News regarding the application of sanctions
as a result of non-compliance with legal

obligations related to the public internal
audit
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Failure to comply with legal obligations regarding public

internal audit may be sanctioned

Amendments presented in brief:

On January 25™, 2022, in the Official Gazette
was published the Order of the Ministry of
Finance no. 56/2022, which establishes that
the persons within the economic and
financial inspection apparatus will apply
fines between 3,000 - 5,000 lei for non-
compliance with the obligations of the Law
no. 672/2002 on the public internal audit.

It is expected that there will be clarifications
regarding the implementation of the
sanctions provided by Law no. 162/2017 on the
statutory audit of the annual financial statements, more precisely the application of fines
between 50,000 and 100,000 lei for not organizing the internal audit function for the
concerned private companies.
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Amendments explained in more details:
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News regarding the application of sanctions as a result
of non-compliance with legal obligations related to the
public internal audit

On January 25™, 2022, in the Official Gazette was published the
Order of the Ministry of Finance no. 56/2022, which establishes
that the persons within the economic and financial inspection
apparatus will apply the sanctions for non-compliance with the
obligations of Law no. 672/2002 on public internal audit.

Thus, fines between 3,000 - 5,000 lei are provided for a series
of facts such as the violation of the obligation to ensure the
organizational and functional framework necessary to carry out
the internal public audit activity, the violation of the obligation
to elaborate the draft audit plan or the refusal to submit the
documents requested during the performance of the public
internal audit missions.

Until now, the law did not specifically stipulate which
representatives of the Ministry of Finance found and sanctioned
non-compliance with the obligations regarding the internal
public audit. In other words, no one could sanction until now not
respecting the obligations related to the internal audit in the
public environment because it was precisely this power of
attorney now provided for in the Order no. 56/2022 of the Official
Gazette.

It is expected that soon there will be clarifications regarding the
implementation of the sanctions provided by Law no. 162/2017
on the obligation of private companies to organize the statutory
audit of the consolidated annual financial statements, and,
implicitly, the internal audit activity.

Failure to perform the internal audit by the entities whose
financial statements are subject to statutory audit, according to
Law no.162/2017, is a contravention and is sanctioned with a fine
from 50,000 to 100,000 lei. It's only a matter of time before the
supervisory authority is appointed to enforce these fines.

We remind you that any company that has its financial
statements audited must have an internal audit, according to
Law no.162/2017. The obligation to audit the financial statements
and, therefore, to organize the internal audit activity, applies to
companies that, for two consecutive years, meet at least two of
the following criteria:

> Total Assets exceeds 16 million RON;

+40 771590 129
WWWw.Nnoagroup.ro

Bucharest, 15 District
4 Pipera Street, 4™ Floor



» Net Turnover is more than 32 million RON;
» The number of employees exceeds 50.

7
*

We emphasize the importance of the existence of the Internal
Audit within the companies, before the sanctions provided by
law are implemented. The role of the Internal Audit function is
significant, given the rapidity with which the din processes
within companies have to adapt to the new trends, thus being
exposed to an increasing number of risks.
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How we may help you:

NOA Audit & Assurance team supports companies by providing internal
audit services, financial audit services, as well as other related assurance and
auditing services.

NOA Audit & Assurance team is at your disposal for more details regarding
those presented in this summary of legislative news.

Best regards,

NOA Team

Otilia Petu Gordana Teodorescu Mircea Dumitrascu Grigore Constantinescu

Managing Partner Partner Audit & Assurance Partner Partner Internal Audit
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