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INTRODUCTION
The necessity of the audit over whichever economic management of extrinsic property emanates from human nature’s defects whose main characteristics are errors, cheats and frauds. The notions of frauds and cheats also include the instruction of insincere and untrue economic situations which lead to the appearance of a false image of the business’s financial status and the deception of the stakeholders (shareholders, creditors, the State etc.). Measure against this pathogenesis of the human nature constitutes the substantial and independent external audit which is completed with the organisation of a complete internal audit system.
In the last decades, it is noticed that legislative measures are taken in commercial legislations of various countries which aim at the protection of the business’s viability. Also, there is a mandatory need to take proper measures that secure the good management of the businesses’ fund because today’s businesses are considered to be the cell of social economy which fulfills a social purpose. 
Consequently, auditors play a primary and determinant role in ensuring the proper function of businesses that constitute the cells of the social economy. Auditors are persons of irreproachable morals, complete scientific training and specialized experience.
Keywords: external audit, internal audit, basic principles of audit, auditing standards

THE AIM OF THE PRESENT DISSERTATION
The aim of our present study is to present the basic concepts of the audit and to analyze the two main distinctions of audit businesses: the external and the internal audit business. This thesis consists of five chapters.
The first chapter presents a historical overview of the audit science from antiquity until today and then an analysis of the notion, content and the main objectives of the audit. Finally, there is a presentation of the types of audits that can occur depending on a classification criterion.
The second chapter analyses the concept of external audit and then presents the fundamental principles which should govern the external auditor. Then, there is a reference to the Greek and Greek international standards to be observed in the performance of audit work. Moreover, the responsibility of the Auditor and some incompatibilities-limitations which can not comply with the audit profession are delimited. Finally, the chapter presents the methodology of the external audit.
The third chapter presents the concept of internal control and the role of internal auditor within the company. Then, it analyses the fundamental principles that need to be applied by the internal auditor in his work and it describes the basic principles to be followed by an adequate internal control system. Furthermore, it presents the characteristics and responsibilities of the internal audit and the additional internal audit failings. Finally, it describes the main differences between the interior and the internal auditor.
The fifth chapter presents the main conclusions of our present study.

CHAPTER 1

AUDIT SCIENCE
1.1 A throwback to audit
From the ancient times, there were traces of the existence of auditors and accountants. In ancient Athens before 300 BC, the House or Congress of Accountants and the Audit Board were founded. Accountants were conducting audits in public Cashiers and those of them who infringed the law were led to court. The College of Auditors that consisted of 10 scrutineers elected by the people, who were called "responsibilities", had the responsibility of the audit of financial lords retreating from their position. In ancient Egypt, the pharaoh created the Caretakers to have control of the production of cereals. In ancient Rome, there were the Cashiers or censors or consuls who watched the public treasure. 
The industrialization of the global economy that started in the early 19th century gradually created large economic units whose administrative management needs required the introduction of systematic accounting procedures and internal audit. In England, especially during that period, the Institution of Chartered Accountants was introduced which was supported by the English law and also professional organizations of Chartered Accountants, such as the Chartered Auditors of Scotland, the Institute of Chartered Auditors of England, the Institute of Chartered England-Wales Auditors, the Institute of Chartered Auditors of Ireland were established.
In Greece, there was no effective control over the financial statements until 1955. On 11.19.1956 with ML 3320/1955 the Institute of Chartered Public Accountants (ICPA) was founded governing bodies of which were the Supervisory Board and the Executive Committee. The election of Chartered Accountants was made by the auditees through a table of six auditors who sent the Supervisory Board on the auditees for that purpose. Thus, the Chartered Accountants were civil servants and had no involvement in the matter of the remuneration of the audit which was set by the Supervisory Board. Then, the ICPA was repealed by CL 226/1955 and the Institute of Chartered Public Accountants (ICPA) was founded changing the organisational structure and operation of the audit profession. The audit work was performed by the Chartered Public Accountants members of the ICPA working through audit companies. So, Chartered auditors are now private employees, the choice of which is free from the competent organs of the audited units.
1.2 The notion and the content of audit

Audit is the branch of economic business which deals with general rules, terms and conditions of an audit in each financial management of property
. The institution of the Audit is connected with the need for transmission of reliable financial information related to the activity of large financial institutions of society. Thus, the feasibility of the audit of financial statements is to form an opinion on the accuracy, reliability and fairness of the financial statements of enterprises, and to make this information available to external users. The work of auditors and even the independent auditors, such as the Auditors in Greece, is mainly oriented for the expression or not of opinions or judgments on the financial statements checked
. 
The content of the audit can be divided into three main parts which are:
• The object of the audit that examines what is controlled, why and what the intended purposes of the audits are.

• The subject of the audit that examines which persons are competent to carry out the audit and what their qualifications are.
• The technique of the audit (audit procedures) that examines the way and the techniques by which the audit is performed.
1.3 The main aims of the audit
It is obvious that it is necessary for the financial management of foreign property to be reflected in the accounts in accordance with accounting standards in order for the audit to be feasible. Therefore, the audit is closely interwoven with the existence of financial management of property that is shown in the accounts. The audit in businesses, and especially in public limited companies, becomes necessary and mandatory with the commercial law 2190/1920 on limited companies.
The main objectives of audit are:

• Identification and prevention from intentional and unintentional accounting errors

• Exploration, revelation and suppression of unintentional or intentional errors and frauds

• Approval, analysis and commentary after a systematic check of the accuracy of various financial statements
• Evaluation of composition and citation of various individual items of the financial statements, which are usually interesting and informative pieces of information for the progress and trends within the company (turnover, cost estimates, credit ratings, intrinsic value of shares, etc.)
• Certification of adequacy or inadequacy of the time training of any kind indicators for the export of such useful conclusions

• Highlighting of defects and determination of failings in the whole circuit of the operational and administrative imaging
• Balance of satisfaction probabilities of all sorts of business requirements in order to make possible the formation of correct predictions
1.4 The types of audits
The different types of audits are classified accordingly
:

Of their area: in general and special
- General audit is the audit that extends to all aspects of the unit’s economic management and covers the whole partnership or more uses (eg Financial Statements Manual Audit).
- Special audit is the audit that covers a particular topic (eg, inventory audit, cash audit, etc.).
Of their duration: in permanent, regular and temporary
- Permanent audit is the one that is carried out on a permanent basis and covers some or all the aspects of the economic units’ management.
- Regular audit is the one which is performed at regular time periods, such as the audit of annual financial statements.
- Temporary audit is the one which is carried out in exceptional cases.

Of the auditor who performs: interior and exterior

- Internal audit is the audit that is carried out within the economic units by people dependent on the enterprise (employees).

- External audit is the audit by people who have no dependence on the company with the required qualifications by the legislation. In Greece, external auditors are Chartered Auditors Accountants, members of the Institute of Chartered Public Accountants.
Of their specific purpose: in preventive and repressive
- Preventive audit is carried out prior to conducting the transactions and seeks to prevent any accidental or deliberate errors, omissions and faults .This type of audit is primarily performed by an internal auditor.
- Repressive audit is the one which is performed after the completion of transactions and aims at uncovering and suppressing any errors, omissions and faults. This type of audit is primarily performed by an external auditor.
CHAPTER 2

EXTERNAL AUDIT

2.1 The notion and the subject of the external audit
External audit is the one that is carried out by practitioners (Chartered Auditors Accountants) who under the current legislation do not have any financial or other dependence on the audited unit and any Public Authority, and thereby the independence of their professional opinion is guaranteed.
The objective of the external audit is primarily the financial statements of enterprises and particularly the ability of the auditor’s expression of opinion as to whether the financial statements are prepared in accordance with the generally accepted principles of accounting and accounting standards. The auditor's opinion helps to establish the reliability of financial statements.
2.2 The fundamental principles of  the external auditor
The fundamental principles of the auditing profession, as specified in the Declarations and Auditing Standards of the International Federation of Accountants (IFAC) are as follows
:
1. The Chartered Auditors Accountants must be persons with high professional qualifications.

High professional qualifications are defined by the 8th Directive 84/253 of the European Union, to which the Greek legislation is fully fitted, with the EU approval and the acceptance of the State Council.
The Chartered Auditors Accountant must have the appropriate professional qualifications that refer to the irreproachable morals and integrity of character, the complete scientific training and special experience to respond effectively to the major requirements of the office.
2. The Chartered Auditors Accountants must have full personal and operational independence
.

Independence means that the Chartered auditor is unaffected by any financial or other relationship with the auditee. The diversity of relationships between the auditor and the auditee cannot be predicted. Therefore, based on some generally accepted principles, chartered auditors should identify, evaluate and deal with risks for the independence of the auditor.
3. The Chartered Auditors Accountants must exercise their work with transparency and accountability to ensure the validity and reliability of the audit findings
.

The audit provides credibility to the financial statements of companies which are used by users for making economic decisions. As the importance of enterprises that are considered as a driver of society’s economic development increases, the way for a high role of the Chartered auditor opens as a particularly important institutional factor.
4. The audit work of the Chartered Auditors Accountants is exercised in accordance with the International Standards on Auditing and the existing domestic and EU legislation
.

The audit profession should ensure a high level of quality service through keeping the Auditing Standards and legislation so as to create the image of a homogenized and credible profession in society. Moreover, in times of crisis due to problems in the quality of services, the individualization of responsibility is facilitated to not wobble the entire profession due to the professional incompetence or guilt of individual members.
2.3 The audit work for the Greek and International Auditing Standards
The Auditing Standards are basic guidelines which must be followed by the external auditor to ensure the rationality and legitimacy of their work. They create a framework of uniform principles and rules for the audits’ performance and uniform ways of addressing various issues in conducting the audit report.
The intention and goal of the vast majority of the Greek Auditors are to carry out audits that comply with requirements of international acceptance. The Greek Auditing Standards (GAS) is well established entirely on the International Standards on Auditing (ISAs).
According to the Greek Auditing Standards (OG vol.B 1589 / 24.10.2004) in combination with the Article 37 of the code. L. 2190/1920, the Chartered Auditors Accountants are required to:
- include their findings concerning serious and substantial deficiencies of the accounting procedures and the internal control system in the audit report as well as any inaccuracies in the financial statement, which shall submit to the Ordinary General Meeting of Shareholders.
- include their findings for minor shortcomings and deficiencies of the internal audit system or topics of accounting-organizational nature in their special report (suggestions report) which they address to the Board of Directors.
- Their findings concerning infringements of the law or the statutes to notify the supervising Minister of Development.
The final adoption of International Standards on Auditing became with the Article 24 of L.3693 / 2008, which states that mandatory controls depending on their nature are carried out in accordance with:

a) International Standards on Auditing

b) International Standards on Review
c) International Standards on Related Work

The audit approach of International Standards on Auditing as set forth by the International Federation of Accountants (IFAC) includes three stages:
Risk assessment: The performance of procedures to identify and assess significant risks to the financial statements

Addressing risk: The development and implementation of appropriate procedures to address identified risks to the financial statement level and management’s claims.

Reference: The formulation and issuance of the audit report in accordance with the audit evidence that is gathered by the risk management process.
2.4 The responsibility of the Chartered Auditor
The responsibility of the Chartered auditor for the quality of services provided can be divided into three types: civil responsibility, disciplinary responsibility and criminal responsibility.

The civil responsibility refers to the liability for compensation to injured parties in incomplete test cases. The Chartered auditor is responsible for any damage caused by action or omission during the audit performance as long as it is due to willful misconduct or gross negligence
. As a condition to establish the compensation liability, the law requires the damage to be caused by the use of the audit report.
The disciplinary responsibility of the Chartered auditor deals with the liability for breach of disciplinary regulations governing the operation of the profession. The Committee of Accounting Standardisation and Auditing (CASA), the competent authority supervising the auditing profession in Greece has created a three-member Disciplinary Committee which operates within the territorial of ELTE but it is functionally independent from it. According to the Law 3148/2003, a referral to the Disciplinary Board shall be taken by the Board of CASA or the Supervisory Board of ICPA. The penalties imposed by the Disciplinary Board are: reference, reprimand, a fine up to 50,000 euros, temporary suspension to practice for one year and final removal from the register of ICPA.
The criminal responsibility of the Chartered auditor is described in separate articles of the commercial law 2190/1920 about Limit Companies. Specifically, it is stated that the auditor commits a criminal offense, even by simple negligence, when he/she accepts financial statements prepared in violation against the law and the Company Statute
. Furthermore, it is defined that violation of confidentiality by the Chartered auditor or failure reporting a problem in the performance of the audit are considered as criminal offence in cases provided by law
.
2.5 Incompatibility-Limitations
According to article 12 of the Law. 3148/2003, strict and extensive incompatibility-prohibitions are enacted for all Chartered auditors and audit business. The validity of these incompatibilities restricts the traditional work of Chartered Auditors Accountants only in the audit work.

According to this article
:
• It is forbidden to recruit a Chartered Auditor Accountant as consultant or officer in a company audited by him during the last two years before his/her employment. The prohibition is lifted if quality control is preceded and completed, without aggravating the effect on the one meant to be hired. The expenditure is incurred by the company that hires.
• The assignment of audit to Chartered Auditors Accountants or audit business is prohibited as long as they provided services in the same company during the previous two years of auditing.
• It is not allowed for an audit business, which owns the Chartered Auditor to conduct an audit to companies whose shares are listed on the ASE or subsidiaries companies, providing any service or creating any relationship with these companies which have reciprocal interests.
2.6 Conducting methods of the external audit
The audit of financial statements is performed in accordance with international practice and audit science based on the principle of sampling.

It is obvious that it is not possible to check the entire management and accounting work of the audited unit in detail because it would take many months of employment of many auditors and the audit costs would accede to huge amounts.

Regarding the internationally accepted and universally applied principle of sampling, two basic methods of audit are followed: the horizontal and the vertical control.

2.6.1 Horizontal Audit

The horizontal audit starts from the documents of a selected period and ends with the funds of the Financial Statements. The horizontal audit is recommended to perform a detailed control over all the financial transactions of a period (eg ten days) .For the chosen period, all the documents in the trading activity of the unit are checked and all the accounting work in general.
The main purpose of the horizontal audit is to inform the auditors for the accounting organisation of the company and the assessment of the internal audit system. The fact that the audit of all records of a period (5 or 10 days) has revealed nothing remarkable, it is in no way allowed to consider that the other records of the entire year are presumed to be correct and therefore the processes of vertical control may be omitted.
Therefore this type of audit cannot replace the vertical control but only complement it.
2.6.2 Vertical Audit

The vertical control starts from some selected funds of the financial statements and results in documents. 

In this method, certain funds (especially important or unusual), which are sought for scrutiny of supporting documents, are selected; the entries of each account based on the balance sheet and the profit and loss accounts are reviewed carefully with the help of balances and the implementation of suitable audit procedures in each case.
The vertical audit constitutes the basis for the effective audit of the Annual Financial Statements.
CHAPTER 3

INTERNAL AUDIT

3.1 The notion of internal audit

The term of internal audit deals with the competencies of staff, the incoming and issued documents, their tracking and control and especially which employees handle these tasks, the accounts held, the manner and method of informing and the employees that inform them. The proper term of this entire system is the "internal audit system".
The internal audit system constitutes the organizational structure and all the methods and procedures used by the administration of the unit as a means of achieving their goal, which is to ensure the feasibility measure of the proper and efficient functioning of the economic unit. 
This objective also includes adherence to the rules set by the administration, ensuring assets of the enterprise, prevention and detection of management irregularities and errors, accuracy and completeness of accounting books and records and timely preparation of reliable financial information.
The internal audit system is extended beyond the issues which are directly related to the functions of the accounting system. The internal audit covers all the business and it concerns all its activities, for instance it is extended beyond the accounting and financial functions. You could say that the types of internal audit are so many as the activities of the institution are: we have production controls, artificial controls of any kind, supplies and sales, human resources management, inventory management and general control over all activities presenting audit interest.
3.2 The role of the internal auditor

The internal auditor has a labor relationship with the economic unit in which he/she performs the task, namely he/she is an employee of it, the work has a preventive nature and it is recommended for monitoring and controlling the ongoing managerial operations and the accounting entries aiming at the direct labeling of unintentional or intentional errors or fraudulent and illegal actions. Regarding the size of a business, it is worth noting that when a company is small, the audit can be applied by the members of the administration. By contrast, in large enterprises, there is the internal audit department, where the internal auditor has a highly hierarchical position and he/she is independent of other administrative departments.
The tasks of the internal auditor include the audits of the rules’ adherence that are laid down by the administration of the clerical staff, the audit of the rational function of the accounting system and the attachment of the advantages of the faithful application of the business’s rules and mechanisms.

However, the role of the internal auditor is considered as being a catalyst and necessary for the smooth running of a business as, when it is practiced in a correct and reliable manner, it facilitates the work of the external auditor.
3.3 The fundamental principles of the internal auditor
The work of the internal auditor should be practiced by performing the following principles:
Integrity: the internal auditor must be straight, honest and fair in the provision of professional services in order for the trust to be consolidated between the auditor and the auditee and for a basis to be provided for the support of their judgment.
Objectivity: the internal auditor should not undertake any activity or relationship that may affect their impartial attitude. Also, they should not allow prejudice or bias, conflict of interests or influence of others to influence the objectivity their judgment.
Professional competence and diligence: the internal auditor must provide their services with the required competence, care and diligence and maintain the knowledge and skills to the level required to enable their employer to receive high quality services based on current developments in practice, legislation, technical and professional standards.
Confidentiality: the internal auditor must be prudent about the information they have acquired through the course of their work and not to disclose this information for their own benefit or that of third parties unless it is a legal or professional right to do so.
Professional conduct: the internal auditor should only deal with tasks for which they have the necessary knowledge, skills and experience. Also, they should act in such a way as to fit the reputation and status of the profession and avoid any behavior which could discredit it.
3.4 Basic principles of the internal audit
The basic principles of an adequate internal audit system, the observance of which must be examined by the Chartered Auditor Accountant in the audit of any economic unit are
:
· Adequate accounting procedures and appropriate IT support

· The clear division of the three basic functions of the economic unit
a) the transaction which involves performing transactions (eg buying and selling)

b) the management, which includes the management and safekeeping of assets
c) the accounting which includes the accounting depiction and observation of the transactional operations and assets.
The concept of the separation of these three functions is that each of them will be officially independent of the other two and operated by people who do not have any official dependence on the other or link to key-positions with close personal or family relationship with people who hold similar positions in the other two functions.
· A clear division of tasks and responsibilities. Each institution of the enterprise should clearly know its duties and rights. No department or person should have sole power to any transaction. An employee should not carry out and control all the phases of work.
· The immediate issue of predefined elements for each collection or payment and any creation asset or liability of the economic unit. These elements should bear a pre-numbering and be validated by competent authorized people of the unit.
· A clear description of the responsibilities of the economic unit’s executives.
· The establishment of measures of the accounting books and records’ physical protection as well as measures to prevent any access to the unofficial employees of the unit.
· The periodical performance of physical verification of the economic unit’s assets and the relevant agreements of the other accounts (eg banks, customers, etc.) by an official independent employee of those in charge of the proper accounting observation and reconciliation of the accounts.
· The reception of measures for the physical protection of the assets and the use or disposal of these only after a predetermined process.
3.5 Internal Audit Service-Its characteristics and responsibilities
The internal audit service conducts random checks and recommends the results of these audits to management. The organizational level the internal audit is located depends on the organizational structure of the enterprise and therefore the size and infrastructure of the enterprise and the degree of prestige it has and how appreciable the internal audit is by the auditees.
The Internal Audit Service should have the same position in the organization chart with the other Directorates while it has to control them. Depending on the integration of the highest level of the organizational structure, it is being accepted by the other Directorates.

The position of the Internal Audit Service within the company depends on whether the business is or will be quoted or not.
The L. 3016/2002 requires the establishment of the internal audit for all listed companies and assigns the performance of the internal audit to a special company service.

In order to ensure its independence, the internal audit service is provided by the law to have the following characteristics:
· To be independent and not hierarchically subject to any other unit of the company.

· To be supervised by the Audit Committee. The Audit Committee is the executive body and bears any responsibility for the final conclusions drawn up by the Management or the Internal Audit Department.

· The service members should not have other responsibilities apart from the internal audit.
Based on the current legislation, the responsibilities of the internal audit service briefly include:
• Monitoring the implementation and maintenance of internal regulations and the articles of the business as well as the company's compliance with the legal and regulatory framework to which it belongs

• Reporting cases of conflicts of interests of the board’s members or the company's management with the interests of the company to the Management Board
• The submission of quarterly written reports to the Board regarding the audits that have been carried out

• The presence of the responsible for the service to the general meeting

• Provide any information requested by supervisors after approval by the Board
• Auditing the legality of fees with all types of benefits to members of the administration by the decisions of the competent bodies of the company.

For unlisted companies, the Internal Audit Service is subject to the CEO who is responsible for the administration in order to be effective. By bringing the CEO, direct communication, direct cooperation and immediate corrective decisions are achieved.
3.6 Internal Audit Service failings
The fact that the internal auditor is a member of the business poses disadvantages. They follow the specific rules of the company and not the principles of the audit. They are not able to check their superiors and the impartiality and objectivity fade over time because of the relationships that can be acquired with their colleagues. For example, the internal auditor may intervene as a catalyst in the administration in order to cover up irregularities and the internal audit may become ineffective.
3.7 Differences between the internal and external auditor
The internal auditor is an employee of a company and their tasks are to audit the managerial operations and accounting entries. The objective aim of the internal auditors is to assist the "administration" to achieve effective management of the business. On the contrary, the external auditor has no work-related or other dependence on the audited economic unit. Namely, the external auditor is independent and unattached from the audited economic unit and therefore not affected by the administration. The objective aim of the independent (external) auditors is to express an opinion on the financial statements.
The external auditor’s area of action is very broad and multidimensional (certification of truth and accuracy of the financial statements of any enterprise) as opposed to the internal auditor whose action area is limited in the enterprise with which it is connected with an employee relationship; that made the organisation of the external audit necessary in an independent vocation which has an institutional character.
CHAPTER 4

CONCLUSIONS

To summarise, in our study, we have presented the concept of the audit and the role of the internal and external audit in enterprises. We have emphasised the difference between the two types of audits which lies in the fact that the external auditor is an independent member of a business as long as they are not connected with some kind of an employment relationship with the company unlike the internal auditor who is an employee of the company. By extension of employment relationship between the internal auditor and the company sometimes basic principles of internal control may be circumvented. Also, the particular features that should distinguish both the external and the internal auditor have been highlighted, such as irreproachable morals, integrity of character and higher qualifications that they need to show in the performance of their duties.
Due to the prominent role that business owns in society working as a cell of the proper functioning of the economy, the role of both the internal and the external auditor is considered as decisive. The necessity and importance of audit at all stages of business work stem from the fact that human nature is subject to corruption, fraudulent behaviors and unintentional and intentional errors. So it is understood that the audit profession constitutes an institution for a society the effectiveness of which helps to ensure and protect the funds of the society.
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