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Annotation

The dissertation discusses the issues of improving the internal control system in the
budgetary institutions of Georgia. Its importance has been studied and analyzed,
both for the institutions that spend budget funds themselves, as well as for
improving the socio-economic situation of the country.

The first chapter of the paper presents the internal control system as an important
lever for improving the activities of budgetary institutions. Due to the fact that
resources in the public sector are created on the basis of "public money", therefore,
they should be used in the public interest. The role of effective internal control in
budgetary institutions is determined by the importance and necessity of controlling
the acquisition, use and protection of resources in the public sector. The same
chapter discusses the processes of introduction and development of the internal
control system in Georgia, which started in 2004 and aimed at establishing a
transparent and accountable budget system. Public administration reform, which is
one of the fundamental preconditions for EU membership and which aims to
establish a transparent and accountable budget system, is directly linked to the
establishment and development of an internal financial control system. The internal
control system is an integral part of the public financial management reform, which
in turn is envisaged in the action plans of the public administration reform 2019-
2020 and the public financial management reform 2018-2021.

The introduction and development of an internal control system is linked to the
study of international practices, experiences and approaches. For this purpose, the
paper studies and analyzes the experience of EU member states.

The second chapter of the paper deals with the organization of the internal control
system in the budgetary institutions of Georgia. The introduction of an internal
financial control system involves certain stages. In parallel with these stages, the
legislation of Georgia has undergone systematic changes in this regard, and

legislative acts, instructions and manuals have been gradually developed and



improved. An internal audit methodology, a code of ethics for internal auditors, a
systematic audit manual, a public sector risk management manual, and more have
been developed. Nevertheless, the study found that the level of qualifications of
individuals involved in the implementation of the financial management and
control system and the active involvement of senior managers are problematic. It is
necessary to conduct periodic trainings and workshops for both the participants in
the internal control system and senior managers, where the current processes in the
internal control system, the identified problems and the results obtained will be
discussed.
A study / analysis of the internal control system and related problems has shown
that risk management issues need to be addressed. Risk management is an integral
part of managerial control, which assesses the risks at all stages or processes of the
organizational structure and introduces effective control mechanisms for its
management. The study found that the current situation requires significant
measures to be taken to establish effective risk management systems. However, it
should be noted that pilot projects in this direction have been launched in several
ministries with the coordination of the Harmonization Center and the involvement
of foreign experts, which can be considered a positive factor.
The study revealed the neglect of internal audit independence and the inefficiency
of its activities. All this is reflected in the inappropriate, uneconomical, inefficient
and unproductive use of budget funds.
The third chapter of the paper evaluates the usefulness of the internal control
system and the issues of improving the quality challenges of the internal control
system. To calculate and evaluate the usefulness of the internal control system,
based on the specific audit report, we calculated the usefulness of the internal audit
activity, conducted qualitative research in certain ministries and municipalities, and
performed regressive analysis based on the data of specific municipalities.

The introduction and development of an internal control system is an

important lever for the efficient functioning of the country's budget sector. The
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problems and challenges in this system led to the selection and processing of the
research topic. Based on in-depth study and analysis of the problems, we drew
conclusions and developed relevant recommendations. The issues, conclusions and
recommendations discussed in the annotation are presented in detail in the

dissertation.
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