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Introduction. This article presents the 
importance of the public sector audit activity to 
effective governance and defines the key elements 
needed to maximize the value the public sector 
audit activity provides to all levels of the public 
sector.  Its purpose is to encourage readers to 
reflect on the public sector audit activities that 
now serve their jurisdictions and evaluate how 
those audit activities can be supported to fulfill 
their highest role in the governance of public 
sector entities most effectively.

Objective. The subjects of the quasi-public 
sector in the Republic of Kazakhstan include 
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state-owned enterprises, limited liability 
partnerships, joint-stock companies, including 
national holdings, national companies of which 
the state is a participant or shareholder, as well as 
subsidiaries, dependent and other legal entities 
affiliated with them in compliance with the 
legislative acts of the Republic of Kazakhstan.

The organization of the audit of a quasi-public 
sector entity is determined in order to establish 
basic principles and requirements for the audited 
organization based on International Auditing 
Standards.

The audited organization is a Kazakhstani 
hydrocarbon exploration, production, processing 
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and transportation operator representing the 
interests of the state in the oil and gas industry of 
Kazakhstan - National Company KazMunayGas 
(hereinafter - KMG). The founder of KMG is 
the Government of the Republic of Kazakhstan 
represented by the Committee on State Property 
and Privatization of the Ministry of Finance of 
the Republic of Kazakhstan. KMG shareholders 
are the National Welfare Fund Samruk-Kazyna 
(90%) and the National Bank of the Republic of 
Kazakhstan (10% + 1 share).

Figure 1 shows KMG’s sales market.
 

Figure 1 - Sales market of the KMG goods sold

In 2019, KMG produced 23.6 million tons of oil 
and 8.3 million cubic meters of gas condensate. 
KMG’s portfolio of exploration projects includes 
23 projects (joint and own), of which 14 are 
implemented on land, 9 on the sea. As a national 
company, KMG has a pre-emptive right of subsoil 
use in strategic subsoil blocks, and also receives a 
50% share in the preparation of new contracts for 
the development of offshore deposits.

In carrying out its activities, the audit 
organization seeks to comply with standards. 
The auditors, in the performance of their duties, 
identify areas and processes of internal audit that 
can be improved or also brought into line with 
standards [1].

One of the main principles of the work of 
auditors is independence and objectivity. The 
independence of auditors in the implementation 

of their tasks and functions is ensured by 
the appropriate organizational status, which 
provides for accountability to the Accounts 
Committee and their direct supervision of the 
activities of auditors [2].

Auditors should be independent of the 
influence of third parties in the performance of 
the tasks and functions assigned to them, in order 
to properly fulfill them and ensure objective 
and impartial judgments. The criteria for the 
independence of auditors is independence in the 
preparation of the audit plan, the choice of audit 
methods and procedures, the amount of work to 
achieve the goal and reflecting audit reports.

In order to comply with the principles of 
objectivity and impartiality in the process of 
performing their functions, auditors should not be 
involved in any activities that may subsequently 
be audited and audit of the activities or functions 
performed by them during the period that is 
audited [3].

During the audit, the audit manager 
constantly monitors the implementation of 
measures taken to ensure the quality of work. 
Activities are designed to ensure the quality of 
work and confidence that the activities of the 
audit organization are carried out in accordance 
with the audit plan [2]. The annual audit plan of 
the centralized internal audit service of KMG for 
2020 is shown in Table 1.

The audit director monitors the overall 
effectiveness of measures to ensure the quality 
of work. The specified process includes external 
evaluation and independent control. An external 
assessment of the audit quality review is carried 
out in accordance with international audit 
standards and its results are brought to the 
attention of the Accounts Committee.

Also, the head of the audit, to monitor the 
overall effectiveness of measures to ensure 
the quality of work throughout the process of 
fulfilling the audit engagement in order to ensure 
the planned and high-quality fulfillment of the 
objectives of the engagement.

The quality control system for the work of 
internal auditors is based on standard procedures 
and policies, as well as on the professional 
opinion of the audit director, which includes the 
information reflected in Figure 2.

Organization and audit process of the quasi-public sector
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 The system of quality control of the work of 
auditors also facilitates the receipt by the audit 
manager of the necessary information for further 
planning the professional training of auditors, 
in order to improve the quality of work and for 

more efficient use of the professional qualities of 
auditors in the planning and implementation of 
audit tasks [4].

Planning for audit activities begins with the 
preparation of an audit plan. The audit manager 

Table 1 
Annual audit plan of the centralized internal audit service of KMG for 2020

№ 
Name of 
the audit 

engagement 
Risk rating 

Timing of 
the audit 

engagement 
Objectives of the audit engagement 

1 Financial audit High 31.03.2021 checking exclusively financial (accounting) 
statements to assess the degree of their 
reliability

2 Operational audit High 31.03.2021 verification of procedures and methods of 
enterprise functioning in order to assess 
the effectiveness of activities. For example, 
checking the implementation of business 
plans, target programs, staff performance, 
etc.

3 Audit for 
compliance with 
legislation

High 31.03.2021 tax audit - checking for compliance with tax 
legislation

4 Compliance audit Average 31.03.2021 analysis of specific financial or business 
activities to determine whether they comply 
with prescribed conditions, rules or laws

5 Price audit Average 31.03.2021 checking the validity of setting a price for a 
product, work, service

Figure 2 –A professional opinion of the auditor
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must effectively manage the audit process in 
order to ensure the maximum usefulness of the 
audit for KMG.

In order to increase the effectiveness of the 
audit, specialized audit software is used. Also, for 
audit activities, integration with a single software 
in the field of risk management and corporate-
wide software is carried out.

The preliminary procedure prior to the 
development of the audit plan is the analysis of 
the risk register and risk map. The risk register 
is analyzed for completeness and, if necessary, 
supplemented by the risks identified by the 
auditors as a result of previous audits to form a 
set of risks. Then it is necessary to determine the 
relationship of each of the risks with the approved 
strategic goals of KMG. As a result of the analysis 
of the set of risks, it is necessary to compile / 
update the audit set based on the functions and 
operations of all structural units of KMG, the 
degree and nature of risks of business processes, 
including the support of projects carried out by 
subsidiaries, and, if necessary, dependent and 
jointly controlled organizations of KMG . Also, 
when compiling / updating the audit set, the 
structure of KMG’s assets is taken into account, 

including the acquisition or disposal of interests 
in subsidiaries, dependent and jointly controlled 
entities of KMG [5].

Auditors may conduct audits of business 
processes not covered by the audit set, based 
on the degree and nature of the risks of such 
business processes [3].

After determining the audit set to be audited, 
the auditors evaluate the importance of each 
area in terms of the tasks set, and determine the 
areas that should be covered by the audit plan. 
At the same time, the emphasis is placed on those 
business processes and areas of activity of KMG 
with which the highest risks are associated, and / 
or those in which the internal control systems are 
the most unreliable.

Thus, the basis for the development of the 
audit plan is a set of risks, the preparation of 
which is ensured by the management of KMG, 
which is responsible for the effectiveness of risk 
management and internal control, and the audit 
team compiled by internal auditors. The audit 
organization, in turn, conducts an independent 
risk assessment in order to ensure the 
identification of new risks and / or the possible 
reassessment of existing risks. The auditors check 

Figure 3 - Information needed to determine the scope of the audit

Organization and audit process of the quasi-public sector



179№ 4/2020Экономическая серия вестника ЕНУ имени Л.Н. Гумилева  
ECONOMIC Series of the Bulletin of the L.N. Gumilyov ENU  

the assessment of the key risks faced by KMG, 
as well as coordinate with the risk management 
function by preparing recommendations based 
on the performed audit assignments and the 
information provided [6].

The head of the audit ensures that the audit 
plan is prepared taking into account the audit 
resources for the implementation of the plan, 
including the calculation of the time spent on 
the audit and the time required to improve the 
qualifications of the internal auditors.

To determine the required scope of the audit 
plan, auditors take into account the following 
information in Figure 3.

In preparing the audit plan, auditors pay 
attention to one of the important tasks related 
to the assessment and issuance of relevant 
recommendations aimed at improving the 
corporate governance process with respect to 
achieving the following goals:

-  effective provision of information on risk 
and control issues of the relevant bodies and 
units of KMG;

- effective coordination of activities and 
information exchange between the Board of 
Directors, the executive body of KMG and 
internal auditors [4].

Thus, the audit plan is based on a risk 
assessment. In order to effectively use the audit 
resources, in case of significant changes in the 
audited business processes, restructuring of the 
subject of the audit, changes in the organizational 
structure of the audit object, etc., the order and 
sequence of audits approved in the audit plan 
may be reviewed by the head of the audit in 
agreement with Counting Committee. The audit 
manager periodically reviews the audit plan to 
determine the need to make, in the prescribed 
manner, changes and additions as a result 
of identifying new risks and / or reassessing 
existing risks, as well as including new tasks of 
the Accounts Committee [7].

The next step in organizing an audit is to 
draw up an audit program. Under the guidance 
of the head of the audit engagement, the auditors 
draw up and document the audit program that 

Table 2 
Auditing program

№ Business 
process risk 
description

Audit 
procedures

Method and 
sample size

Number of 
man-hours

Working 
documentation

Responsible 
auditor

1 Inefficiency 
of corporate 
governance and 
internal control

inspection;
observation;
the confirmation

expert review 152 hours Internal audit 
regulation

Ivanov A.

2 Wrong emphasis 
in the ranking of 
competencies

inspection;
observation;
the confirmation; 
re-conducting;

expert review 152 hours Internal audit 
regulation

Ivanov A.

3 The use of 
modern 
technologies 
does not fully 
meet the needs 
of the business

observation;
the confirmation;
analytical 
procedures;

expert review 152 hours Internal audit 
regulation

Ivanov A.

4 Vague 
management 
tasks

request;
inspection;
observation;
the confirmation;

expert review 152 hours Internal audit 
regulation

Ivanov A.

D.T. Tynybayeva, L.Z. Beisenova, R.T. Karibzhanova
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determines the nature, timing, scope of the 
planned audit procedures and the distribution of 
work between the auditors necessary to achieve 
the objectives of the engagement, based on the 
results of the risk assessment. The audit program 
is a set of instructions for the auditor conducting 
the audit, as well as a means of monitoring and 
verifying the proper performance of the work 
and ensures the effectiveness of the audit (Table 
2).

The audit program is correlated with the 
calculation of the time spent on the audit, which 
is a rough estimate of the resources needed to 
complete the audit engagement. The indicated 
resources mainly include the time spent by the 
auditors on the preparation of all stages of the 
audit process: planning, implementation of the 
audit assignment, preparation of the report, and 
final procedures.

The head of the audit engagement ensures the 
following procedures in the preparation of the 
audit program:

- determination of the characteristic of audit 
evidence necessary to obtain conclusions on the 
results of the audit;

- determination of the procedures necessary 
for the collection of audit information;

- identification of priority actions and 
procedures in order to ensure the initial 

implementation of the most important and 
essential of them [8].

The audit program may be revised and 
revised as necessary during the execution of 
the audit engagement and allow the use of new 
audit procedures, since the auditor plans his 
work continuously throughout the duration of 
the engagement, due to changing circumstances 
or unexpected results obtained during the 
execution audit procedures. Significant changes 
to the audit program are documented. The audit 
program drawn up by the auditor is agreed upon 
by the audit director [9].

If necessary, the duration of the audit 
engagement may be extended by the audit 
manager, based on the memo of the audit 
engagement manager [10].

Also, when organizing an audit, it is necessary 
to determine the resources for performing the 
audit engagement.

The head of the audit engagement determines 
the resources necessary to achieve the objectives 
of the engagement. The composition of the audit 
team is determined based on the nature and 
degree of complexity of the audit engagement, 
time limits and the availability of actual resources. 
When planning, conducting and completing an 
audit, the head of the audit engagement monitors 
the project budget (Table 3).

№ Audit object 
name

Content 
of 

recommendations

Deadline for 
elimination / 

implementation

Responsible 
person of the 
audited entity

Execution status 
(completed, not 
completed, in 

progress)
Inefficiency 
of corporate 
governance and 
internal control

develop a company’s 
strategy for the near 
future and oversee 
the activities of 
the company’s top 
management

30.06.2021 Ivanov A. not completed, in 
progress

The use of modern 
technologies does 
not fully meet 
the needs of the 
business

Improve the 
qualifications of 
employees, conduct 
training

30.06.2021 Ivanov A. not completed, in 
progress

Table 3 
Information on the results of monitoring of the recommendations issued as of December 31, 2019

Organization and audit process of the quasi-public sector
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Conclusion. Thus, having decided all the 
organizational aspects of the audit, the auditor 
proceeds with the audit engagement, which 
includes: assessment of the internal control 
system; analysis of audit findings; preparation of 
working documentation; preparation of an audit 
report.

The activities of auditors are evaluated by the 
results of each project by the head of the audit 
engagement. In conclusion, the management of 
the audit organization summarizes and analyzes 
information to improve work efficiency and 
improve the audit planning process.

Because public sector auditing is key to good 
public governance, it is crucial that it maintain 
the right resources for the right amount of time 
with an appropriately broad mandate to achieve 
the organization’s governance objectives. The 
public sector audit activity’s mandate should 
be sufficiently broad to enable it to respond to 
the full scope of the entity’s activities. Although 
auditors may be able to add value to any segment 

of the organization for which they can provide 
independent, objective assurance at a minimum, 
every public sector entity requires some form of 
independent audit activity that has authority to 
evaluate the full range of public sector activities.

Full audit coverage is frequently provided 
by complementary external and internal audit 
entities. However, in some smaller public sector 
entities, one audit entity alone, or an entity 
that is a hybrid of internal and external audit 
characteristics, may be appropriate.

Ultimately, public sector auditing strengthens 
public by providing for accountability and 
protecting the core values of the public 
sector governance entity, ensuring managers 
and officials conduct the public’s business 
transparently, fairly, and honestly, as well as 
with equity and integrity. Elected and appointed 
officials at all levels of the public sector should 
support effective audit activities by establishing 
independent audit functions that meet all of the 
key elements.
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Квазимемлекеттік сектор субъектісі аудитінің процесі және аудитті  ұйымдастыру мәселелері

Аннотация. Мақалада мемлекеттік кәсіпорындар немесе кәсіпорын қызметінде мемлекет қатысушы-
сы болатын Қазақстан Республикасындағы квазимемлекеттік сектор субъектілерінің аудитін ұйымдасты-
ру туралы айтылады. Мемлекеттік аудитті ұйымдастыру аудиттелетін ұйымға қойылатын негізгі қағи-
даттар мен талаптарды белгілеу мақсатында айқындалады. Тексерілген ұйым - Қазақстанның мұнай-газ 
саласындағы мемлекеттің мүдделерін білдіретін көмірсутегі шикізатын барлау, өндіру, өңдеу және тасы-
малдау жөніндегі қазақстандық оператор - «ҚазМұнайГаз» Ұлттық компаниясы» акционерлік қоғамы. 
Өз қызметін жүзеге асыруда аудиторлық ұйым Халықаралық аудит стандарттарын сақтауға тырысады. 
Аудиторлар жұмысының негізгі принциптерінің бірі тәуелсіздік пен объективтілік болып табылады. Ау-
диторлардың қызметін әр жобаның нәтижелері бойынша аудиторлық келісімнің басшысы бағалайды. 
Қорытындылай келе, аудиторлық ұйымның басшылығы жұмыстың тиімділігін арттыру және аудитор-
лық жоспарлау процесін жақсарту үшін ақпаратты жинақталып, талданады. 

Түйін сөздер: квазимемлекеттік сектор, аудитті ұйымдастыру, Халықаралық аудит стандарттары, ау-
диттің негізгі принциптері, аудиторлық ұйым.
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Вопросы организации и процесса аудита квазигосударственного сектора

Аннотация. В статье рассмотрены вопросы по организации аудита субъектов квазигосударственного 
сектора в Республике Казахстан, к которым относятся предприятия, участником или акционером кото-
рых является государство. Организация аудита определяется в целях установления базовых принципов 
и требований к аудируемой организации. Аудируемой организацией является казахстанский оператор 
по разведке, добыче, переработке и транспортировке углеводородов, представляющий интересы госу-
дарства в нефтегазовой отрасли Казахстана – акционерное общество Национальная компания «КазМу-
найГаз». При осуществлении своей деятельности аудиторская организация стремится к соответствию 
Международным стандартам аудита. Одними из главных принципов работы аудиторов является неза-
висимость и объективность. Деятельность аудиторов оценивается по результатам каждого проекта ру-
ководителем аудиторского задания. В заключении руководство аудиторской организации сводит и ана-
лизирует информацию для повышения эффективности работы и улучшения процесса планирования 
аудитов.

Ключевые слова: субъекты квазигосударственного сектора, государственный аудит, международные 
стандарты аудита, нефтегазовая отрасль, аудиторская организация.
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