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For a sound financial management

Public Action increases from 1 objective to 3
objectives:

» From a Former management: with one
objective- Regularity

» To a New management with 3 objectives
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The 3 objectives for the New Management are:

» Compliance with the law, regulations and
international standards and best practices

» Performance in all its forms: 3E
Economy- Efficiency- Effectiveness
> Security and Transparency: Traceability
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Traceability is a key issue of the new
management

Managers and budget users must follow all
Information and operations with a modern
tool: theAudit Trail









New objectives of the administration

The New Public Management approach:

« PIFC should support the administration to be more efficient
and transparent

e PIFC should support the management to ensure the reliability of
the accounting systems and the effectiveness of internal control
systems

Further to ensure that legal forms are respected (regular)
, the administration now seeks :

 effectiveness, performance and safety of funds collected and
spent









PIFC: Means and Tools

« Internal control: It is not a control, but a variety of
means, implemented by the manager to master its

management, to reach its objectives with a minimum
of risk

« Internal audit: it is a consulting activity designed to
help the manager to implement and maintain the
quality of its internal control system
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PIFC - 2 Forms of Financial Management
Control

The scope of internal control has 2 aspects based on the
accountability of the Managers:

» Financial: internal control for process,
programming,accounting and budgeting systems

» Management: process, decisions, operations,
achievements, risks, results, impacts, performance
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PIFC: Management of Internal Control and Internal
Audit
WHO IS DOING WHAT?

CHU: higher audit - BANDMASTER

*To organize and to validate the PIFC system, the overall internal control
system in the Croatian public sector.

« To suggest general recommendations to managers and internal auditors
and to provide training

«Harmonization with norms and standards of manuals, guides,
methodologies

The INSPECTION:

«Fight against fraud, but it is always clearly separated from the internal
audit

The SAO: the Court of Auditors reports to Parliament and to the public. It
implements all forms of control: financial audit , audit management and
performance management, evaluation of programs and public policy.
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To Build the PIFC Organisation

==

Managarial accountability

v
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Best Messages : Internal Audit

Internal audit is not a control

Internal audit does not verify the operations
Internal audit does not certify but assess
Internal audit evaluate the systems

Internal Audit is the opposite of verification
Internal Auditor is not only a Financial Auditor .

Internal auditor is an Advisor not a Controler
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Best messages: Internal Audit

There are only 3 components of internal audit
» Compliance Audit — to assess the Regularity
» System Audit — to evaluate the efficacity of thed@aures
» Performance Audit — To evaluate Results
eFinancial Audit or Accounting Audit contribute tertfication
IT Audit, human resources Audit .... is the scopeuaiitA
But not an Audit Methodology



Best messages: Audit and Control

Audit is not control
*A System is a coherent set of means used to reacits
*Risk is any action or event that prevent the adm®ent of the
objectives

I nternal Control isa set of means implemented by the
management to reach objectives.

Manager,Chief executive officer ,Head of budgetiarcharge of
the implementation of the Internal Control
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To control the situation!

For a football player: there is no question of checking the
ball, its dimension, the quality of leather etc.

« The player guide the ball and has to be the master of the
game

For the Manager:

« Hisrole is to manage the financial systems, to be able to
lead (well), achieving the objectives and to reach results
with minimum risk
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Definition of Internal Control

Internal control is a set of means
(whatever they are) implemented by the
Manager ,under his responsibility, to
achieve its objectives with a minimum
risk (failure)






Audit Trail and Internal Audit

The Internal auditor evaluate the audit trail:
Governance- Risks management - process of internal control

WHO-WHAT -WHY-WHEN-WHERE-HOW

Findings and recommendations

Control Trail



The 3 jobs of « Control »

Inspection/ INTERNAL INTERNAL
verification AUDIT CONTROL
Planning Secret Planning Permanent
Position External/highter Internal Integrated
Scope Operations/human Systems Gestion
resources Results
Goals Regularity Efficacity Security-
FRAUD Transparency
Methodology Guide of Normes-Standards Guides-manuals
verification
Actions Sanctions Recommandations Action Plan
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The 3 jobs of « Control »

Inspection Audit Internal
(tradition FAF) (internal or control
higher)
Consultant| Manager

Police

Expert
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The parable of 3 bridges

Question: which is the most expensive ?

*The construction of a bridge, despite the fulfillment of
certain legal rules (poor TOR, irregular commissions etc.)

A bridge whose cost is 2-3 times the price? although all
procedures were followed

A bridge, even built in the same shape and at the right price
but which is useless? .....a bridge to nowhere ,no river,no
water etc......
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A methodology for the
implementation of PIFC

The word «approach» means that it is not a rigid
methodology

... but

-a general reasoning and creativity that each service can
adapt to their own context.

This approach results from the crossing of the basic formula

Objective > Risk> Control=Results



