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Abstract.In current conditions of university functioning, there is a significant increase of interest in internal
audit (IA), which contributes to the effectiveness of their activity increase. Internal audit is an important tool to
evaluate the performance of institution key processes. The presence of internal control in a budgetary institution
(a university) is a prerequisite for an effective activity in the educational sphere in order to prevent, detect and
suppress financial offenses. The internal audit of obligations is one of the main ones in the overall process. The
final result depends on a program drawing up and an internal audit performance. The methodological aspects of
the internal audit performance concerning the obligations presented in the study make it possible to conduct a
qualitative check as soon as possible and to evaluate the effectiveness of work concerning the obligations. The
proposed methodology is a universal one for internal audit obligation performance at different educational
institutions. The study focuses on the evaluation of obligation management effectiveness, not limited by the
check of accounting aspect correctness. This is a breakthrough moment for this industry, since the process of
such institutions check by internal auditors presupposes mainly the control concerning normative acts
compliance, neglecting the evaluation of such operation efficiency at the present moment.
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1L.INTRODUCTION

Budgetary institutions perform important functions
in modern Russian economy (Fedorenko, 2010). At
that, the issues of internal audit at budget
institutions are developed poorly in specialized
literature, which conditions the relevance of the
research topic (Bergmann, 2016). When an audit is
planned, it is necessary to formulate its goals and
objectives, to draw up a plan and an audit program,
to determine the composition of an audit team, the
terms of an audit and the categories of materiality
and risk.

The main objectives of the internal audit
concerning the obligations of a budgetary
institution is the check:

- of accounting and reporting information about
obligation correctness;

- the reasonableness and the efficiency of funds
spending during the performance of obligations
(Fedorenko, 2010).

An important area of an internal audit concerning
the obligations of a budgetary institution due to the
importance and the frequency of manifestation is
the verification of obligations for suppliers and
contractors (Sharonina, 2012). These obligations
are reflected in the account 030200000
"Settlements under the accepted obligations™ within
the accounting of a budgetary institution.

In order to achieve these goals in the internal audit
of obligations for suppliers and contractors, it is
necessary to check:

- the legality and the validity of calculations from
the point of view of the budgetary process,
including the quotations and tariffs;

- the completeness, the timeliness and the
correctness of settlement reflection with transaction
suppliers and contractors within accounting;

- the identity of accounting data and budgetary
reporting;

- timeliness of obligation performance;

- the efficiency of obligation performance.
2.MATERIALS AND METHODS

The information base of obligation internal audit is
the registers of accounting and the financial
statements of an institution. An internal auditor
should have access to all information that he needs
for an effective internal audit.

The effectiveness of internal audit largely depends
on the quality of planning: a plan and a program
(International Professional Standards for Internal
Audit (Standards), 2016). During the development
of a plan and an internal audit program, we suggest
to use the list of standard procedures for the check
of obligations to suppliers and contractors,
presented in Table 1 and developed by us.

The progress of an audit and its results should be
documented in the relevant working documents of
an internal auditor, proving the fact of the necessary
procedure quality performance (Brusca, 2016).

Based on the results of an audit, an internal auditor
analyzes the information received and develops his
opinion on the issues of the plan and the
verification program, and also prepares written
information for the management of an audited
organization (Manes-Rossi, 2016).

An internal auditor, should collect audit evidences
that confirm or do not confirm the prerequisites for
the preparation of financial statements in
accordance with International Audit Standard No.
315 (revised) "The identification and the
assessment of material distortion risks through the
study of an organization and its environment".

An internal auditor is obliged to take into account
the qualitative aspect of materiality in order to
determine whether the deviations from financial
and business operations revealed in the course of
the audit concerning the compliance with the
requirements of the relevant normative acts acting
in Russian Federation are significant ones (Robb &
Newberry, 2007). Further, it is necessary to
determine the quantitative characteristic of
materiality, that is, the level of materiality.



Table 1
Program fragment of obligation internal audit
Customer: University

Audit assignment: the check and assessment of
obligation validity

Head of the Internal Audit Team: Ivanov L.1.

The composition of internal auditor group: Sidorov
V.A., Kochurov S.G., Tikhomirov G.A.

Internal audit period: 01.10.16-31.12.16

Internal audit term: 320 audit hours.

Audit risk: 5%

Materiality:

a) quality characteristics and compliance with
regulatory documents, regular reports on the

expenditure of budgetary funds.

b) quantitative characteristics - the level of
materiality makes 1.3 million rubles.
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2.3. Verification of executed monetary obligations
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5. Verification of obligation performance efficiency

5.1. Evaluation of institution work effectiveness
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An internal auditor needs to check whether the
revealed deviations in sum and separately exceed
the level of materiality (taking into account the
predicted value of unmarked deviations).

During the evaluation of internal audit results, the
detected errors and deviations should be evaluated
in a combination of qualitative and quantitative
factors.

The assessment of audit risk (AR) by components
(household (inherent) risk (IR)), the risk of control
devices (RC), the risk of non-detection (RND) is
based on test results by factors, taking into account
their positive and negative manifestations. The
value of each risk component is defined as the ratio
of negative factor number to the total number of
factors for a given component. The dependence of
audit risk value and its components is determined
by the following formula

AP=BP x PKx PH

During the calculation of materiality level, the AR
value affects a range selection:

- The upper limit of the range is chosen at AR equal
to 5%,

- The lower limit of the range is selected at AR
more than 5%, .

Then let's determine the level of materiality (Table
2)

Table 2.Materiality level
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137 | 63| * x
31407 | 2- 1256
Costs 156 | 4 4 286 X X
11
Total X X | X 064 X X
071

Based on the results of the calculations presented in
Table 2 and 3, the level of materiality makes
1,300,000 rubles. If you take 2% of the balance
currency and income for calculation then 2% make
1 300 000 rubles on the average, as 2% of the
balance currency make 1 600 000 rubles, and 1 000
000 rubles from income. For visual representation
an internal auditor it is reasonable to apply the
tabular method of importance level calculation for
an internal auditor.

Table 3.Materiality calculation level



Calculation order Value,
rub.
1. Arithmetic mean of column 5 1580
582
2. The smallest value of column 5 801 480
Deviation from the average index (p.2 0
~p.1) /p. 1x 100 49,29%
. 3488
3. Maximum value of column 5 483
Deviation from the average indicator 0
(p.3-p.1)/p.1x100 120,71%
4. The decision was made concerning
the exclusion from the calculation:
- the minimum indicator (if it exceeds no
the average by more than 50%)
- the maximum indicator (if it exceeds es
the average by more than 50%) y
5. New arithmetic mean of column 5 1262
after exclusion 598
6. The value to which the arithmetic 1300
mean is rounded (thousand rubles) 000
7. The difference between the value of
the materiality level before and after -37 402
rounding (p. 5 - p. 6)
in percentage terms (p. 6 - p. 5) / p. 6 X 2 88Y%
100% (should not exceed 20%) 0070
8. Accepted level of materiality, rub. 10%%0

3.RESULTS AND DISCUSSIONS

Based on the results of the sample calculation, it is
necessary to check every eighth business
transaction associated with the occurrence,
movement and repayment of obligations. It is
necessary to pay attention to those operations that
exceed the level of materiality. Such operations
must be checked by all.

In order to achieve an ultimate goal (assessing the
effectiveness of obligation settlement), an internal
auditor must perform analytical inspection
procedures of obligations (The use of internal
auditor work, 2016). To do this, it is necessary to
analyze a number of indicators, including the ratio
of liability turnover.

The ratio of liability turnover shows how quickly
the company pays its counterparties (Ponomareva
& Melnikova, 2015).

The formula of turnover ratio calculation of
accounts payable is the following one:

2XB

where Kos is the ratio of liability turnover,

B — income per year,

K3, - commitments at the beginning of the year,
K3 - commitments at the end of the year.

It is necessary to study this coefficient in dynamics
for several periods, and also in comparison with the
ratio of receivables turnover.

The repayment period is also called the period of
obligation turnover. It shows how many days the
organization pays its debts on the average.

In order to calculate the period for the repayment of
obligations, the following formula is used:

365

Mn = —>
"= Ko6

where TII, is the period of accounts payable
repayment.

The coefficient of the company dependence on
liabilities illustrates in which part of the enterprise
the assets were financed by creditors. During the
analysis of this coefficient, it is necessary to take
into account industry specificity; what are the
factors which formed such a dependence, whether it
has a short-term character or not.

One can calculate the company dependence on
liabilities using the following formula:

A0 +KO

K
? A

where K, is an institution dependence ratio on its
obligations,

10 — Long-term liabilities,



KO — Short-term liabilities,

A — Assets or balance currency at the end of the
period.

The coefficient of financial leverage or the self-
financing ratio (also called the financial
independence coefficient) of the institution shows
the amount of debts repaid by an organization at the
expense of its own capital.

[IK

Kn=—
CK

Where K is the coefficient of financial leverage or

independence,

CK - equity at the end of the period,
IIK — attracted capital at the end of the period.
4.CONCLUSIONS

Commitments are valuable and play an important
role in the provision of educational services. They
should be seen as a liability affecting the solvency
of the organization.

In order to assess the effectiveness of obligation
management within the contractual term in the
course of internal audit it is necessary to carry out
its classification for certain periods.

The increase of liabilities indicates the deterioration
in the financial condition of an organization and, as
a consequence, the decrease of its solvency.

The proposed tools and the algorithms for internal
audit of obligations management allow to improve
the efficiency of an organization operation.

5.SUMMARY

Thus, an internal audit of commitment management
should provide for a number of consecutive steps.

At the first stage, it is necessary to study the
contracts with suppliers. At that an auditor should
pay attention not only to the terms of contracts, but
also to the economic feasibility of this type of
contractual relationship.

At the second stage of the internal audit service, it
is reasonable to take into account the legal features
during the audit of obligations.

Having examined the terms of organization
contractual relations with suppliers, an internal
auditor needs to study the documentary execution
of operations in the context of individual contracts.

When you perform internal audit of settlements
with suppliers and contractors under sales and
purchase contracts with deferred payment and
prepayment, an auditor performs a formal and
arithmetical verification of registration correctness
and the filling in of primary accounting documents.

At the third stage of the audit, an internal auditor
performs  mutual  verification of invoices,
consignment notes, bank statements and supply
contracts: the final and interim amounts in
consignment notes, invoices and contracts must be
the same. The column "Purpose of payment” in a
bank statement must contain an account number,
according to which a buyer made payment. An
important aspect of mutual verification of such
documents is the confirmation of conformity
concerning the quality, the nomenclature, the
quantity and the price of goods received and
determined by the contract. If any discrepancies are
detected, an internal auditor conducts a counter-
check with a supplier by the request of a
reconciliation statement.

At the fourth stage of the internal audit concerning
the effectiveness of obligation management an
internal auditor has to analyze the coefficients that
led to the work, supplementing them with the
consideration of industry specifics if necessary.
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