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A new Europe claims new rules for every domain of activity. The newly-entered countries, particularly eastern European countries, have had their own specificity as far as financial and economic life is concerned. Being members of the European Union they have agreed with new requirements which, nowadays, have to be met by the whole continent. My paper refers to a task which might not interest all of these countries, the financial audit appearing to have few connections to economic or political life.  Yet, as we will see, they were and are interrelated in many ways. Therefore I am trying to approach this subject explaining why this sort of activity may be a challenge for eastern European countries.


It is thought that, the financial audit is a component part of what is called communitarian “acquis” in financial field, rules with which accounting systems must comply. For the beginning let us see what financial audit means, which its aims and forms are. Further, I am going to present the financial audit’s weaknesses and their unwnted effects. Eventually, I will spotlight some possibilities to improve the activity of enforcing the European standards of financial audit. 

Purpose and concept


According to The International Standards in the field, financial audit represents a verification and certification independently carried out by a responsible professional as far as annual accounts and financial statements of any company are concerned and it aims at expressing their opinion connected to the reality of information issued by these companies’ synthetic documents. Following this definition, the main characteristics of financial audit are:


- the independence as far as both its organization and exercise are concerned

- it refers to the information coming from financial statements


- it is practiced by the highest competitive professionals in the field


- it aims at expressing an opinion regarding the reality of the information issued from financial statements


 All these requirements being met, the financial audit may increase the credibility of the information. This is, actually, the extremely important purpose of the financial audit or, in other words, its vital function.

Types of financial audit 


 As it is known, the basis in financial audit is well established by the followings:


- International STANDARDS of financial audit


- International STANDARDS of accounting.


 These have been issued by two of the most representative international organizations in financial, accounting and audit field such as: INTOSAI-International Organization of Supreme Audit Institutions and IFAC-International Federation of Accountants. There are more possibilities for the financial audit to be regarded by using more criteria in order to classify its multiple forms. Thus, such points might be:


- the object of audit


- the organizational structure involved in its exercise


- the position towards the audited company


- the area of its activity


 Regarding its object the financial audit can be public- that concerns of how public funds are made up and used. As a general rule, it is organized by the state only, beside the Parliament. There are also financial auditors organized privately both as physical and legal persons.


Taking into account the organizational structure involved in its exercise we can reveal more institutions which are in charge with such an activity as the following:


- the internal audit offices which exercise audit especially for both the state’s agencies and the private companies where they are organized. They serve these entities’ purpose.


-the inspections of audit are organized inside of Finance Ministry in order to verify the legality of spending public funds.


-The Financial Auditors Chamber which consists of all the independent auditors either physical or legal persons. They practice the financial audit activity independently for all entities.


- The Court of Accounts is considered the supreme institution of financial audit and it is in charge with the formation and utilization of public resources. As it is organized as an “of Parliament” organism, its independence is possible to be much more than of those structures belonging to Government.


 According to the place of its setting-up, financial audit appears as an activity at a companies’ level, within their managerial systems and, on the other hand, as a system working for companies from outside. This is the reason why it is called either internal or external audit.


The most important point of view concerns the perspectives from which the financial audit is regarded. The financial audit may be regarded as an audit of systems (when its area of activity refers to either one or all of the companies’ systems), as an audit of the performance (when are taken in account the economicness, efficiency and effectiveness of economic and financial transactions) and finally, as an audit of regularity (when it is exercised upon the way of respecting the laws and all the other rules).

The weaknesses of eastern European countries’ audit    
                   In spite of using the principles of audit before their entry, Eastern European countries, including Romania did not apply them entirely nor did they use them properly and on such a large scale as the European countries did. After joining the European economic space, the compatibility of both accounting and financial information has become a real necessity. They have to comply with the same principles so as to be understood by any participant in economic processes. That is why the newly-entered countries have started to change their accounting system and to apply the principles of international standards of financial audit so as to be compatible with those of any foreign company. But while some countries have managed to do it bette ,others are still at their beginning but both are in progress.


 It is not only my opinion that one could identify some weaknesses of financial audit system’s setting-up, which if eliminated, more performance in this field would be achieved. These are the following: 


1. The sometimes improper translation of international standards. There are some words or terms which do not fit properly on the real fact probably due to the lack of knowledge in such a specialty. This causes difficulties in acquiring the exact meaning of some standards’ requirements.  


2. The internal audit’s independence is not as real as it should be. Sometimes the auditors are too close to managers and as a result their findings are, much more thanin  friendly manner, put down. Other times the auditors dealt with anything else much less important to both their position and the management’s interest. Both these situations are the result of the way of conceiving this activity either by managers or auditors.    


3. Not all the public institutions which are legally obliged to organize their own internal audit have enough funds for that. It is the responsibility of management system to make sure that internal control system, including internal audit, would be properly organized from every point of view.


4. The lack of qualified professionals and expertise. It is obvious that, being at the beginning of such an activity, all these countries need help in money and expertise.


5. An imbalanced market of financial audit, the demands being higher than the supplies. It seems that many companies prefer to pay for an audit mission to a foreign auditor as in the internal market there are not enough auditors. Actually this fact does not encourage internal market of financial audit. 


6. The new legislation system of public funds audit is still in progress. These conditions are not at all favorable to a good financial audit activity.


7. The poor interest of both public institutions and private companies to the need of financial audit as an objective function of management system. It is too often regarded as an administrative, ordinary activity. 


8. Some countries have not yet adopted the entire European accounting system. It is strongly required in financial audit that all the rules be the same and stable.


All these findings are based on the practice of different countries, on what the international standards state as well as on the published reports from the international or national organizations of financial audit.

Ways of  improving the financial audit


Analyzing all this information I have managed to identify some possibilities to accelerate the rhythm of improving the financial audit activity. These should be the following:


- the involvement of the economists of different specialties  in the translation       of the rules or standards along with professionals in foreign languages


- the stimulation of entities  in the organization of internal financial audit


- the states should take the most effective measures so as to enforce entirely, as quickly as possible, the international standards of accounting and financial audit system.


- as concerns the formation and utilization of public resources the states have to adopt the pattern of experienced European countries in that field


- measures to increase the number of internal auditors must be taken

- the organization of international workshops in order to improve the practice of newly- entered countries’ financial audit


Regardless of how many weaknesses financial audit might have and how difficult it may be to outrun them, the newly- entered countries must do their best to set up a compatible financial activity in spite of the difficulties which might arise.

To conclude with, it may be said that financial audit might be really a good means for the people living and working in the European Union to interfere professionally. By doing this, not only may they communicate better but they might also contribute to the  development of their businesses and of the economy in general. But for that there is an urgent need for the same rules.
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