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1. Internal Audit Progress Report
Introduction

1.1 This report summarises the progress so far regarding the delivery of the internal audit plan for 2020/21.  The internal audit plan for 2019/20 has been completed and the
Annual Report for that period is presented alongside this Progress Report.

Recommendation

1.2 The Audit Committee is requested to note this report.

Delivery of the plan

1.3 To date fieldwork is ongoing for the Reshaping the Organisation audit, with the PSA & Internal Reporting audit due to commence at the end of June.  With the remaining
audits we continue to work closely with Management on scheduling, paying particularly sensitivity to current remote working arrangements. A summary of the plan to-date
is set out in the table below:

Assignment title Output type Period
2020/21

Budget

Actual to
date

Status
Proposed Audit

Committee
Date

Reshaping the Organisation Advisory/Assurance Q1 £4,500 £900 Fieldwork Commenced September 2020

PSA & Internal Reporting Assurance Q1 £6,500 £700 Planning ongoing September 2020

Financial Modelling Assurance Q1 £6,300 Planning ongoing September 2020

Intelligence Gathering Advisory Q2 £5,450 To be scheduled TBC

Registration end to end Assurance Q3 £8,700 To be scheduled TBC

Culture and Ethics Advisory Q3 £6,000 To be scheduled TBC

Fitness to Practise - follow-up Assurance Q4 £4,650 To be scheduled TBC

IT General Controls Assurance Q4 £4,500 To be scheduled TBC

Follow up Assurance Q4 £2,600 To be scheduled TBC

Internal Audit Plan - - £4,300

Audit Committee and Client Liaison - - £4,000

Annual Report - - £1,200

Total £58,700 £1,600
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Business Response to Covid-19

1.4 BDO has been speaking to business leaders to assess overall organisational responses to the pandemic and has produced a ‘4 Rs’ model which aims to illustrate how business
may wish to think about their response to the Pandemic, from Reacting, through Resilience and into Realising a Return to a ‘new normal’, all the while taking the opportunity
to rethink how organisations may wish to operate.

1.5 This document contains our depiction of the model, along with the areas of focus that should be considered when thinking about Covid-19 impacts. Management and committee
members may wish to consider whether the areas of focus have been adequately captured within their risk mitigations, and what thought has been given to evaluating the
way in which it operates in a ‘new normal’.

1.6 BDO has also been speaking to its clients about the pandemic to identify the risks being faced across industry, regulators and the public sector and has developed a list of key
areas of focus where organisations consider that they are exposed to issues related to Covid-19.  These emerging areas are categorised below:

Regulated community

· Regulators finding the build-up of a backlog of enforcement and investigations work because being limited by social distancing and travel restrictions, coupled with
an increase in complaints and incidents that will need investigation and follow up

· Regulated professions having to respond directly to the crisis – limiting their ability to keep up with normal ‘paperwork’ – continued practice, CPD, etc

· Health professions that are largely self-employed having no income and prospects of insolvency of practices – leading to longer term viability or cash flow issues for
professionals

· NHS and related healthcare workers deciding to change career or withdraw or retire from their profession early

· Operation of fitness to practise hearings and social distancing impact on throughput, and related health and safety risks

Internal Controls and Security

· IT security, IT system reliability, cyber-attacks and cyber fraud

· Fraud scams in financial services advice generally

· Internal financial controls during lockdown and reduced staff numbers has also been observed
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Economic

· General impact of a long term risk to government expenditure and the impact of recession on businesses

Risk appetite

· Fast decision-making and the risk of decision being made without the usual diligence or approval processes

· A stretch to organisation’s risk appetite which relates to decision making but also includes simply taking more risk with limited funds.  Such risks include allowing a
heightened risk to the propriety of expenditure and fraud, softer enforcement of debt collection and the delivery of goods and services from suppliers, or greater
tolerance when considering increases of programme spend relative to the original budgets

Staff

· Impacts of working from home and reduced social contact for staff health, safety and well-being, driven also by job uncertainty

· Restrictions on recruitment but increase in staff absences

Financial & general performance

· Uncertainty on income streams

· Slowing down of projects

· Dislocation of the ability to achieve performance targets – whether for individual staff, the organisation and by regulators or funders
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2. The Four ‘R’s
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Freedom of Information
Disclaimer

In the event you are required to disclose any information contained in this report by
virtue of the Freedom of Information Act 2000 (“the Act”), you must notify BDO LLP
promptly prior to any disclosure. You agree to pay due regard to any representations
which BDO LLP makes in connection with such disclosure and you shall apply any
relevant exemptions which may exist under the Act. If, following consultation with BDO
LLP, you disclose this report in whole or in part, you shall ensure that any disclaimer
which BDO LLP has included, or may subsequently wish to include, is reproduced in full
in any copies.
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