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DEVELOPING YOUR AUDIT AND
ASSURANCE POLICY

GOVERNMENT PROPOSAL

“To introduce a statutory requirement on public interest
entities to publish an annual Audit and Assurance Policy
that describes the company’s approach to seeking
assurance of its reported information over the next three
years. In the case of quoted public listed entities, the
Policy would be subject to an advisory shareholder vote

at the time of its publication.”

The government has suggested that the Audit and Assurance Policy will be required initially by Premium Listed companies,
before being extended to other public interest entities two years later. As a minimum, the Audit and Assurance Policy is

expected to include:

POLICY
AREA

Independent

assurance

Internal
audit and
assurance

External
audit

Stakeholder
engagement

SPECIFIC
DISCLOSURES

» Effectiveness

over internal
controls
(UK SOX)

» Resilience

statement
and other risk
disclosures.

The Government
has proposed
that routine
consideration
should be given

for possible
additional
assurance in this
area for every
new Audit and
Assurance Policy

Internal audit
and assurance
capability.

External

audit services.

Shareholder
engagement

Employee
engagement.
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Resilience statement
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IMPLICATIONS FOR COMPANIES
Your approach to risk and assurance will be disclosed

in more detail and, for quoted entities, subject to an
advisory vote at the AGM. Shareholders and other
stakeholders are more likely to engage and analysts
more likely to comment, leading to increased scrutiny.

What control framework or benchmark has been adopted e.g. COSO?
What operating model has been adopted / will be implemented

Establish principles to determine assurance required, including external assurance
and the factors considered in determining the level of assurance obtained (e.g.
number of IT systems, acquisitions, errors, culture, strength of internal assurance
functions) and stakeholder reporting requirements

Reporting to be included in the Annual Report
Approach to deficiency classification and to remediation.

Disclosure of any material uncertainties and assurance provided over mitigating
action taken

Assurance provided over reverse stress testing scenarios

Assurance provided over threats to: a) liquidity, solvency and business continuity in
response to disruptive events, b) supply chain resilience and other business
dependencies e.g. particular products, markets and services, c) digital security risks,
d) business investment needs, e) sustainability of the company dividend, f) climate
change risk including impact of climate change on the company’s business model,
and g) any other matters specific to individual companies e.g. system
implementations, transformations, competitor action / emergence.

How are judgements and conclusions in the Annual Report challenged and verified?
How will 2nd and 3rd line capability be strengthened over the next three years?
Explain why additional assurance is required and why a particular firm was engaged.

Approach to tendering and running an effective tender
Non-audit services provided by the external auditor. 4

How / when are stakeholders engaged?
What does effective engagement look like?

Will KPIs and APMs be challenged and additional assurance sought? Consider
remuneration, climate measures, employee satisfaction etc.
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DEVELOPING YOUR AUDIT
AND ASSURANCE POLICY

CREATING VALUE AND DRIVING EFFICIENCY ACROSS YOUR RISK LANDSCAPE

Single risk lens to provide the Board with a consistent
INTEGRATED RISK APPROACH view. Allows effort to be applied proportionately and
consistently rather than in silos.

Establish principles and guidelines for all risk domains.
Define reporting requirements, use of technology and
identify key risks including those in the resilience

statement and financial reporting risks. Align risk

Explain how ‘material’ controls are identified and
monitored to ensure consistency and drive focus
on ‘what matters the most’.

Map risks across all risk domains in a single risk and
FINANCIAL control matrix. This will avoid risk duplication and
CONTROLS reduce assurance efforts through achieving a ‘one

to many’ mapping for controls

1
Example risk domains

Consider existing assurance functions and enhance
your operating model to monitor risk, use technology
2ND AND 3RD LINE ASSURANCE consistently and deploy people in ways that achieve
genuine insight and value to support the businesses
strategic objectives.
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INITIAL STEPS TO CONSIDER

Policy ownership - the Audit Committee should own the Identify stakeholders and consider how
policy but who will help develop / maintain it? you will engage with them

What will you include in your resilience statement? What are the key threats facing the organisation?

What other mformahon in the Annual } Where will youlpublishithe policy?
Report requires assurance?

Do youl haye alconsistent view of risk? Do you have risks / controls mapped across
. all significant risk domains?

Is current assurance sufficient? } DTS o T N I ST
: to the Board and Audit Committee

HOW BDO CAN HELP

Utilising our extensive risk management experience, we can help clients with:

@ Policy development and creation including O Enhance the development of your risk operating
stakeholder engagement. / model to deliver your Policy goals.

and controls. all risk domains.

Identify efficiencies and eliminate duplication

EOE Run risk workshops to identify material risks @ Build risk documentation consistently across
A in your risk process.

KEY CONTACT

MICHAEL STALLARD
Partner, BDO Leeds

+44 (0)7990 638 298
michael.stallard@bdo.co.uk
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This publication has been carefully prepared, but it has been
written in general terms and should be seen as containing broad
statements only. This publication should not be used or relied
upon to cover specific situations and you should not act, or refrain
from acting, upon the information contained in this publication
without obtaining specific professional advice. Please contact BDO
LLP to discuss these matters in the context of your particular
circumstances. BDO LLP, its partners, employees and agents do
not accept or assume any responsibility or duty of care in respect
of any use of or reliance on this publication, and will deny any
liability for any loss arising from any action taken or not taken

or decision made by anyone in reliance on this publication or

any part of it. Any use of this publication or reliance on it for any
purpose or in any context is therefore at your own risk, without
any right of recourse against BDO LLP or any of its partners,
employees or agents.

BDO LLP, a UK limited liability partnership registered in England
and Wales under number 0C305127, is a member of BDO
International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent
member firms. A list of members' names is open to inspection at
our registered office, 55 Baker Street, London W1U 7EU. BDO LLP
is authorised and regulated by the Financial Conduct Authority
to conduct investment business.

BDO is the brand name of the BDO network and for each of the
BDO member firms.

BDO Northern Ireland, a partnership formed in and under the laws
of Northern Ireland, is licensed to operate within the
international BDO network of independent member firms.

Copyright © September 2021 BDO LLP. All rights reserved.
Published in the UK.

www.bdo.co.uk
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