ROLE PLAY
PRESENTING AUDIT PLANS TO CLIENTS

1. INTRODUCTION
The objective of this role-play is to practice presenting planning proposals to clients and/or audit committees. 
[bookmark: _GoBack]The plan itself was prepared by one of the groups in St Petersburg following an exercise focused on using risk assessment to enhance audit resource planning and allocation and how this impacts overall annual audit planning.
2. BACKGROUND INFORMATION
The table below provides information on the entities that comprise the audit universe that your internal audit unit is mandated to audit annually and the proposed strategy for the audit. 
The assumption for this case study is that the internal audit department is located in the Ministry of Transport and Roads and has the scope to engage in internal audit activities in all areas of the Ministry of Transport and Roads. 
Decentralised internal audit is a relatively new function in the public administration.  The service was established by a Government decision in 2009 and has been operational since 2010.  The year you are planning 2014 will be the fifth-year of internal audit operations.
The decentralised internal audit department has a team of 2-auditors (one Audit Manager and one audit trainee).  The Audit Manager is a member of the Institute of Internal Auditors and the other team member has a degree in economics.  The internal audit department has historically concentrated its activities applying inspection and control methodologies and has limited experience of risk based audit planning and specialist audit topics.
In 2014 you have a potential audit universe or scope of X processes in the Ministry of Transport and Roads. .  The total expenditure budget for your Ministry for 2014 is Euro 100 m and the revenue budget is Euro 10 m.  60% (Euro 60 m) is planned to be spent on personnel costs, Euro 10 m (10%) on other non-personnel recurrent expenditure and the balance of Euro 30 m (30%) on capital expenditure.  The income is derived from licences for personal and road haulage vehicles.


3. OVERVIEW OF THE STRATEGIC AND ANNUAL AUDIT PLAN
A. Strategic Plan overview:
· Overview of risk assessment: [To be completed in preparing for the role play]
· Analysis of Capacity and man days:
	
	CAE
	IA
	

	Time in a year 2014
	200
	200
	

	training
	10
	20
	

	planning
	20
	10
	

	ad-hoc 
	50
	20
	

	
	120
	150
	270



· Distribution of capacities for the next 3 years: 
	No.
	Audit universe
	Risk total score
	Strategic plan
	Total 

	
	
	
	
	audit days

	
	
	
	2014
	2015
	2016
	 

	
	
	
	270
	270
	270
	

	1
	Human Recourses
	2.4
	 
	
	80
	80

	2
	Procurement
	4.8
	160
	 
	 
	160

	3
	IT
	2.4
	 
	 
	110
	110

	4
	Budget Planning
	3.6
	110 
	 
	
	110

	5
	Strategic Planning
	3.5
	
	160
	 
	160

	6
	General Administration
	4.1
	 
	110
	 80
	190






B: Annul Plan for 2014:

	Title
	Type of Audit
	Duration
	Schedule
	Resources
	Assumptions

	
	
	
	
	CAE
	IA
	

	Assess adequacy and effectiveness of the process of Procurement in the organization
	System-based
	100
	1-2 quarter
	30
	70
	-Different approach of procurement
-Luck of controls

	Assess the process of budget planning within the organization
	System-based
	110
	2-3 quarter 

	60
	50
	-Luck of reliable data-base
-Luck of controls

	Assess effectiveness of procurement of busses
	Performance audit
	60
	3-4 quarter
	30
	30
	-Luck of planning, 
-Suspected fraud- corruption

	Summary:
	270
	
	120
	150
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Structure of the Ministry of Transport and Roads
Air Transportation Directorate
Roads Transportation Directorate
Water Transportation Directorate
General Directorates
International Relation and Security Department
Internal Audit Department
Administration and Human Recourse Department
Economies and Planning Department
Secretary General

Minister
State Secretary



Table 1: The Audit Universe
	Institution
	Budgeted Expenditure
	Budgeted Revenue
	Other Relevant Information

	1. Ministry of Transport & Roads 
	Euro 100 m
	Euro 10 m
	This Ministry is responsible for managing the government policy to upgrade the national highways to international standards.  After 20-years of neglect the highway system is in poor condition and starting from 2010 the Government published plans to completely upgrade the 300 km of national highway by the end of 2015.
In 2013 the Minister of Transport and Roads was dismissed by the Prime Minister and he was referred to the Anti-Corruption Commission after being accused of attempting to influence the award of road construction projects to a single contractor.
The case is still being investigated and the new Minister has publicly pledged that he will ensure that all future tender processes for road construction will be transparent, fair and provide value for money.
Euro 60 m (60%) has been budgeted as expenditure for personnel costs.  The salaries and other emoluments are managed through a centralised agency that has responsibility for all payments for public administration employees.
In previous years the payroll for this Ministry was found to contain a number of ‘ghost’ workers.  However this was at a time when each line Ministry had the sole responsibility for payroll management.
Since the introduction of a centralised information technology based personnel and payroll management system the controls over the entire range of personnel and payment management processes have been more effective in preventing and detecting attempts to manipulate the payroll processes.  The most recent report of the Auditor General on the payroll control arrangements confirmed that the security and access controls provided a high degree of assurance in its ability to prevent and detect material fraud or other manipulations of the payroll.
Non-payroll recurrent expenditure is budgeted as Euro 10 m (10%) for 2014.  This amount is broken down as follows:
· Fuel for Ministry transport: Euro 1 m
· Utilities (Electricity, Gas, Water, Telephone and Internet: Euro 3 m
· Office Supplies: Euro 4 m
· Repairs and Maintenance of Ministry Transport: Euro 0.25 m
· Cost of Local Travel: Euro 0.10 m
· Costs of International Travel: Euro 0.25 m
· Maintenance of IT Equipment: Euro 0.40 m
· Subsidy to Staff Restaurant: Euro 0.10 m
· Training: Euro 0.50 m
· Hiring Specialist Services: Euro 0.40 m
Issues relating to non-payroll recurrent expenditure from previous internal audits and reports of the Auditor General include:
· The record keeping and recording of use of Ministry vehicles was poor.  Most drivers did not complete the required vehicle logbooks.  The amount of fuel being purchased appeared to be excessive in relation to the use of the vehicles.
· The Ministry hires consultants to assist in evaluating specialist road construction tenders.  The selection of the consultancy company was non-competitive and they contract was awarded for 5-years.
· There were multiple instances where advances provided for local and international training were not cancelled through proof of expenditure (invoices, hotel bills air tickets etc)
· There is no central procurement service in the Ministry and each division makes its own purchases.  This could lead to additional costs through not taking advantage of discounts from bulk purchasing.
· Many Ministry employees are provided with a mobile telephone.  It was reported that monthly bills were being paid with no meaningful checks on whether the calls made were in fact official or private.
· For the past 5-years, the Ministry has been using the same company to repair and maintain its vehicles.
· There is no methodology for calculating the subsidy to the staff restaurant. For the past three-years the level of subsidy has been decided on an arbitrary basis by the Deputy Minister.  It is rumoured that the company running the restaurant is owned by the sister of the Deputy Minister.
· In 2013 the Auditor General published a performance audit report on the activities of this Ministry in respect of its effectiveness in supporting the establishment and maintenance of a standard and robust set of internal control arrangements.  One of the key findings from this performance audit report was that whilst the Ministry has issued international level internal control standards it does not fully exercise an oversight role to ensure that these are being applied.  The report went on to say that they found little evidence that the principles of the COSO risk management model were being fully applied.
Capital expenditure is budgeted as Euro 30 m (30%) for 2014 and this is broken down as follows:
· Repair of national highways: Euro 20 m
· Maintenance of the road network: Euro 5 m
· Purchase of 50 buses for the public transport network: Euro 5 m
Issues relating to capital expenditure from previous internal audits and reports of the Auditor General include:
· The Ministry has the responsibility for managing the contractors who are repairing the national highways.  These management responsibilities include ensuring the quality of the repairs and that the time taken to complete the work is in-line with the contract.  The Auditor General reported that due to technical capacity constraints the Ministry was ineffective in this management and supervision role.
· In previous years the Ministry has been awarding highway repair contracts on a single-source basis to a local company.  This company has historically been awarded 90% by value of all highway repair contracts.
· The Ministry has no multi-annual plans showing a prioritized programme for road maintenance.
· There is no business plan or rationale for the planned purchase of 50 buses 
Revenue is derived from the following sources:
· Licence fees from commercial vehicles: Euro 6 m
· Licence fees from private vehicles: Euro 2 m
· Income from tolls on national highways: Euro 2 m
Issues reported in previous years reports from internal audit and the Auditor General include:
· The Ministry does not have a complete record of all private companies who have commercial vehicles and as a result the Ministry does not know how many commercial vehicles there are in the country.
· The tolls for national highways are collected from drivers in cash and simple analysis appears to show that this source of income is lower than expected based on the statistics for the number and type of vehicle using the national highways.



ROLE PLAY
STEP ONE:  From the information above prepare a short presentation on the results of your strategic planning (no more than five slides allowed) and you audit planning proposals for the coming year. Consider in particular 
(a) your overall assessment of risk to be used in your presentation to justify the selection of audit topics
(b) the questions that may be asked by the clients and your response to these. 
STEP TWO:  If selected present your proposals to the client as part of the role play

