prepared for internal audit planning and the processing
of the auditor's working documents [13].

Since the internal audit service is an integral
structural element of the enterprise, transactions
related to its activities should be reflected in the
accounting system. Considering the costs and income
for the maintenance of the service allows you to obtain
complete information about the economic efficiency
of the internal audit and evaluate its contribution to
the company's activities [14].

Conclusions. The study found that effective
organization and methodology of internal financial
audit are key factors in ensuring the reliability of
financial statements and improving the quality of
management decisions within an enterprise. The
use of cross-checking information regarding joint
transactions between enterprises helps identify
discrepancies and ensures the proper elimination
of intercompany transactions when preparing
consolidated financial statements.

It has been proven that the use of worksheets
by internal auditors is an effective control tool that
allows for the systematization of data from financial

statements and accounting records, the prompt
identification of discrepancies, and the documentation
of audit findings. Summarizing the audit results in a
report that meets established requirements ensures
that the conclusions and recommendations are
sufficiently substantiated.

It is substantiated that an important component
of internal financial auditing is the assessment of
the effective use of resources and staffing, including
verifying the suitability of employees for their
positions, analyzing their job responsibilities, and
evaluating their level of professional competence.
This approach not only helps identify the causes
of overspending and losses but also enables the
development of practical recommendations for
minimizing them.

It has been established that the implementation
of internal financial audit service contributes to
greater transparency in accounting processes, the
timely detection of errors in the reporting of assets,
liabilities, and financial results, as well as improved
information exchange between the enterprise’s
structural units. The development of organizational
and methodological documents, including regulations
on the internal audit service, job descriptions,
schedules, and working papers for auditors, ensures
the systematic and regulated nature of audit activities.

In addition, it has been demonstrated that it is
advisable to reflect the activities of the internal audit
service in the accounting system, which makes it
possible to assess the costs of its maintenance and
determine the economic efficiency of its operations.

Therefore, improvements to the organization and
methodology of internal financial audits should be
implemented in a comprehensive manner, considering
current challenges, and should be aimed at enhancing
the effectiveness of control, minimizing financial
risks, and ensuring the sustainable development of
the enterprise.
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