SETTING ARC Jan 14 Al 00
R' S VETERINARY
STANDARDS

Audit & Risk Committee meeting

Agenda for the meeting to be held on Thursday, 30 January 2014 at 11:00 am at Langford Veterinary
Services, Bristol

1. Apologies for absence

2. Declarations of interest

3. Minutes of the meeting on 14 November 2013 Attached / Unclassified
4. 2013 Audit:
a. Internal audit Attached / Unclassified

b. External audit (auditors to join meeting by video conferencing)

5. Future items for discussion:

a. Risk Register — April 2014

b. Terms of reference — April 2014
Annual Committee report to Council — April 2014 (June Council) or July 2014 (November
Council)

6. Any other business
a. Future meeting dates: July and October 2014
7. Date of next meetings: Friday, 25 April 2014, 09:30 am — 12:30 pm
Wednesday, 30 July 2014, 09:30 am — 12:30 pm (tbc)

Wednesday, 8 October 2014, 14:00 pm — 17:00 pm (tbc)
Wednesday, 17 December 2014, 09:30 — 12:30 pm

Members: In Attendance:

Ms E Butler Chair Mr G A Hockey Registrar*

Mr R Davis Ms C McCann Head of Operations
Mrs L V Hill Mr N Stace CEO

Mr D Hughes* Dr B P Viner Treasurer

Ms J Rutherford Mrs D Wiggins Secretary*

*Absent
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SETTING
R VETERINARY
STANDARDS

Audit and Risk Committee

Minutes of the meeting held on 14 November 2013 at 09:30 am at the RCVS,
Belgravia House, 62-64 Horseferry Road, London SW1P 2AF

Members: In Attendance:

Ms E Butler Chair Mr G A Hockey Registrar

Mr R Davis* Ms C McCann Head of Operations
Mrs L V Hill Mr N Stace CEO

Mr D Hughes* Dr B P Viner Treasurer

Ms J Rutherford Mrs D Wiggins Secretary

* Absent

Apologies for absence
1. Apologies for absence were received from Mr R Davis and Mr D Hughes.

Declarations of interest
2. No declarations of interest were received.

Minutes of the meeting on 22 July 2013
3. It was commented that there was a big gap between meetings — this was because the meeting

scheduled for September 2013 had been cancelled. It was suggested that the November 2014
meeting be brought forward to October in order to have staging points for the auditor’s planning

meeting.
Action: DW

4. The minutes of the last meeting were accepted as a true record.

Matters arising
Approval of external auditors
5. At the Council meeting held on 12 September 2013, Council appointed new external auditors —

Deloitte.

6. The Committee noted that the first planning meeting held with Deloitte had gone well, but were
disappointed that the planning letter was yet to be received. It was agreed this should be chased.
The Committee agreed to keep the appointment under review.

Action: HoOps
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Planning for annual accounts and layout

7.

The Head of Operations reminded the Committee that it had agreed the best format for the
annual accounts would be the charity SORP as it provided a standard format with enough
flexibility for additional information to be added if required — it was very clear, transparent, fitted in

with RCVS Disciplinary Committee requirements, and the 'trustee' report, in this case the Council
report — was much more detailed. This format was noted to be most suitable for a regulator and

was in use by other regulators.

There was discussion about how the RCVS might wish to streamline the Annual Report and
RCVS Facts into one document and how the annual accounts could be used. Concern was
expressed that useful data should be retained for the benefit of the profession.

Action: CEO

Risk Register

9.

10.

11.

The Registrar updated Committee on the outcome of the afternoon session of the Council
meeting held on 7 November 2013. The purpose of the session had been to achieve Council
buy-in and reach a consensus on the corporate Risk Register. Key aspects of the discussion
were:

e the risks identified while useful to the Senior Team and the Operational Board, were too
detailed and operational for Council, for which only the strategic risks should be identified;

e as anticipated, Council had a greater awareness of external risks, in the UK and overseas;

e the risk scoring could be reviewed and whether the gross risk could be omitted; also that a
catastrophic risk occurred only if the College might as a result have its statutory function
removed.

The CEO re-iterated the positive processes undertaken and highlighted:

e the need to go through the strategic plan to pick up issues to have opportunities to create
income;

e Council wished to identify 3 — 4 mega risks that members and staff would lose sleep about i.e.

- loss of regulatory powers
- loss of confidence
- fraud and financial sustainability

The Committee was pleased to note the level of discussion the paper generated and the idea of
having a pyramid for strategic risks was approved; and with Council engagement in the process.
The Committee commented that an understanding of gross risk is important within the risk
register. It was confirmed that Council will review the risk register in March next year.

Action: CEO
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12. Relating to Annex B of the paper, ‘RCVS Corporate Risk Register (Draft August 2013) the

Committee commented:

Risk # 7:

7a was an example where ARC was given as a control, but the ARC had not seen the
RCVS’s budget as part of its remit and, in any case, were not in a position to offer assurance,

which would be provided more appropriately by the Operational Board;

7b was queried whether it should be in the ‘further action’ column and that the Committee

oversees the financial controls and is not/does not apply the control.

Financial Controls

13. The Head of Finance and the Registrar introduced the financial controls and confirmed that much
followed what was already current practice, but the document recorded control, providing clarity
and certainty of the requirements for commitment to expenditure and authorisation and payment
of invoices; the Treasurer role was clarified within the document. It was noted that the delegation
scheme from Council would need to be revised to match the controls listed.

14.

15.

During discussion it was noted:

that the controls relating to salaries related to the decision-makers rather than the process by
which the salary was considered and any bonus agreed, which included benchmarking and
input from department managers;

the role of Treasurer was key: should a Treasurer be laissez-faire about the role, whilst there
was an internal reporting system, there could become gaps if these spot checks/controls are
not carried out. It was agreed that the Committee will be provided with a list of checks - in
effect the internal audit - carried out by the Treasurer.

The Committee noted the RCVS response to the McKelvey Report (that had been provided to the
Chairman before the RCVS Council meeting in November), which confirmed that largely the
recommendations had been implemented and the ARC could now regard this issue as closed.

Action: HoOps

Future items for discussion

16. Internal audit — January 2014. Noted

Terms of reference — March 2014. Noted [This will move to April 2014, see minutes below.]

Any Other Business
17. There was no other business.
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Dates of next meetings
January 2014 - Bristol
18. The current date set was Wednesday, 29 January 2014. Committee was to check diaries to
consider Thursday, 30 January 2014 as a second potential date. If no consensus could be
reached then the original date (Wednesday) would be confirmed.
Action: DW / Committee

19. Video conferencing should be available at the meeting in order to invite the Auditors to join the
meeting from their offices.
Action: DW / HoOps

20. Once the date is confirmed, travel will be arranged to/from London for Committee members to
travel together. [Committee will make its own arrangements to reach London.]
Action: DW

21. Suggested timings (to be confirmed) were:

Arrive mid-morning

1% hr meeting

Lunch

1% hr tour — equine/large animal/small animal facilities

Late pm, return to London

March and May 2014 - cancelled
22. It was reported that there were meetings set in March and May 2014. However, there needed to
be a meeting after 16 April in order to present the audit papers for Council in June —the

scheduled May meeting was too late.

23. It was agreed to cancel the meetings scheduled for Wednesday, 26 March and 28 May 2014 and
combine them into one new meeting in April. Provisional dates were: Wednesday, 23 April or
Friday, 25 April 2014; Committee was to check their diaries for their availability. It was noted that
the meeting will be held at the College Flat as Disciplinary Committee was sitting that week.

Action: DW / Committee

Dawn Wiggins
Secretary, ARC
020 7202 0737

d.wiggins@rcvs.org.uk
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SETTING
VETERINARY
STANDARDS

Meeting Audit and Risk Committee

Date 30 January 2014

Title Internal Audit

Classification None

Summary To outline the objectives and propose the approach to be
adopted

Decisions required By the Committee:

To agree the way forward

Attachments Annex A: Draft Internal Audit Plan

Author Corrie L McCann
Head of Operations
020 7202 0724
c.mccann@rcvs.org.uk




Background

1.

Internal audit provides independent assurance that an organisations risk management,
governance, and internal control processes are operating effectively. It looks beyond financial
risks and statements and considers wider issues such as the organisations reputation, growth and
could include the environment and how employees are treated. The work will provide assurance,
when systems are working well and recommendations to help improve systems and processes
where necessary.

Under the terms of reference for the role of the Audit and Risk Committee it shall:
a. Ensure that there is an effective internal audit function that complies with any applicable
standards and provides appropriate independent assurance to the Council, Audit and Risk

Committee, and Chief Executive and Registrar;

b. Consider the appointment of the internal auditors, the cost of the service and any questions of
resignation or dismissal and make appropriate recommendations to the Council;

c. Ensure that the Manager of Human Resources makes adequate resource available to the
internal audit function;

d. Review the internal audit strategy, operational plan and work programme;

e. Consider the major findings of internal audit work, and management’s response;

f. Ensure co-ordination between the internal and external auditors;

g- Annually review of the effectiveness of internal audit.

Our approach

3.

We will adopt a risk based internal audit programme. Focusing on three main areas:

e High risk / impact
e Compliance with protocols /internal controls and external regulations
e Corporate governance

The reviews should also ensure compliance with best practice, consider efficiency and
effectiveness and that processes represent value for money.

It is proposed to have a three year plan covering the areas identified in the Risk Register and
further areas specifically identified for review.

It is proposed that the work is carried out by external consultants or in some cases by another
College department.
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7. A proposed schedule of work for the next three years is attached at Annex A. It does not include
cost estimates for consultant’s time or internal resources required.
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Number

Risk Category

Risk

1 Governance RCVS lacks appropriate direction, strategy and
forward planning.

2 Governance RCVS lacks effective governance

3 Operational Failure to meet statutory, Charter and
regulatory requirements

Governance / Operational |Staff lack relevant skills or commitment
4
5 Operational Premises, facilities and IT inadequate, including

the loss of private or confidential data




Operational / Financial

Inefficiencies or failures in collection of
registration fees for vets and VNs

Financial

Failure of budgetary and financial controls

Compliance

Failure to comply with external legislation

External factors

Adverse publicity affecting reputation and
stakeholder perception




Risk Description

a) RCVS fails to follow best regulatory practice

b) activities outwith legislation and Charter

¢) insufficient funds available to implement strategy

a) lack of oversight by Council

b) Council or committee members do not have the appropriate skills mix

¢) poor decision-making or uncontrolled commitment to expenditure,
particularly independent PIC and DC

d) inappropriate conduct by Council members

a) failure to apply appropriate accreditation criteria consistently or comply
with Ofqual rules

b) register inappropriate people

c) failure to have and apply a fair and timely complaints and disciplinary
procedure

d) failure to give appropriate advice

e) failure to comply with the Act, byelaws or rules/ lose a judicial review

a) inappropriate staff recruited or retained

b) loss of key staff and associated corporate knowledge

¢) poor decision-making and engagement

d) misconduct by staff

loss, theft or damage

building not in good repair or facilities out of date

inadequate IT systems (do we need a control here?)

loss of key functions due to inadequate disaster recovery plan

loss or corruption of RCVS data by RCVS or third-parties




failure of IT contractors

failure of website

a)

failure to collect fee or record data accurately

b)

failure to process fees in a timely manner

a)

budget does not match key objectives and priorities

b)

decisions made on inaccurate financial data, projections or reporting

c)

poor cash flow and treasury management

d)

poor financial controls with overspends

loss though poor investment

f)

fraud

Failure relating to:

a) health & safety

b) freedom of Information

c) data protection

d) equality and diversity

e) claims for injury, stress, harassment, unfair dismissal

a) loss of confidence leads to removal of regulatory powers

b) poor reaction to external events and RCVS initiatives

c) poor comms with stake- holders leading to reduced confidence
d) controversial PIC and DC decisions and Privy Council appeals

e)

loss of international influence




Year 1

Year 2

Review the changes arising from the First
Rate Regulator review and teh new Charter

An initial review of governance and delegations.

Review Registration process

Review recruitment process




Revewi collection process

Review implementation and effectiveness of
new financial controls

Review process for dealing with requests

Review systems in place

Review systems in place

Review complaints handling procedures




Year 3

Review the implementation and impact of
chagnes to committee structire

Revew new datasbe implementation




Review systems in place
















Year 3




From: Corrie McCann

To: Dawn Wiggins

Subject: FW: Emailing: RCVS draft audit plan 150114, Briefing_on_audit_matters_-_RCVS final
Date: 16 January 2014 16:21:23

Attachments: RCVS draft audit plan 150114.pdf

Briefing on audit matters - RCVS final.pdf

Corrie L McCann

Head of Operations

Royal College of Veterinary Surgeons
Belgravia House

62-64 Horseferry Road

London

SWI1P 2AF

T 020 7202 0724

F 020 7222 2004

WWW.rcvs.org.uk

Follow us on Twitter! www.twitter.com/rcvs_uk
Do you receive RCVS e-News? Visit www.rcvs.org.uk to sign up

----- Original Message-----

From: Loan, Nikki (UK - London) [mailto:nloan@deloitte.co.uk]

Sent: 15 January 2014 13:22

To: Corrie McCann

Subject: Emailing: RCVS draft audit plan 150114, Briefing_on_audit_matters_- RCVS final

Corrie

Please find attached a draft audit plan and a briefing document that sites alongside it. 1 will get the schedules
list to you this evening | hope. | can also process any changes you have either this evening or tomorrow
morning to turn it around quickly. | appreciate your time to read and digest if you have any questions | will
be on my mobile this afternoon as | will be moving between meetings (07946 516657) and my office number
tomorrow (02073034810).

Your message is ready to be sent with the following file or link attachments:

RCVS draft audit plan 150114
Briefing_on_audit_matters_- RCVS final

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving certain types of
file attachments. Check your e-mail security settings to determine how attachments are handled.

IMPORTANT NOTICE

This communication is from Deloitte LLP, a limited liability partnership registered in England and Wales with
registered number OC303675. Its registered office is 2, New Street Square, London EC4A 3BZ, United
Kingdom. Deloitte LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu Limited (“DTTL"),
a UK private company limited by guarantee, whose member firms are legally separate and independent entities.
Please see www.deloitte.co.uk/about for a detailed description of the legal structure of DTTL and its member
firms.

This communication contains information which is confidential and may also be privileged. It is for the
exclusive use of the intended recipient(s). If you are not the intended recipient(s), please (1) notify


mailto:/O=RCVS/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/CN=CORRIE
mailto:d.wiggins@rcvs.org.uk
mailto:nloan@deloitte.co.uk

Deloitte

Planning Report to the Audit and Risk Committee
of the Royal College of Veterinary Surgeons for the
year ending 31 December 2013
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Planning report

Our audit planning document
communicates our 2013
audit plan. It has been
discussed with management
and is presented for
discussion and approval by
the Audit and Risk
Committee.

Delivering informed challenge Providing intelligent insight

Royal College of
Veterinary
Surgeons

Growing stakeholder confidence Building trust in the profession

© 2014 Deloitte LLP. Private and confidential.





The big picture





The big picture

Revenue (£ million)

FY13 — 8.9 (forecast)
FY12 — 9.2

Key developments in the year for RCVS

» Consideration of the format of accounts and accounting framework

 Management of contingencies and reserves

/ Materiality £000 O\;

RCVS 2013 %

Surplus (before Unrestricted
development reserves (Em)
budget) (Em)

Reporting threshold 8

Effect on our audit scope

Materiality 161 + Our preliminary assessment of materiality will be reviewed during
the audit visit.

0 50 100 150 200 e There is no change in our audit scope from our proposal.
k mRCVS 2013 /

3 Planning report © 2014 Deloitte LLP. Private and confidential.






The big picture

DEVELOPMENTS IN IMPACT ON AUDIT
YOUR BUSINESS IMPACT ON OUR AUDIT RISK

4

Form and content
of accounts

Completeness and
cut-off of income

Reserves

VAT recovery

Planning report

As a Royal College, which is neither a charity nor a registered company, RCVS has not been required to
prepare its financial statements in accordance with company legislation”or the Charities Statement of
Recommended Practice (2005). The form and content of its financial statements has therefore been driven

F he RCVS’s members.

~

\
4

Significant risk

RCVS current derives income from a number of so cebn gnificantly members, but also from
tandards require us to presume that there is a

J/

\

Significant risk

J

4 N ( )
RCVS holds a number of funds includjng a contingency reserve. As a new client we will work with
management to understand th held and their uses to ensure funds are held in the right ‘pot’ and Significant risk
the reserves policy is appropriate sclosed

. J L J

RCVS operates a defined benefit pension scheme. There is a risk that the pension reserve and related
disclosures are inappropriately valued or disclosed in the financial statements.

Significant risk

RCVS has both income and expenditure which is outside the scope of VAT and recovers VAT under a partial
exemption arrangement with HMRC.

Normal risk

© 2014 Deloitte LLP. Private and confidential.





Our audit quality promise





. . . ¢
Our audit quality promise !'L'

Our new quality standard promis

To ensure that best practice behaviours are embedded within our audit we will establish our Audit Quality Promise, a written document
created through discussion with you, which focuses on our audit quality commitments to all stakeholders. It will include:

Our vision for the audit: Feedback on prior year audit and
actions agreed to achieve

continuous improvement >

Communication strategy for all
key stakeholders

» A 3-5 year vision of how the audit
will evolve in line with your
business

* Includes details of meeting
frequency, meeting attendees
and content

» This will be based upon some
form of assessments on an

Covers scope, extended
assurance, data analytics
roadmap, insight plan and team

agreed frequency.

Commitments from both sides as Summary of agreed detailed
to how we will work together at < insight plan
all levels :

Appendix

» Forward looking calendar of
relevant Deloitte events and
publications

» Areas include sector and
industry issues, systems and
processes, technical and
regulatory updates, analytics and

e The Council

* Senior management

 Finance team

KPIs, audit risk areas and
governance & controls

During our audit we will seek discussions with management and we will seek your input at the Audit Committee meeting in June and
issue the report for the following meeting.

6 Planning report © 2014 Deloitte LLP. Private and confidential.
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Scope of work and approach
Approach to controlstesting

As set out in "Briefing on audit matters" circulated to you with this report, our risk assessment procedures will include obtaining an
understanding of controls considered to be ‘relevant to the audit’. This involves evaluating the design of the controls and determining
whether they have been implemented (“D & I").

The results of our work in obtaining an understanding of controls and any suibsequent testing of the operational effectiveness of
controls will be collated and the impact on the extent of substantive audit testing required will be considered.

Design and perform

Obtain an a combination of
understanding of Carry out ‘design If considered substantive
the entity and its Identify risks and and necessary, test the analytical

environment any controls that implementation’ operating procedures and
including the address those risks work on relevant effectiveness of tests of details that
identification of controls selected controls are most

relevant controls responsive to the

assessed risks

8 Planning report © 2014 Deloitte LLP. Private and confidential.





Significant audit risks





Significant audit risks

Based upon our initial assessment and following discussion with management, we will concentrate specific effort on the significant
audit risks set out below.

We have plotted the key audit risks to show where w e believe there is highest level of judgementandi  mpact on the
financial statements.

Y. Form and content of the financial statements

2./ Completeness and cut-off of income and
expenditure

3./ Reserves
4. Defined benefit pension scheme disclosures
5. Management override of controls

Impact

//—\
/
Deloitte view
We will work with management to assess these risks during our audit
process and report back to you in our final report.
Judgement

10 Planning report © 2014 Deloitte LLP. Private and confidential.





1. Form and content of financial statements

Key facts and assumptions to be considered by the

Nature of risk s _
Council in making the assessment

As a Royal College, which is neither a charity not a registered company, the
RCVS has not been required to prepare its financial statements in
accordance with company legislation or the Charities Statement of
Recommended Practice (2005). The form and content of its financial
statements has therefore been driven by the United Kingdom Generally
Accepted Accounting Practice (UK GAAP) and the RCVS'’s members.

RCVS are currently deciding whether to adopt a new framework.

The key judgement area, its potential impact on the

financial statements and our audit challenge

disclosures. Deloitte view

Given that from 1 January 2015 (comparative period starting 1 January
2014), RCVS will have to apply FRS 102 and a new accounting
framework, this is a good time to consider a more formal, recognised,

framework for its accounts preparation and presentation.
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2. Revenue Recognition

Deloitte view

Nature of risk

The Auditing Standards require us to presume that there is a risk of fraud in revenue The recognition policies appear reasonably in line with

recognition and our testing has to address this. current UK GAAP and we will test their application
during the audit fieldwork.

RCVS current derives income from a number of sources, most significantly members, but

also from veterinary nursing and as an awarding body.

The key judgement area(s), potential impact on the  financial statements and our planned audit challeng e

We will document our understanding of your income streams and classes of e
We will gain an understanding of the procedures that you use to achieve contro
design and implementation of key controls in these areas.

xpenditure ' discussion with members of staff and review of management accounts.
Vber apture, processing and disclosure of these income streams and test the

7 -
6 -
5 -
e 4
A 3 Other audit work planned to address the significant risk
2 -
1 = expected 2013 We will update our understanding of the design and implementation of controls over the capture,
2012 processing and disclosure of voluntary income streams and assess the application of RCVS's income
0 - . recognition policy.
%
‘Qe} (:O\(\QQO& ‘0@ . . . . X .
ENPNIEN We will perform detailed testing on the completeness and cut-off of income, particularly fees and their
@@ R Q}@ apportionment.
© &
O(Q\Q’ X\ OQ% We will perform substantive analytical procedures or tests of detail over the various income streams
& < as considered most effective.

12 Planning report © 2014 Deloitte LLP. Private and confidential.





3. Reserves

N 6 ek Key fa(_:ts and_ass_umptions to be considered by the
Board in considering reserves

Reserves include the accumulated fund (working capital and other) and We will revié
disciplinary and contingency reserves. We will work with management to

. . o manager
understand the reserves held and their uses, particularly in light of the reser
accounting framework chosen. '

the policy and intentions of the Council in their policy and
of the reserves. We will review the disclosure made of the

_ _ Deloitte view
m working capital
We will consider the calculation of the reserves

disciplinary balances in accordance with the policy and
contingency

benchmark this against other reserve policies.

m other

13 Planning report © 2014 Deloitte LLP. Private and confidential.





4. Defined benefit pension scheme disclosures

Nature of risk

Other audit work planned to address the significant risk

RCVS operates a defined benefit provision for one current employee in the
Executive Pension plan. There is a risk that the pension reserve required and We will do
related disclosures are inappropriately valued and disclosed in the financial
statements.

nent our understanding of your procedures to value the
ity and your processes to record changes in assumptions

e impact of any funding commitments made.

The key judgement area, its potential impact on the Deloitte view

financial statements and our audit challenge We will review the pension provision made to consider whether this

With the involvement of our investment and pension specialists, we accounting treatment is appropriate and in line with the requirements of
assess the valuation of the defined benefit scheme’s assets and FRS17.

assumptions used in the actuarial valuation of the scheme’s liabili /
also review pension disclosures for compliance with FRS ]

14 Planning report © 2014 Deloitte LLP. Private and confidential.





5. Management override of controls

Nature of risk

We are required by ISA 240 to design and perform audit procedures to respond to the risk of management override
of controls.

Deloitte view

We will assess whether the control
environment and level of oversight
is appropriate for the size and

e L ] ; __ ’ y complexity of the College.
The significant risk in relation to management over ride, its impact on the financial

statements and our planned audit challenge

Our audit procedures will include:

* having understood and evaluated the financial reporting process and the con

last year’s financial statements; and

e obtaining an understanding of the business rationale % ant transactions that we become aware of that are
outside the normal course of business or that otherwise appear to be unusual given our understanding of the
Group and its environment.

Other audit work planned to address the significant risk

We will review the controls and processes put in place as a result of the new system and consider their impact.

15 Planning report © 2014 Deloitte LLP. Private and confidential.





Other accounting judgements

Other accounting judgments which have not currently been identified as audit risks are as
follows

VAT recovery

 RCVS has both income and expenditure which is outside
the scope of VAT and recovers VAT under a patrtial
exemption arrangement with HMRC. We will ensure that
proper focus is made in respect of this area as part of our
audit, through understanding the different VAT treatments
of the RCVS'’s activities and testing the design and

implementation of key controls relating to VAT.

16 Planning report © 2014 Deloitte LLP. Private and confidential.
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Purpose of our report and responsibility statement

What we report

Our report is designed to establish our respective responsibilities in relation
to the financial statement audit, to agree our audit plan and to take the
opportunity to ask you questions at the planning stage of our audit. Our
report includes:

e Our audit plan, including key audit judgements and the planned scope
and timing of our audit; and

« Key regulatory and governance updates, relevant to you.

What we don't report

« As you will be aware, our audit is not designed to identify all matters that
may be relevant to the board.

ill be further information you need to discharge your
ponsibilities, such as matters reported on by

nal report should not be taken as comprehensive or as an opinion
ectiveness since they will be based solely on the audit procedures

procedures performed in fulfilling our audit plan.

Other relevant communications O

e This report should be read alongside the supplementary “Briefing.on
audit matters” circulated to you with this planning repg

e Our Audit Quality Promise will be developed with you

« We will update you if there are any significant changes t audit plan.

We welcome the opportunity to discuss our report with you and receive your
feedback.

Deloitte LLP

Chartered Accountants

London

15 January 2014

This report has been prepared for the Council, as a body, and we therefore accept responsibility to you alone for its contents. We accept no duty, responsibility
or liability to any other parties, since this report has not been prepared, and is not intended, for any other purpose. Except where required by law or regulation, it
should not be made available to any other parties without our prior written consent.

18 Planning report
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Appendix 1: Independence and fees

As part of our obligations under International Standards on Auditing (UK & Ireland), we are required to report to you on the matters
listed below:

Independence We confirm we are independent of RCVS and will reconfirm our independence and objectivity to the Audit and

confirmation Risk Committee for the year ending 31 December 2013 in our final report to them.

Fees Details of the non-audit services fees proposed fort pe%qp}ve been presented separately in the table
overleaf.

Non-audit In our opinion there are no inconsistencies betvv\ee\r;&B Revised Ethical Standards for Auditors and the

services company’s policy for the supply of non-audit servic r any apparent breach of that policy. We continue to

review our independence and ensure that amor'te safeguards are in place including, but not limited to, the
rotation of senior partners and professional staff and the involvement of additional partners and professional

Relationships e provision of non-audit services which are covered above, we have

20 Planning report © 2014 Deloitte LLP. Private and confidential.





Appendix 1. Independence and fees (continued)

As part of our obligations under International Standards on Auditing (UK & Ireland) and the APB’s Ethical Standards we are required to
report to you on all relationships ( including the provision of non-audit services) between us and the audited entity:

Relationship / Service provided Threats to auditor i ndependence Safeguards in place

Structure review Self-interest Fee less than audit fee

The professional fees earned by Deloitte in the period from appointmentto’31 December 2013 are as follows:

£

Audit of RCVS 20,000
Other non-audit services (structure review) 5,000
Total fees 25,000
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Appendix 2: Fraud: responsibilities and representations

22

Characteristics

Responsibilities

Planning report

(.

.

Misstatements in the financial statements can arise from either fraud or error. The distinguishing factor between
fraud and error is whether the underlying action that results in the misstatement of the financial statements is
intentional or unintentional.

Two types of intentional misstatements are relevan s auditors — misstatements resulting from fraudulent
financial reporting and misstatements resulting fr isappropriation of assets.

\

Your responsibilities

Our responsibilities

The primary responsibility for the

» We are required to obtain representations from your
management regarding internal controls, assessment
of risk and any known or suspected fraud or
misstatement.

» As auditors, we obtain reasonable, but not absolute,
assurance that the financial statements as a whole are
free from material misstatement, whether caused by
fraud or error.

» As set out above we have identified the risk of fraud in
revenue recognition and management override of
controls as a key audit risk for your organisation.

and compli
regulations.
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Appendix 2. Fraud: responsibilities and representations (continued)

We will make the following inquiries regarding fraud:

Management Those charged with governance

Managements assessment of the risk that the financial statements may be materially misstatec
due to fraud including the nature, extent and frequency of such assessments

How those charged with governance exercise oversight of
anagements processes for identifying and responding to
. o . . . . e risks of fraud in the entity and the internal control that

Managements process for identifying and responding to the risks of fraud in the entity rfanagement has established to mitigate these risks
Managements communication, if any, to those charged with governance regarding its

for identifying and responding to the risks of fraud in the entity Whether those charged with governance have knowledge

of any actual, suspected or alleged fraud affecting the
Managements communication, if any, to employees regarding its views on bus sand = entity
ethical behaviour

Whether management has knowledge of any actual, suspected or alleged-frau
entity

We will request the following be stated in the r re@ti n letter signed on behalf of the Council:

K We acknowledge our responsibilities for the design, im\pT&r/entation and maintenance of internal control to prevent and detect fraud and error. \
* We have disclosed to you the results of our assessment of the risk that the financial statements may be materially misstated as a result of fraud.
« We are not aware of any fraud or suspected fraud that affects the entity or group and involves:

(i) management;

(i) employees who have significant roles in internal control; or

(i) others where the fraud could have a material effect on the financial statements.

¢ We have disclosed to you all information in relation to allegations of fraud, or suspected fraud, affecting the entity’s financial statements communicated by
K employees, former employees, analysts, regulators or others. /
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Appendix 3: Your audit team and timeline

We set out below our audit engagement team and timeline.

» Meetings with management to confirm risk
assessment and key judgmental accounting issues

» Audit plan presentation

Reza Motazedi « Perform substantive testing of results
Engagement Partner « Focus on significant risks
/w » Audit issues meetings with management

o
\/ £

4 A
» Presentation of the final audit report to Council
RELIER o Signing of the accounts
(May/June) ,
N
 Audit feedback
. Post
A reporting )
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Future developments





Appendix 4. Future developments

We welcome this opportunity to provide the Audit and Risk Committee with an update on governance and financial
reporting. We discuss the potential impact of FRS 102 and both strategic reports and the draft SORP and Charity
Commission guidance which may be of interest depending on the accounting framework adopted.

Regulatory developments (draft SORP and FRS 102)
Charity Commission guidance including public benefit

Strategic reports
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Regulatory update

FRS 102 will replace current UK GAAP and the charities SORP, should that be adopted has been updated to reflect these changes.
Below, we have highlighted some key changes from an initial assessment of the changes and the impact on RCVS. FRS 102 applies for
periods beginning on or after 1 January 2015 which means the opening balance sheet for December 2015 financial statements will be 1
January 2014. This means management will need to perform a detailed assessment and prepare an implementation plan in the near
future. SORP only items are identified {(SORP)’ and all other changes relate to all UK GAAP reporters.

Changes arising from FRS 102 and the draft SORP

Current
position

Impact on the RCVS

Council report (SORP)

The Council’s report will need to be more balanced,
with increased emphasis on public benefit, successes,
failures and lessons learned.

RCVS already provides a reasonably comprehensive

ort, however the descriptions and impact of public
benefit will require continual review, together with
ongoing assessment of a “balanced” view.

<

Larger charities will now need to disclose the principa
risks and uncertainties which they face and the plans
in place to mitigate those risks and uncertainties. Q

RCVS does not currently provide disclosures around
the principal risks and will need to consider both risks
and mitigation plans under both company or charity
frameworks.

Accounts presentation (SORP)

The draft SORP allows charities some flexibility over
how they describe their activities

RCVS may take the opportunity to review the
descriptions of activities and tailor the SOFA format
should they adopt that framework.

Accounts presentation

Gains and losses on investments will become part of
the income statement.

As RCVS has investments this would be a change
under both company and charity frameworks.

27 Planning report
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Regulatory update (continued)

Changes arising from FRS 102 and the draft SORP Impact on the RCVS

Income recognition

Income will need to be recognised when all of the RCVS income recognition policies will require review to
following criteria are met: identify any changes required from the changing
-Entitlement — control over the rights or other access tern
to the economic benefit has passed to the entity;
-Probable — it is more likely than not that the economic
benefits will flow to the entity; and

-Measurement — the monetary value or amount of the
income and the costs to complete the transactions
can be measured reliably.

This will be one of the most significant changes as
one of the income recognition criterion will move from
“virtually certain” to “probable”. This will mean that it
Is possible that some donated income should be
recognised at an earlier point in time where the
documentation of the promise that makes receip

more likely than not.

Income recognition (SORP)

Donations from individual related parties did not ‘ Any donations made by RCVS’s Council or other
previously and still will not require any disclosure. related parties will need to be disclosed in aggregate.
However, charities will need to provide an aggregate This may have implications for the processes of

disclosure of the total amount of such donations. correctly identifying these donations.
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Regulatory update (continued)

Changes arising from FRS 102 and the draft SORP Impact on the RCVS

Grants

RCVS will need to continue to review existing and
future” grants in detail to determine whether any
to be made to income recognition on

For government grants FRS 102 introduces an
accounting policy choice to either use the
performance model or the accrual model. The draft Y
SORP does not to permit the use of the accrual model ition.
even for government grants. The performance model

will require the grant to be recognised as soon as the

grant is received or receivable where there are no
performance-related conditions. v

Donated goods and services O
The draft SORP ) dul ‘ Should RCVS receive donations it will need to consider
e dra contains a separate core module for valuation on receipt.

‘Donated goods, facilities and services, includi @
volunteers’.
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Regulatory update (continued)

Changes arising from FRS 102 and the draft SORP Impact on the RCVS

Key management personnel

0 current impact and it is possible that this
may change following the consultation. RCVS
onsider the final guidance and the

aken by others in the charity sector should
ORP be adopted.

The total amount of employee benefit received by the ‘
charity’s key management personnel for their services

to the charity will be disclosed in bandings as

previously. The draft SORP also provides that

individuals’ salaries may be disclosed.

Holiday pay accrual v
Short term benefits, such as holiday pay which can be RCVS will need to consider the impact of the changes
carried over from one financial year to the next would O and any accrual required under either framework.

need to be recognised as a liability

Complex financial instruments

Complex financial instruments, such as derivative . _ _ _
which may historically have been off balance sheet, The impact will depending upon the investment strategy

will now come on balance sheet and be measured at of RCVS at the time of transition.
fair value through profit and loss. Limited hedge
accounting will be permitted.
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Regulatory update (continued)

Changes arising from FRS 102 and the draft SORP Impact on the Design Museum

Goodwill

Where the useful economic life for goodwill and The ¢
intangibles cannot be reliably estimated, amortisation ‘
will be calculated over no more than five years rather

than a 20 year maximum life in line with FRS 102

es currently have no impact on RCVS.

Multi-employer pension schemes

A charity that is accounting for its obligations under a \ The changes currently have no impact on RCVS.
defined benefit multi-employer plan as though it were

a defined contribution plan will also need to recognis
any liability to make payments to fund any defici
relating to past service benefits where it has en
into an agreement to make those payments.

The draft SORP will require a description of the extent
to which the charity can be liable to the plan for other
entities’ obligations; and an explanation of how any
liability arising from an agreement to fund the plan has
been determined.
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In September 2013, the Charity Commission issued their revised Public Benefit guidance in the form of a suite of documents — The public
benefit requirement; Public benefit: running a charity; and Public benefit: reporting.

In an overview, the Commission comment that the Charities Act says that charity trustees must ‘have regard’ to the Commission’s public benefit
guidance ‘when exercising any powers or duties to which the guidance is relevant’. The Charities (Accounts and Reports) Regulations 2008
requires charity trustees to confirm that they have done so in their Trustees’ Annual Report. ‘Having regard’ to our public benefit guidance
means charity trustees should be able to show that:

* they are aware of the guidance;
* they have taken it into account when making a decision to which the guidance is relevant; and

« if they have decided to depart from the guidance, they have good reasons-for-doing so.

In March 2013 the Charity Commission published an independent researchreport into “charities and social investment”. The research aimed to
explore the regulatory risks, challenges and opportunities facing charities and gain insight into the likely development of the social investment
market over the next 5 years.

The Charity Commission published guidance in January 2013 to “help trustees protect their charities from abuse for extremist purposes”. The
guide explains trustees’ duty to prevent their charity being used to promote extremist views and the toolkit also suggests steps trustees can take
to minimise risks associated with particular activities, such as organising public events and debates and circulating information. It is aimed at
charities hosting regular events involving external speakers and those with educational purposes that distribute material and information.

The Charity Commission has published a checklist in December 2012 for Trustee Boards entitled Big Board Talk - 15 questions Trustees need
to ask. The checklist is designed to be used as a template to help structure discussion or prompt agenda items at board meetings, away days
or planning meetings. The areas of focus are strategy, financial health, governance and making the best of resources.
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The Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 amend the Companies Act 2006 and the
regulations setting out the content of the directors’ report for charitable companies with effect from 30 September 2013.

Strategic Report

The existing Business Review within the Directors’ Report will be replaced by a separate Strategic Report. The Strategic Report is
broadly similar to the existing Business Review but includes requirements for-quoted companies to report on their business model,
human rights and diversity. Small companies will be exempt from the requirement to prepare a Strategic Report.

Directors’ Report
A handful of requirements have been removed from the Directors’ Report:. principal activities, creditors’ days and payment policy,
charitable donations.

Summary financial statements
The existing option to prepare summary financial statements is replaced by an option to prepare the Strategic Report and some
supplementary information.

Impact on the RCVS

Much of what was in the annual report will now form part of the strategic report rather than the directors’ report. The strategic report
and separate directors report will be required by companies for 2013/14. This would be required by RCVS companies act reporting
is followed.
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Briefing on audit matters

Published for those charged with governance

This document is intended to assist the Council to understand the major aspects of
our audit approach, including explaining the key concepts behind the Deloitte Audit
methodology including audit objectives and materiality.

Further, it describes the safeguards developed by Deloitte to counter threats to our
independence and objectivity.

This document will only be reissued if significant changes to any of those matters
highlighted above occur.

We will usually communicate our audit planning information and the findings from
the audit separately. Where we issue separate reports these should be read in
conjunction with this "Briefing on audit matters".

Primary audit objectives  We conduct our audit in accordance with International Standards on Auditing (UK &
Ireland) as adopted by the UK Financial Reporting Council (“FRC"). Our statutory
audit objectives are:

e to express an opinion in true and fair view terms to the members on the
financial statements;

e to express an opinion as to whether the accounts have been properly prepared
in accordance with the relevant financial reporting framework; and

e to express an opinion as to whether the Council’s report is consistent with the
financial statements.

Other reporting Our reporting objectives are to:

objectives e present significant reporting findings to the Council. This will highlight key

judgements, important accounting policies and estimates and the application of
new reporting requirements, as well as significant control observations; and

e provide timely and constructive letters of recommendation to management.
This will include key business process improvements and significant controls
weaknesses identified during our audit.

Materiality The concept of materiality is fundamental to the preparation of the financial
statements and the audit process and applies not only to monetary misstatements
but also to disclosure requirements and adherence to appropriate accounting
principles and statutory requirements.

Briefing on audit matters Published for those charged with governance October 2013 1





Materiality (cont’d) "Materiality" is defined in the International Accounting Standards Board's
"Framework for the Preparation and Presentation of Financial Statements" in the
following terms:

"Information is material if its omission or misstatement could influence the economic
decisions of users taken on the basis of the financial statements. Materiality
depends on the size of the item or error judged in the particular circumstances of its
omission or misstatement. Thus, materiality provides a threshold or cut-off point
rather than being a primary qualitative characteristic which information must have if
it is to be useful."

We determine materiality based on professional judgment in the context of our
knowledge of the audited entity, including consideration of factors such as
shareholder expectations, industry developments, financial stability and reporting
requirements for the financial statements.

We determine materiality to:
e determine the nature, timing and extent of audit procedures; and
e evaluate the effect of misstatements.

The extent of our procedures is not based on materiality alone but also local
considerations divisions of the entity, the quality of systems and controls in
preventing material misstatement in the financial statements, and the level at which
known and likely misstatements are tolerated by you in the preparation of the
financial statements.

Uncorrected In accordance with International Standards on Auditing (UK and Ireland) (“ISAs (UK

misstatements and Ireland)”) we will communicate to you all uncorrected misstatements (including
disclosure deficiencies) identified during our audit, other than those which we
believe are clearly trivial.

ISAs (UK and Ireland) do not place numeric limits on the meaning of ‘clearly trivial'.
The Audit Engagement Partner, management and the Council will agree an
appropriate limit for 'clearly trivial'. In our report we will report all individual identified
uncorrected misstatements in excess of this limit and other identified errors in
aggregate.

We will consider identified misstatements in qualitative as well as quantitative terms.

Audit methodology Our audit methodology takes into account the changing requirements of auditing
standards and adopts a risk based approach. We utilise technology in an efficient
way to provide maximum value to members and create value for management and
the Board whilst minimising a “box ticking” approach.

Our audit methodology is designed to give the Council and members the confidence
that they deserve.

For controls considered to be ‘relevant to the audit’ we evaluate the design of the
controls and determine whether they have been implemented (“D & 1”). The
controls that are determined to be relevant to the audit will include those:

e where we plan to obtain assurance through the testing of operating
effectiveness;

o relating to identified risks (including the risk of fraud in revenue recognition,
unless rebutted and the risk of management override of controls);
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Audit methodology
(continued)

Other requirements of
International Standards
on Auditing (UK and
Ireland)

where we consider we are unable to obtain sufficient audit assurance through
substantive procedures alone; and

to enable us to identify and assess the risks of material misstatement of the
financial statements and design and perform further audit procedures.

ISAs (UK and Ireland) require we communicate the following additional matters:

ISA (UK &

Ireland) Matter

ISQC 1 Quality control for firms that perform audits and review of financial statements,
and other assurance and related services engagements

240 The auditor’s responsibilities relating to fraud in an audit of financial statements

250 Consideration of laws and regulations in an audit of financial statements

265 Communicating deficiencies in internal control to those charged with governance
and management

450 Evaluation of misstatements identified during the audit

505 External confirmations

510 Initial audit engagements — opening balances

550 Related parties

560 Subsequent events

570 Going concern

600 Special considerations — audits of group financial statements (including the work
of component auditors)

705 Modifications to the opinion in the independent auditor’s report

706 Emphasis of matter paragraphs and other matter paragraphs in the independent
auditor’s report

710 Comparative information — corresponding figures and comparative financial
statements

720 Section A: The auditor’s responsibilities relating to other information in
documents containing audited financial statements

Important safeguards and procedures have been developed by Deloitte to counter threats or perceived threats to
our objectivity, which include the items set out below.

Safeguards and
procedures

Every opinion (not just statutory audit opinions) issued by Deloitte is subject to
technical review by a member of our independent Professional Standards
Review unit.

Where appropriate, review and challenge takes place of key decisions by the
Second Partner and by the Independent Review Partner, which goes beyond
ISAs (UK and Ireland), and ensures the objectivity of our judgement is
maintained.

We report annually to the Council our assessment of objectivity and
independence. This report includes a summary of non-audit services provided
together with fees receivable.

There is formal consideration and review of the appropriateness of continuing
the audit engagement before accepting reappointment.

Periodic rotation takes place of the audit engagement partner, the independent
review partner and key partners involved in the audit in accordance with our
policies and professional and regulatory requirements.

In accordance with the Ethical Standards issued by the Auditing Practices Board
(APB), there is an assessment of the level of threat to objectivity and potential
safeguards to combat these threats prior to acceptance of any non-audit
engagement. This would include particular focus on threats arising from self-
interest, self-review, management, advocacy, over-familiarity and intimidation.
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Safeguards and
procedures (cont’d)

Independence policies

Remuneration and
evaluation policies

APB Ethical Standards

e Inthe UK, statutory oversight and regulation of auditors is carried out by the
FRC. The Firm’s policies and procedures are subject to external monitoring by
both the Audit Quality Review Team (AQRT, formerly known as the Audit
Inspection Unit), which is part of the FRC’s Conduct Division, and the ICAEW'’s
Quality Assurance Department (QAD). The AQRT is charged with monitoring
the quality of audits of economically significant entities and the QAD with
monitoring statutory compliance of audits for all other entities. Both report to the
ICAEW'’s Audit Registration Committee.

Our detailed ethical policies’ standards and independence policies are issued to all
partners and employees who are required to confirm their compliance annually. We
are also required to comply with the policies of other relevant professional and
regulatory bodies.

Amongst other things, these policies:

e state that no Deloitte partner (or any immediate family member) is allowed to
hold a financial interest in any of our UK audited entities;

e require that professional staff may not work on assignments if they (or any
immediate family member) have a financial interest in the audited entity or a
party to the transaction or if they have a beneficial interest in a trust holding a
financial position in the audited entity;

e state that no person in a position to influence the conduct and outcome of the
audit (or any immediate family member) should enter into business relationships
with UK audited entities or their affiliates;

e prohibit any professional employee from obtaining gifts from audited entities
unless the value is clearly insignificant; and

e provide safeguards against potential conflicts of interest.

Partners are evaluated on roles and responsibilities they take within the firm
including their technical ability and their ability to manage risk.

The APB issued five ethical standards for auditors that apply a ‘threats’ and
‘safeguards’ approach.

The five standards cover:
e maintaining integrity, objectivity and independence;

o financial, business, employment and personal relationships between auditors
and their audited entities;

e long association of audit partners and other audit team members with audit
engagements;

e audit fees, remuneration and evaluation of the audit team, litigation between
auditors and their audited entities, and gifts and hospitality received from
audited entities; and

e non-audit services provided to audited entities.

Our policies and procedures comply with these standards.
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From: Corrie McCann

To: Dawn Wiggins

Subject: FW: Schedules listing

Date: 16 January 2014 16:20:59

Attachments: 11400.T01 Entity prepared materials request schedule (Not for Profit).xIsx

12100.T05 Related party summary sheet.docx

12200.T09 Overview of the IT environment.docx

12200.720 Understand income and expenditure by location.xls

12200.T16 Control Checklist.xls

Leqgal letter template.docx

Bank authority template.docx

11400.T02 Directors’ considerations of key financial reporting judgements.doc
12300.701 Perform fraud inquiries — Fraud risk factors checklist (Not for profit).docx

Corrie L McCann
Head of Operations

Royal College of Veterinary Surgeons
Belgravia House

62-64 Horseferry Road

London

SWI1P 2AF

T 020 7202 0724
F 020 7222 2004
WWW.rcvs.org.uk

Follow us on Twitter! www.twitter.com/rcvs_uk
Do you receive RCVS e-News? Visit www.rcvs.org.uk to sign up

From: Loan, Nikki (UK - London) [mailto:nloan@deloitte.co.uk]
Sent: 16 January 2014 11:07

To: Corrie McCann

Subject: Schedules listing

Corrie — | have attached a number of documents which | hope will be helpful.

11400.T01 — this is the list of schedules etc. which | expect will be similar to the
requirements of previous auditors, any anomalies please let me know. Equally if there
are reports that | have not included that you think are particularly helpful please do
prepare them as usual as | do not know the full range of your systems yet. As stated this
will be a living document so we will seek to add to it additional reports we request and
take of those that can be provided differently or better otherwise. Please note there
are some questions where the answer will be none — these questions are deliberately
included to ensure we capture all information and any changes since previous
discussions.

12100.T05 —is designed to capture related parties and any related party transactions

12200.T09, 12200.T20 and 12200.T16 are designed to capture information about your
controls, sources of income and expenditure and controls, once in place this will be
reviewed/updated each year to identify changes.
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		This document has been prepared to ensure that there is clarity over the information required for the audit and to help with meeting the proposed reporting timetable. We have structured the information we require into different sections depending on the stage of the audit. Whilst every effort has been made to check this document is comprehensive, there are likely to be additional areas about which we will require information and support. We will communicate these to you as soon as possible.  We will aim to keep this as a ‘live’ document that can be refined and improved further for future years. 

We hope that this document is useful in planning for the forthcoming audit and look forward to working with you.
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Planning and risk assessment

		Planning and risk assessment



		Area		Detail of balances		Report/ evidence required		Date required		Responsible person		Date delivered		Additional information

		General		Engagement letter		Signed engagement letter.  We will send out a confirmation letter in January.		Jan-14

		General		Timetable		Timetable including dates for Trustee meetings, audit committee meetings, half-yearly announcement, expected date of preliminary announcement (where applicable) and expected date for approval of financial statements.		Jan-14

		General		Organisation chart		Organisation chart and description of major functions and responsibilities.		Jan-14

		General		Financial reporting closing process (FRCP)		Timetable for preparation and review of the draft financial statements, other narrative reports and preliminary announcement (where applicable).		Jan-14

		General		Financial reporting closing process (FRCP)		Details of key processes and controls over the financial reporting and closing process. We will need to assess the design and implementation of these key controls at the planning stage of the audit.		Jan-14

		General		Financial reporting closing process (FRCP)		Proforma financial statements including prior year comparatives.		Jan-14

		General		Actitivities		Details of any significant changes in activities (such as trading, terms of trading, fundraising or charitable activities).		Jan-14

		General		Accounting Policies		Details of any changes in accounting policies and your process for adoption of new accounting standards in the period.		Jan-14

		General		Related Parties		List of key management personnel and other related parties as per the definition of IAS24 / FRS 8. Where directors have been appointed or resigned in the period, copies of relevant board minutes and notification to  Companies House.		Jan-14

		General		Related Parties		Copy of Related Party Transactions register for the period. This should include details of all loans and other credit transactions with directors in the period. This information should be reconciled back to the disclosures in the financial statements. (Consider using  the template 12100.T05 Understand the entity's related party relationships and transactions)		Jan-14 and May-14

		General		Related Parties		Detailes of any remuneration received by Trustees in the period.		May-14

		General		Laws and Regulations		Copy of the company’s policies or procedures regarding compliance with legal and regulatory requirements (including any whistle-blowing policies).		Jan-14

		General		Laws and Regulations		Contact details for all legal advisors used during the current or prior periods.  (template letter to be sent to legal advisers)		Mar-14

		General		Laws and Regulations		Details of who holds copies of correspondence relating to legal and regulatory matters in the period and after the end of the period.
Copy of any non standard charity commission, HMRC correspondence received to date.		Jan-14

		General		Laws and Regulations		Summary of ongoing or settled litigation including description of the issue and range of exposure.		Jan-14 and May-14

		General		Laws and Regulations		Details of all breaches of laws and regulations which may be material to the financial statements.		Jan-14 and May-14

		General		Governance 		Detailes of any changes to the governing document have been made in the year, reasons for the change and copy of updated documents as required.		Jan-14 and May-14

		General		Service organisations		Details of all service organisations DM has worked with during the year.  Copy of contract.		Jan-14 and May-14

		General		Preliminary analytical review		Management accounts for the 9 month period to December 2013 and 12 month period to March 2014 including profit and loss account, balance sheet and cashflow information compared to the budget and prior period. Explanation of significant fluctuations from prior period and/or budget.		Jan-14 and May-14

		General		Trial balance		Detail of any trial balance captions recoded, inserted or deleted since the prior year. A list of all suspense accounts and unreconciled balances.		May-14

		General		Bank contact and account details		For each legal entity and each banks used, provide the main account name, account number and sort code.		Mar-14

		General		Bank contact and account details		Where there has been a change in banks, complete the attached authority letter giving permission for the new bank to respond to our standard bank confirmation letters.		Mar-14

		General		Financing arrangements		Details of new loans and other financing arrangements taken out in the period.		Jan-14

		General		Computer systems		Details of changes to accounting and other IT systems in the year.   12200.T09		Jan-14

		General		Internal Control		Completed control checklist. 12200.T16		2/10/14

		General		Fraud assessment		Completed fraud risk assessment checklist.		1/1/14

		General		Risk management		Copies of internal control and risk management policy.		2/10/14

		General		Fraud assessment		Details of all significant frauds and accounting and/ or control breakdowns in the period.   
		2/10/14

		General		Fraud assessment		Completed fraud risk assessment.   12300.T01		2/10/14

		General		Information Technology		Competed IT environment checklist 12200.T09		2/10/14

		General		Board Minutes		Copy of all minutes (Council, committees) held during the period or subsequent to the end of the period.		received and final update req'd post audit visit

		General		Statutory books		Details of all changes made to the constitution during the period or after the end of the period.		final update req'd post audit
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Signif Risks + Going concern

		Fieldwork - Specific Risks and Going Concern



		Risk		Detail of balances		Report/ evidence required		Date required		Responsible person		Date delivered		Additional information

		Risk 1		Form and content of the financial statements		pro forma accounts in the style approved by the Council		3/24/14

				Financial statements key controls and processes		A summary of the accounts approval process including reconciliation to management accounts		3/24/14



		Risk 2		Income recognition policy		Details of income recognition policy and of any changes in the period.		2/24/14

				Income recognition processes and key controls		Details of management processes and key controls in place to ensure proper income recognition in accordance with UK GAAP.   Complete 12200.T20 for all income streams as at December 2013. 		2/24/14



		Risk 3		Reserves 		schedule of all reserves and movements on reserves from 31/12/11 to 31/12/13		2/24/14

				Management of reserves		Details of process and key controls to used to monitor reserves and related movements.  		2/24/14



		Risk 4		Pension		Details of the assumptions and pension valuation and disclosures required for the FRS 17 notes.  Copy of the actuaries report.		2/24/14

				Pension		Details of the process of approving the assumptions used and the data given to the actuary.		2/24/14



		Risk 5		Management override of controls		extracted list identifing journals posted at the weekend, journals posted by authorisers, high value round sum journals, unusual reversing journals and other types that we will discuss with you during the fieldwork		2/24/14

				Review of journals		Details of management's process and key controls to monitor and approve journals within the accounting system.		2/10/14

				Review of journals		List extracted to excel of all journals posted during relating to the year to 31 December 2013		2/10/14



		Going Concern		Going Concern		Details of management's process and key controls to monitor and manage the going concern assumption. 		2/24/14

				Going Concern		Copy of paper prepared by management on going concern. Consider using the template " Directors' considerations of key financial reporting judgements."		2/24/14

				Going Concern		Forecasts for a period of not less than 12 months from the expected date of approving the financial statements.		2/24/14

				Going Concern		Copies of banking agreements and other financing arrangements.		2/24/14

				Going Concern		Details of all covenant breaches in the period or anticipated in the 12 month period from sign off of the financial statements.		2/24/14

				Going Concern		Post year end management accounts and explanation of differences between actual and forecast performance and cash position.		2/24/14
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Financial Statements Disclosure

		Financial Statements Disclosure



		Area		Detail of balances		Report/ evidence required		Date required		Responsible person		Date delivered		Additional information

		Financial Reporting		Financial statements		Draft financial statements		2/24/14

		Financial Reporting		Council members report		Draft narrative reports. Supporting documentation for KPIs and reconciliations between any proforma numbers and the financial statement numbers.		2/24/14

		Financial Reporting		Governance		Relevant documentation providing evidence of Council activities and management of risks described in the report		2/24/14

		Financial Reporting		Exceptional items		Supporting documentation for all balances to be presented as 'exceptional items' in the income and expenditure account.		2/24/14

		Financial Reporting		Members' expenses		Members' expenses’ disclosures with supporting evidence for all disclosures.		2/24/14

		Financial Reporting		Members' remuneration		Copies of any new service agreements, termination agreements and related documents during the year or after the end of the period.		2/24/14

		Financial Reporting		Members' loans		Details of all loans, quasi loans and other credit transactions to a member in the period including the terms of the loan, amount outstanding at the start of the period, the maximum amount outstanding in the period, any provisions made against the loan, interest due which has not been settled and the balance outstanding at the end of the period.		2/24/14

		Financial Reporting		All account balance disclosures		Reconciliation between each account balance note (for example analysis of income, fixed assets) and the trial balance.		2/24/14

		Financial Reporting		Auditors' remuneration		Supporting analyses and documentation for auditors' remuneration including amounts disclosed in respect of audit and non audit services.		2/24/14

		Financial Reporting		Staff costs and numbers		Supporting documentation for the staff costs including information on staff numbers.		2/24/14

		Financial Reporting		Discontinued operations and assets held for sale		Analyses of amounts classified as discontinued operations and assets held for sale and supporting documentation.		2/24/14

		Financial Reporting		Acquisition of subsidiary undertaking		Supporting analyses for all disclosures relating to acquisition of subsidiary undertakings in the period. 		2/24/14

		Financial Reporting		Capital commitments and contingencies		Supporting documentation for capital commitments and contingencies disclosed in the financial statements.		2/24/14

		Financial Reporting		Cash flow		Cash flow statement and supporting calculations.		2/24/14

		Financial Reporting		Post balance sheet events		Supporting material for all post balance sheet events which are disclosed in the financial statements.		2/24/14
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Fieldwork - balance sheet

		Fieldwork - Balance Sheet (Provide information as at balance sheet sheet date or an earlier specified date where roll forward approach adopted)



		Area		Detail of balances		Report/ evidence required		Date required		Responsible person		Date delivered		Additional information

		General		Trial balance		Draft Trial Balance for the current year and copy of final trial balance for the prior period.		2/24/14

		General		Trial balance		Details of any uncleared or unreconciled suspense accounts and any other unreconciled account balances.		2/24/14



		Treasury		Bank reconciliations		Reconciliations between trial balance and period end bank statements for all bank accounts and loans held during the period (including listing of outstanding deposits, outstanding cheques, and other reconciling items that agree to bank reconciliations).		2/24/14

		Treasury		Bank reconciliations		Copies of any new loan agreements updated or taken out in the period.   Copies of mandates for any new bank accounts established in the period.   Details of any closed accounts.		2/24/14

				Bank statements		Bank statements for all accounts for the year end date and the two months after year end will need to be available for audit testing.   		2/24/14



		Financial Instruments. 		Financial instruments		Listing of all financial instruments (including derivatives, swaps and forward contracts) held during the year or outstanding at year end, together with relevant contracts.		2/24/14



		Fixed Assets		Fixed asset register		Fixed asset register as at year end and reconciliation to the trial balance.		2/24/14

				Summary schedule		Summarised fixed asset schedule showing brought forward balance, additions (including assets in the course of construction), disposals and depreciation for the period for each class of fixed asset.		2/24/14

				Additions		Support will be required for all significant additions in the period. Please supply a list of all additions by item.		2/24/14

				Disposals		Details of all significant disposals made during the period, including sale proceeds and calculation of profit or loss.		2/24/14

				Verification		Details of location of fixed assets to help with process of verification.		2/24/14

				Depreciation		Schedule of depreciation rates used in the year including any changes from the prior period.		2/24/14

				Impairment		Details of management's process to identify fixed assets which are not in use or maybe impaired.		2/24/14

				Impairment		Details of all fixed assets which are not in use at the end of the period or post the period end.		2/24/14

				Impairment		Details of the impairment review prepared by management (including cash flow forecasts, discount rates and key assumptions made). (Where appropriate, Consider using the template " Directors' considerations of key financial reporting judgements.")		2/24/14





		Investments		Investments		Details of all shareholdings in Associates, Joint Ventures and Subsidiaries.		2/24/14



		Trade debtors, prepayments and other debtors		Debtors ledger		Trade debtors ledger as at end of the period.		2/24/14

				Debtors ledger		Detail of ageing of all receivable balances (including sundry items).		2/24/14

				Debtors ledger		Reconciliation between the period end trade debtors ledger and the trial balance.		2/24/14

				Debtors ledger		Details of all credit notes raised in the period following the year end with explanation for all significant items.		2/24/14

				Debtors testing		Debtors circulation letters to be sent to a sample of customers. The sample will be notified in due course. A copy of the proforma confirmation letter is attached.		2/24/14

				Debtors testing		We will want to review post year end cash receipts and remittance advices for a sample of customers. The sample will be notified in due course.		2/24/14

				Provision		Details of calculation of trade debtors provision.		2/24/14

				Provision		Details of debts written off in the period.		2/24/14

				Foreign exchange		Details of any recalculation of debtors denominated in foreign currency.		2/24/14

				Prepayments		Analysis of prepayments and other debtors and supporting invoices and other documentation.		2/24/14



		Stock		Stock listing		list of any publication or other stock held at the year end.		2/24/14



		Creditors		Trade creditors		Aged Trade creditor listing and reconciliation to the trial balance.		2/24/14

				Trade creditors		Access to post year end invoices and bank statements to assess completeness of trade creditors.		2/24/14

				Trade creditors		We will want to review a sample of supplier statement reconciliations. The sample will be advised in due course.		2/24/14



		Accruals		Accruals		Schedule of accruals with further breakdown of accrual classes if appropriate. Further breakdowns may include:
- supplier accruals breakdown
- insurance accrual breakdown
- tax and social security breakdown, and appropriate payroll documentation support
- sundry creditors breakdown
- holiday pay accrual, and payroll support
- accrued interest breakdown
- commission charge breakdown
- general accruals breakdown
- exchange gain/loss provision schedules
- bonus provision breakdown
		2/24/14

				Accruals		Supporting documentation for all significant accruals.		2/24/14

				Accruals		Comparison of all significant accruals with prior year balance and explanation of movement where relevant.		2/24/14

				Holiday pay accrual		Schedule showing calculation of holiday pay liability  with audit trail to agree back to payroll or HR systems.		2/24/14

				VAT		Copy of VAT returns for the period and details of all payments and receipts made in the period and post period end.		2/24/14

				VAT		Reconciliation of VAT control accounts with details of significant reconciling items.		2/24/14

				VAT		Details of all partial exemption arrangements and other special arrangements.		2/24/14

				VAT		Details of all HMRC visits  carried out in the year  and correspondence.		2/24/14

				PAYE and other taxes		Details of any PAYE communication  in the period.		2/24/14

		 		PAYE and other taxes		Support for year end liability and evidence of post period end payment.		2/24/14



		Provisions		Provisions		Schedule showing movement in each provision, including utilisation, release and additions in the period with appropriate support.		2/24/14

						(Where appropriate, Consider using the template " Directors' considerations of key financial reporting judgements.")		2/24/14



		Pension		Pension		Supporting schedule for valuations of assets and liabilities related to the scheme.  Copy of actuaries valuation report for disclosure under FRs 17.		2/24/14



		Other		Finance leases		Schedule of finance lease liability split by contract.		2/24/14

				Operating leases (Lessee)		Copies of new lease agreements signed in the period.		2/24/14

				Operating leases (Lessee)		Schedule indicating the total of future minimum lease payments under non-cancellable operating leases for each of the following periods:
(i) not later than one year;
(ii) later than one year and not later than five years;
(iii) later than five years.		2/24/14

				Operating leases (Lessee)		Schedule of lease and sublease payments recognised as an expense in the period, with separate amounts for minimum lease payments, contingent rents, and sublease payments.		2/24/14

				Operating leases (Lessor)		Schedule showing the future minimum lease payments under non-cancellable operating leases in the aggregate and for each of the following periods:
(i) not later than one year;
(ii) later than one year and not later than five years;
(iii) later than five years.		2/24/14



		Taxation 		HMRC Communication 		Copies of all correspondence with H.M Revenue and Customs (HMRC) and other tax authorities during the period.		2/24/14



		Reserves		Fund movements		Schedule reconciling the movement in all funds in the period.		2/24/14

				Reserve movements		Schedule to show movement in other reserves including Revaluation and Foreign Exchange reserves if applicable.		2/24/14
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Fieldwork-SOFA

		Fieldwork - Statement of Financial Activities/Income and expenditure



		Area		Detail of balances		Report/ evidence required		Date required		Responsible person		Date delivered		Additional information

				Income		Schedule of income by month.		2/24/14

				Income		Schedule of income by location.		2/24/14

				Income		Details of significant new income streams in the period.		2/24/14

				Income		Details of significant new grants/legacies in the period and any associated conditions.		2/24/14

				Income		(Membership) Details of any general price increases applied during the period.    Details of membership numbers.   Reconciliation between number of members and income received.		2/24/14

				Income		Analysis of total value of credit notes raised by month and details of all significant individual credit notes greater than £8,000 issued in the period.		2/24/14

				Income		List of sales invoices, despatch notes and credit notes raised 5 days before and after the end of the period.		2/24/14

				Income		All information regarding significant disputes with customers including correspondence, amounts claimed by customers and amounts settled during the period or after the end of the period.		2/24/14



				Expenditure		Management explanation of any significant movement in margins.		2/24/14

				Expenditure		Details of significant grants awarded during the period.		2/24/14

				Expenditure		Details and support for movements between current and prior year.		2/24/14

				Holding gains / losses		Details and support for any holding gains / losses recognised in the period.		2/24/14



				Payroll costs		Headcount figures for current and prior year split by department if applicable.		2/24/14

						Wages and salaries reports for the year reconciled back to trial balance.		2/24/14

						Details of pay awards agreed in the period and their effective date.		2/24/14

						Documentation of all bonus schemes in place and details of bonuses paid or accrued in the period.		2/24/14



				Interest 		Schedule of interest income and expenses with supporting calculations and bank/ loan agreements.		2/24/14

				Investment income		Schedule of investment income and expenses with supporting calculations and copies of relevant investment reports.		2/24/14

				Investment gains and losses		Schedule of investment gains and losses with supporting calculations and copies of relevant investment reports.		2/24/14



				Other I&E		Copy of new property or equipment lease/ rental agreements signed in the period.		2/24/14

						Breakdowns of foreign exchange gains/losses.		2/24/14

						Supporting documentation for any significant one off items ( e.g. redundancy payments).		2/24/14

						Reconciliation of profit/loss on disposal of fixed assets to the fixed asset register.		2/24/14



		If charity format is chosen: SOFA		Income		Schedule of income by each Charities SORP classification, including split between restricted, unrestricted and endowment income.		2/24/14

				Expenditure		Schedule of expenditure by each Charities SORP classification, including expenditure from restricted, unrestricted, designated and endowment funds.		2/24/14

		If charity format is chosen: Cost allocation		Accurate calculation of cost allocations on reasonable assumptions		Details of management's process and key controls to monitor and manage the risk.		2/24/14

				Allocation calculation		Cost allocation calculation, and support for key assumptions made (e.g. %s allocated to different areas)		2/24/14

		If charity format is chosen: Funds		Transfers and asset allocation		Schedule analysing assets between unrestricted and restricted funds held.  Details of transfers between funds.		2/24/14
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Related Party Summary Sheet



GENERAL INSTRUCTIONS



This document is to be used to:

· [bookmark: _GoBack]detail our knowledge of related parties and the relationships that exists;

· list the related party transactions that took place in the year and the related party balances at the year end as notified by the management and identified during the course of our audit; and

· evaluate whether the related party relationships and transaction have been appropriately accounted for and disclosed in the financial statements in accordance with the applicable financial reporting framework and statutory requirements.



A. RELATED PARTIES AND RELATED PARTY RELATIONSHIPS



		Name of related party

		Relationship

		Has the relationship been appropriately disclosed in the financial statements in accordance with the applicable financial reporting framework and statutory requirements?

(for industry specific requirements, refer to the relevant Practice Note)



		

		

		



		

		

		



		

		

		



		

		

		



		

		

		







B. RELATED PARTY TRANSACTIONS AND BALANCES HELD AT THE YEAR END



		Name of related party

		Type and terms of transaction

		Amount and currency

		Has the transaction been appropriately accounted for and disclosed in the financial statements in accordance with the applicable financial reporting framework and statutory requirements?

(for industry specific requirements, refer to the relevant Practice Note)

		Rationale





		

		

		

		

		



		

		

		

		

		



		

		

		

		

		



		

		

		

		

		



		

		

		

		

		








Understanding the IT environment – background and supporting IT and personnel

Background

Provide a brief overview of the Entity's business and how its use of Information Technology supports the flow of transactions and financial accounting processes.  Consider attaching a systems overview diagram to provide details of the relevant computer application systems used by the Entity, including their supporting operating systems and databases, and the main interfaces between these applications.



Consider:

· Detailing the key business processes of the entity and how the IT environment supports these operations;

· Listing the associated IT systems, including applications, databases, network software and web applications;

· Detail locations of entity sites, associated business processes at each site and connectivity;

· Locations of key administration, centralization of IT support or decentralized local support?



Financial reporting:







Maintenance and support:





Members:



Other:



























For this entity and IT Environment, list the relevant departments, the approximate number of staff in each department, and the names and titles of key personnel.



		

		Department / Business Unit

		Approx. No. of Staff

		Names and Titles of Key Personnel



		

		Finance

		

		



		

		members

		

		



		

		[please add]

		

		

















SIGNIFICANT EVENTS IN THIS IT ENVIRONMENT since 31 December 2012



Detail any significant changes in the IT environment including:

· Changes in staffing of the IT Environment:

· Modifications to information security policies and procedures (written or unwritten):

· Modifications to the system software maintenance policies and procedures:

· Other changes in the IT Environment's policies or procedures:

· Implementation of new releases of software or other significant modifications to either systems software or application systems: 

· Hardware acquisitions, changes or disposals: 



Other Information



Describe any Entity plans to upgrade or replace existing hardware or software:

[bookmark: _GoBack]









 








Please identify the risk factors that are present within your entity and how they are addressed.

Information Technology Factors indicating an increased risk of error



Factors affecting our assessment of the control environment related to management’s commitment to designing and maintaining a reliable accounting process include the following:



		Risk factors

		Risk factor present?

		If yes, how is risk factor addressed?



		1. Absence of appropriate corrective action by management to address recurring problems relating to application systems (e.g., protracted delays in receiving information, significant errors in data used to manage the business)

		

		



		1. Lack of accountability for the computer-processing environment (e.g., senior management is not involved with the computer-processing environment)

		

		



		1. Lack of management awareness of information-technology-related factors affecting the business (e.g., importance of controls, effects of advanced information technologies on the accounting process or on the business)

		

		



		1. Absence of standards in hiring practices for the computer-processing environment staff (e.g., the computer-processing environment does not have appropriately qualified people in key positions and management is not concerned)

		

		



		1. Absence of appropriate resource commitment (e.g., there is an inadequate number of staff to develop, operate, and maintain necessary systems).

		

		







Factors affecting our assessment of the control environment related to the ability of management to control the business include the following:

		Risk factors

		Risk factor present?

		If yes, how is risk factor addressed?



		1. Reliance on application systems that do not appear to be well controlled (e.g., use of executive information systems or end-user computing, with programming performed on an irregular basis, programs being used for a purpose other than the one for which they were originally developed)

		

		



		1. Absence of timely or meaningful information

		

		



		1. Absence of clear reporting relationships for the computer processing environment, both within and outside the function

		

		



		1. Lack of management involvement in monitoring the computer-processing environment

		

		



		1. Apparent absence of monitoring

		

		



		1. High turnover of key computer-processing environment personnel

		

		



		1. Absence of strategic plans for the computer-processing environment or plans that are inconsistent with strategic plans for other areas of the entity’s business

		

		



		1. Lack of communication between the computer-processing environment and information technology application system users

		

		



		1. Lack of internal audit capability in the computer-processing environment

		

		







Risks Arising From Information Technology and Manual Procedures



Information technology poses risks to an entity’s internal control, including the following:

		Risk factors

		Risk factor present?

		If yes, how is risk factor addressed?



		1. Reliance on systems or programs that are inaccurately processing data, processing inaccurate data, or both

		

		



		1. Unauthorized access to data that may result in destruction of data or improper changes to data, including the recording of unauthorized or non-existent transactions or the inaccurate recording of transactions

		

		



		1. The possibility of information technology personnel gaining access privileges beyond those necessary to perform their assigned duties thereby breaking down segregation of duties

		

		



		1. Unauthorized changes to data in master files

		

		



		1. Unauthorized changes to systems or programs

		

		



		1. Failure to make necessary changes to systems or programs

		

		



		1. Inappropriate manual intervention

		

		



		1. Potential loss of data or inability to access data

		

		








Instructions

		Understand the income and expenditure streams - instructions for use of this form

The attached schedule can be used to document the locations where your income and expenditure are transacted.
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template to complete

		INSERT YEAR END		2013

						Stream 1				Stream 2				Stream 3				Stream 4				Stream 5				Stream 6				etc		TOTAL

						2013		2012		2013		2012		2013		2012		2013		2012		2013		2012		2013		2012				2013		2012

		INCOME

		Income stream name				Other (specify below)				Other (specify below)				Voluntary income legacies - pecuniary				Voluntary income - grants				Earned income - primary purpose trading				Investment income

						income from members

		Nature/location of receipt				Cheque - to Head Office mail room				BACS - to Head Office bank				BACS - to Head Office bank				BACS - to Head Office bank				DD / standing order - to Head Office bank				BACS - to Head Office bank

		Internal / external				External				External				External				External				External				External

		Estimated annual amount																														0		0

		Audit coverage				Deloitte team - main office				Deloitte team - main office				Deloitte team - main office				Deloitte team - main office				Deloitte team - main office				Deloitte team - main office

		Reference to Deloitte documentation

		EXPENDITURE

		Expenditure stream / location				Payroll - Head Office				Purchase ledger - Head Office				Cash book - Head Office (specify below)				Other third party

		Internal / external				External				External				External

		Estimated annual amount										0				0		0		0		0		0		0		0				0		0

		Audit coverage				Deloitte team - main office				Deloitte team - main office				Deloitte team - main office

		Reference to Deloitte documentation
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read-only

		

				Income streams				Internal vs external

				Voluntary income - donations from public				Internal

				Voluntary income - corporate fundraising				External

				Voluntary income - large fundraising events

				Voluntary income legacies - pecuniary				Expenditure

				Voluntary income legacies - residuary				Payroll - Head Office

				Voluntary income - trading for fundraising				Payroll - regional office

				Voluntary income - grants				Payroll - branches

				Gift Aid				Payroll - overseas

				Recoverable VAT				Purchase ledger - Head Office

				Earned income - primary purpose trading				Purchase ledger - regional office

				Earned income - performance related grants				Purchase ledger - branches

				Earned income - service level agreements				Cash book - Head Office (specify below)

				Investment income				Cash book - regional office (specify below)

				Gifts in Kind				Cash book - branches (specify below)

				Intangible income				Other third party

				Other (specify below)				Intangible expenditure

				Nature/location of receipt

				DD / standing order - to Head Office bank

				BACS - to Head Office bank

				Cheque - to Head Office mail room

				DD / standing order - to  regional office bank

				BACS - to regional office bank

				Cheque - to regional office mail room

				Received by third party - mail fulfilment house

				Received by third party - trading partner

				Received via Internet - DD via internal provider

				Received via Internet - DD via outsourced provider

				Received by branches - UK

				Received by branches - Overseas

				Audit coverage

				Deloitte team - main office

				Deloitte team - referral office

				Internal audit

				Other auditors - referral

				Other auditors - service auditors report

				Independent examiner
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Controls

		Controls Checklist

		Last updated: October 2012

		Expand this section for guidance on using this programme



				The attached checklist for not-for-profit entities is based on the Charity Commission’s publication CC8 (which is also available in Technical Library), which is a copy of the accompanying guidance notes issued by the Commission for further information and explanations – the numeric references given in bold below are to the relevant paragraphs of the guidance.



				Deloitte audit teams should check that we have documented the entity’s response to all of the issues raised by ensuring that this checklist is completed. It may be efficient to ask an appropriate client contact, e.g. financial controller, internal auditor, to complete the checklist and for us to review the responses.



				The list of considerations below does not represent complete coverage of all the control issues which will need to be addressed by a given entity bur rather certain areas of focus identified by the Charity Commission but audit teams should check that all relevant considerations here are fully addressed as part of documenting the entity's financial systems and controls.



				Where omissions are noted in respect to the expected controls we should (i) assess the impact on our audit and audit approach and (ii) assess the need to report to management and/or those charged with governance on a timely basis.



				If any of the controls in this area are considered "key controls", then they should be documented as such on in EMS and D&I testing should be performed.



				When intending to use information about the entity and its environment obtained in prior periods, we should determine whether changes have occurred that may affect the relevance of such information in the current audit.  We should make inquiries and perform other appropriate audit procedures, such as walk-throughs of systems, to determine whether changes have occurred that may affect the relevance of such information.



		Indicate which entities are covered by this form and whether it extends to group consolidated accounts:

		Royal College of Veterinary Surgeons



		Nature and extent of audit procedures, which should take into account our assessment of risk				Document below any further procedures performed in the above assessment, such as enquiries of management and those charged with governance, observation, analytical procedures and inspection of documentation.

						(cross refer where appropriate to supporting documents)

		1		FINANCIAL CONTROLS THROUGHOUT THE ENTITY (B1)

		1.1		There is segregation of duties to provide automatic 'double check'.

		1.2		Council carry out an annual review of the internal financial controls.

		2		MONITORING ACTIVITIES (B2)

		2.1		Annual budgets of income and expenditure are prepared and approved by the trustees.

		2.2		Performance is measured against budgets at regular intervals and explanations sought for variances.

		3		INTERNAL AUDIT AND AUDIT COMMITTEE (B3)

		3.1		The Council have considered the need to appoint an internal auditor or set up an audit committee.

		4		INFORMATION AND COMMUNICATION (B4)

		4.1		The Council are provided with regular information about the financial performance of the entity.

		4.2		The Council discuss financial performance of the entity at each of their meetings.

		4.3		Terms of reference are in place for any finance sub-committee or similar sub-group of the Council.

		4..4		A finance sub-committee reports to the Council for final decision making.

		5		Council and members' RESPONSIBILITIES (B5)

		5.1		Sufficient accounting records are kept of all transactions. (Charity Legal requirement)

		5.2		The Council have considered the need for a reserves policy and put in place a reserves policy if one is needed. (Charity Legal requirement)

				Expand this section for guidance

		5.2.1		The policy should cover as a minimum:

				- why the entity needs reserves;

				- what level or range of reserves the Trustees consider that the entity needs;

				- what steps the entity is taking to achieve or maintain the target level; and

				- arrangements for the monitoring and review of the policy.

		5.2.2		Further information is available in the Deloitte guidance note “Reserves” (available in Technical Library) and in Charity Commission publication CC19 (available via www.charity-commission.gov.uk).

		5.4		The accounts are formally approved by Council at an annual meeting.

		5.6		Newly appointed members are given a copy of the latest accounts.

				Expand section for guidance

		5.8		For more information for charities refer to:

				http://www.legislation.gov.uk/ukpga/2011/25/part/8



		6		MANAGING THE RISKS OF FINANCIAL CRIME AND ABUSE (B6 AND B7)

		6.1		members and staff are made aware of why the entity is at risk from financial crime and abuse and of typical examples of potential fraudulent activities.

		6.2		The entity has an anti bribery policy, policies on the acceptance of hospitality, the acceptance of donations and a register of interests in place.

		6.3		The entity has policies and controls over access to and storage of electronic information.

		6.4		The entity has computer programmes to protect its data and systems from external interference.

		6.5		The entity has procedures for reporting suspicions internally, and to the police.

		7		INCOME RECEIVED IN THE POST (C1)

		7.1		Incoming post is opened in the presence of two unrelated people.

		7.2		Incoming cheques and cash are recorded immediately.

		7.3		The entity keeps unopened mail secure.

		8.11.1		For further guidance see publication CC20 at:

				http://www.charitycommission.gov.uk/publications/cc20.aspx



		10		LEGACIES (C4)

		10.1		The entity identifies and monitors the receipt of large legacies and ensures that they are correctly included in the accounts.

		12		TRADING INCOME (C6)

		12.1		If the level of non-charitable trading/outside income is significant, it is carried out in a trading subsidiary.

		12.2		The entity has a pricing policy for the goods and services supplied.

		12.3		The entity has invoicing procedures for goods and services supplied.

		12.4		The entity reviews outstanding debts and collection procedures.

		12.5		There are procedures to reconcile amounts invoiced and cash received to outstanding invoices.

		13		BANKING AND CUSTODY PROCEDURES (C7)

		13.1		Incoming receipts are banked promptly.

		13.2		Insurance is held to cover contents of the safe or cash box and cash in transit.

		13.3		Funds are banked without deduction of expenses.

		14		CHECKS ON INCOME RECORDS (C8)

		14.1		Regular checks are made to ensure income records agree with the bank paying-in books and statements.

		14.2		Checks are made by someone other than the person who made the entry in the accounting records.

		15		CONTROLS AND AUTHORISATION OF EXPENDITURE ON GOODS AND SERVICES (D1)

		15.1		There is a written policy on the authorisation of expenditure.

		15.2		Invoices received are checked against orders confirming pricing and the receipt of the goods or services ordered.

		16		CONTROLS AND AUTHORISATION OF EXPENDITURE ON GRANTS (D2)

		16.1		If the entity makes grants, it has a grant-making policy.

		16.2		The entity makes and monitors grants in accordance with the grant-making policy.

		17		PAYMENT BY CHEQUE (D3)

		17.1		The entity follows any stipulation in the governing document about who can sign cheques.

		17.2		The bank mandate requires at least two signatories.

		17.3		There is a practice of not signing blank cheques.

		17.4		Cheque books etc are kept in a secure place with access only by nominated persons.

		17.5		Any monetary limits placed on an individual's signing are recorded in writing.

		17.6		All cheque expenditure is recorded in the cash book and noted with the relevant cheque number, nature of payment and payee.

		17.7		Cheques are signed only with documentary evidence of the nature of the payment, eg invoice.

		18		PAYMENTS BY DEBIT/CREDIT/CHARGE CARD (D4)

		18.1		The entity has a policy for the use of payment cards, including the criteria for their issue, spending limits and security.

		18.2		The entity communicates the policy for the use of cards to all trustees and staff using them.

		18.3		Cards are cancelled when the holder ceases to work for the entity.

		18.4		All card expenditure is supported by vouchers and invoices and recorded in the accounting records each time the card is used.

		18.5		Card statements are sent to the entity finance team and checked to supporting records and invoices.

		18.6		The cardholder's use of the card is independently reviewed periodically to confirm its use is consistent with the policy.

		19		PAYMENTS BY DIRECT DEBITS, STANDING ORDERS AND BACS DIRECT CREDIT (D5)

		19.1		Only named individuals are authorised to set up direct debits, standing orders and direct credits.

		19.2		The entity uses a dual authorisation system for BACS payments.

		19.3		The entity monitors the arrangements to ensure that automatic payment arrangements are cancelled when the goods and services are no longer being supplied to the entity.

		20		PAYMENT IN CASH (D6)

		20.1		Every effort is made to minimise cash payments.

		20.2		All payments made by cash are made from a cash float and not from incoming cash.

		20.3		Supporting documentation is authorised by someone other than the person maintaining the petty cash or the person making the claim.

		20.4		Details of all payments are entered into a petty cash book.

		20.5		Regular independent checks are made of the petty cash float and records.

		21		WAGES AND SALARIES (D7)

		21.1		Statutory deductions (tax and NIC) are made from employees' wages and salaries and regularly forwarded to HMRC. (Legal requirement)

		21.2		The entity complies with minimum wage legislation. (Legal requirement)

		21.3		Any other deductions from salaries are made only where they are required or authorised. (Legal requirement)

		21.4		The end-of-year returns (P60 and P11Ds) are completed and filed with HMRC by the deadline. (Legal requirement)

		21.5		The required pension arrangements are in place. (Legal requirement)

		21.6		All employees have contracts of employment.

		21.7		Personnel records are kept and held separately from wages records.

		21.8		Salary levels are properly authorised and recorded.

		21.9		There is a system of authorisation for recording and notifying starters and leavers, changes of hours and other payroll changes.

		21.10		Payments are made by BACS.

		22		PAYMENT OF EXPENSES AND REIMBURSEMENTS (D8)

		22.1		The entity has a written policy to cover the payment and reimbursement of expenses.

		22.2		The policy is communicated to all trustees, staff and volunteers.

		22.3		Expenses are reimbursed only where the individual incurred the expense in the course of carrying out the entity's business.

		22.4		The expense claim includes a self-declaration that the claim is accurate and incurred on the business of the entity.

		22.5		Reimbursements are made by BACS transfer or cheque.

		22.6		If the entity pays mileage rates for travel, the rates are in accordance with HMRC approved rates.

		23		LOANS (D9)

		23.1		The terms of any loans are documented.

		23.2		The entity has a repayment plan in place to repay the principal and any interest due.

		24		CHECKS ON EXPENDITURE RECORDS (D10)

		23.1		Regular checks are made to ensure expenditure records are accurate and agree with the bank statements.

		23.2		Regular checks are made to ensure that there are no discrepancies between the payments made and the original invoice or payment records.

		23.3		Checks are made by someone other than the person who made the entry in the accounting records.

		25		CONTROLS OVER FIXED ASSETS (E1)

		25.1		A comprehensive fixed asset list is held and updated regularly.

		25.2		Assets are checked regularly to ensure they are still in good repair and of use to the entity.

		25.3		Insurance cover has been considered.

		25.4		The use of fixed assets is reviewed annually (to ensure put to best use and serving the entity's interests).

		26		INVESTMENTS (E2)

		26.1		The entity has an investment policy.

		26.2		The policy includes the need to consider diversification of investments, including bank accounts.

		26.3		The performance of investments is regularly reviewed.

		26.4		Professional advice is taken, where appropriate, on selection or disposal of investments.

		26.5		The entity inspects investment properties to ensure tenant covenants are adhered to.

		26.6		Controls are in place to ensure that all investment income is received.

		27		MONEY HELD AS A CURRENT ASSET (E3)

		27.1		Secure records are held of all bank and building society accounts.

		27.2		Bank statements are regularly received and regular bank reconciliations are carried out.

		27.3		Instructions to open or close accounts are properly authorised and reported to trustees.

		27.4		Checks are made to ensure that there are no dormant accounts.

		27.5		Accounts are monitored to ensure there is no third party use.

		27.6		The trustees regularly review the costs, benefits and risks of their current and deposit accounts.

		28		ELECTRONIC BANKING (E4)

		28.1		If the entity uses electronic banking to make payments, the system used requires authorisation of transactions by two individuals.

		28.2		PCs are kept secure with up-to-date anti-virus and spyware software and a personal firewall.

		28.3		Trustees and staff are made aware of the need to ensure that the entity's security details (including the password and PIN) are not compromised.

		28.4		The PIN and password are regularly changed, for example to mitigate the risks of compromising security when individuals leave the entity.

		28.5		The entity maintains a list of persons (trustees and staff) who are approved to have access to the PIN and password.

		28.6		The entity keeps an audit trail of electronic banking transactions.

		28.7		Those using online banking facilities have been trained in their use.

		29		NON-TRADITIONAL BANKING (E5)

		29.1		Where the entity uses non-traditional banking methods, policies are set and approved by trustees defining the circumstances when non-traditional banking methods may be used.

		29.2		The use of such methods is limited to essential transfers where traditional banking methods cannot be used.

		29.3		The entity keeps an audit trail of non-traditional banking transactions.

		29.4		The entity ensures that the controls that are in place for its traditional bank transactions also operate with non-traditional banking transactions.

		30		RESTRICTED FUNDS AND ENDOWMENT FUNDS (E6)

		30.1		Procedures are in place to ensure that any restrictions put on the use of funds by the donor/grantor are observed.

		30.2		The entity ensures that the conditions attached to permanent endowments are observed.

		31		RELATED PARTY TRANSACTIONS

		31.1		A declarations of interest file is maintained by the entity, which clearly sets out the people and organisations connected with each member.

		31.2		Clear procedures are in place for members to declare any potential conflict during the relevant part of a Council/sub-committee meeting, and for members to withdraw from the meeting while the relevant topic is being discussed.

		31.3		Procedures are in place so that all transactions and payments to a related party can only be authorized by the Council.

		31.4		Procedures are in place so that annual declarations being obtained from all members set out all related party transactions of which they are aware.
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STANDARD LEGAL LETTER

To be prepared by those charged with governance

Client letterhead

		Address

		[bookmark: DirectLTextPLace]



		

		[bookmark: FaxTextPlace]



		

		





[bookmark: DatePlace][Date]

Our Ref:

Dear Sirs

[bookmark: _GoBack]In connection with the annual audit of our financial statements the Royal College of Veterinary Surgeons, we should be obliged if you would give directly to our auditors, Deloitte LLP, 2 New Street Square, London, EC4A 3BZ, the following information as at 31 December 2013, together with any significant changes since that date.  Please mark your response for the attention of Reza Motazedi (7/2NSS).

1.	Confirmation that in your opinion, the estimates made by the directors of the ultimate liabilities (including costs) which might be incurred and are regarded as material, in relation to the following matters on which you have been consulted are reasonable:

		Matter

		Estimated Liability including costs



		

		



		

		



		

		



		

		





2.	Details of any other matters and the estimated liability including costs if you consider the above list to be incomplete or incorrect.

3.	Details of any other litigation and claims in progress or pending which concerns us and of which you have knowledge.  If known, these details should include the nature and current status of the litigation and claims and your opinion as to the estimated liability (including costs) which might arise.

Yours faithfully



(Signed by a director or equivalent)

2


















		[Bank Name]

[Street]

[Town]

[County]

[Country]

[PostCode]



		[bookmark: DirectLTextPLace][bookmark: DDIPlace]Direct line: 	



		

		[bookmark: FaxTextPlace][bookmark: FaxNumber]Direct fax: 	



		

		





[bookmark: DatePlace][Date]

[bookmark: reference]Our Ref: [Ref]	Date: 15 January 2014



Dear [Salutation]

[bookmark: comp5][bookmark: _GoBack]Royal College of Veterinary Surgeons



[I/We] authorise [Bank Name] including all branches and subsidiaries, to provide to our auditor, Deloitte LLP, any information concerning all and any of our accounts and dealings with you, that they may request for the purpose of performing their duties as auditors of our company.

This authorisation continues to have effect until countermanded by us in writing.

Yours faithfully,





	

[Client’s Name]





[bookmark: SecSig]	

[Second Signatory]
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	Preparer: [                    ]

	Reviewer: [                    ]
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[bookmark: _GoBack]Directors’ consideration of key financial reporting judgements

This template is designed to assist Directors in documenting their consideration of matters significant to the financial statements (e.g. risks relating to material misstatement).



1.  FINANCIAL REPORTING JUDGEMENT AND CONCLUSION REACHED











2.  BACKGROUND TO MATTER AND SUPPORTING RATIONALE AND EVIDENCE ON WHICH JUDGEMENT IS BASED









3.  RELEVANT ACCOUNTING POLICY IN THE FINANCIAL STATEMENTS AND ACCOUNTING STANDARDS, OTHER LEGISLATION OR REGULATION

(CONSIDER OTHER APPLICABLE RULES AND GUIDANCE SUCH AS SECTOR SPECIFIC SORP OR FRC GUIDANCE)









4.  MANAGEMENT PROCESSES AND CONTROLS RELEVANT TO THE EVIDENCE ON WHICH THE JUDGEMENT IS BASED









5.  MONITORING AND INTERNAL REPORTING ON RELEVANT BUSINESS PROCESSES AND CONTROLS









6.  SPECIALIST ADVICE RECEIVED TO SUPPORT JUDGEMENT (if applicable)











7.  PROCESS FOR BOARD/AUDIT COMMITTEE APPROVAL
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FRAUD RISK FACTORS- NOT-FOR-PROFIT ENTITIES 

Please identify the risk factors that are present within your entity and how they are addressed.

Risk factors relating to misstatements arising from fraudulent financial reporting



		Incentives/Pressures

		Risks present? - Comment/controls



		· Financial stability is threatened by economic or entity operating conditions, such as (or as indicated by):

		



		· Programs without sufficient allocated resources and funding

		



		· Unusually intense competition for the limited pool of resources, such as contributions and grants, exists, thereby pressuring management to present a particular financial picture in the hope of attracting those contributions and grants.

		



		· An increase in not-for-profit organizations trying to serve the same niche, thereby causing market saturation

		



		· New accounting, statutory and regulatory requirements

Imminent or anticipated adverse changes in program regulation or accounting  that could impair the financial stability of the entity

		



		· The threat of imminent third-party funding termination or significant reductions in third-party funding:

· Political and economic events, causing dramatic decreases in resources, such as grants and contributions

· If some potential resource providers have stated or implied limits in specific areas such as fundraising, management and general expenses 

· Limitation on the size of the assets of the grantee may lead to the mischaracterization of related parties relationships to avoid consolidating those entities or reporting the assets held by them for the organization

		



		· The inability to generate sufficient cash flows to cover the entity’s expenditures

		



		· High vulnerability to rapid changes or interest rates: Decrease in interest rates when the  entity owns significant amounts of assets that are highly sensitive to rate changes (e.g. investment portfolio)

		



		· The entity uses complex or “innovative” financing mechanisms.

		



		· The entity’s investment values have been negatively affected by the market

		



		· Operations subject to special investigations

		



		· Unpredictable patterns of giving (in cash, by cheque, and through donations in kind) by members of the public, both in terms of timing and point of donation

		



		· Excessive pressure exists for management to meet the requirements or expectations of third parties due to the following:

		



		· An intense focus on the financial statements

- By external users, such as rating agencies and the media, on the amounts reported as program, management and general, and fundraising expenses

- By funders and others to certain ratios such as program expenses to total expenses or fundraising costs to contributions  leading to the deferral of fundraising expenses to future periods if the related contribution will not be recognized until that period

- By resource providers who set up restrictions or conditions based on amounts reported on the financial statements

		



		·  The organization is involved in certain activities which, if disclosed to the public, may affect contributions. For example, the organization may be embroiled in a scandal or bad publicity that threatens its charitable base, or for regulatory or other economic reasons, its very existence.

		



		· Significant pressure to obtain additional funding to stay viable 

		



		· The management is enticed to

- Avoid surplus funds in grants that require surplus funds to be returned to the grantor

- Minimize unrelated business income taxes 

- Mischaracterize revenue for non exempted activities

- Shift costs or manipulate the manner in which certain transactions are reported such as cost-reimbursement programs funded by a third party.

		



		· Threats of imminent funding termination or significant reduction in funding levels

		



		· Increased public expectations 

		



		· Investment analysts, institutional investors, significant creditors, donors, or other external parties have unduly aggressive or unrealistically about financial position or performance, budget results or program achievements. 

· A significant portion of management’s compensation linked to aggressive program accomplishments or aggressive fundraising targets

		



		· Adverse consequences on significant pending transactions such as grant or contract award or modification if the entity reports poor financial or program performance

		



		· The entity’s financial position or performance is close to violating debt covenants

		



		· Information available indicates that the personal financial situation of management or those charged with governance is threatened by the entity’s financial performance arising from the following:

		



		· A significant portion of entity-wide, department or fund management compensation or performance appraisals is tied to budgetary or program accomplishments

		



		· Personal guarantees of debts of the charity

		



		· There is excessive pressure on management or operating personnel to meet financial targets established by those charged with governance.

Unrealistically aggressive budget or program goals

		



		· Management setting unduly aggressive financial targets and expectations for operating personnel (e.g. fundraising targets)

		



		Opportunities

		



		· The nature of the entity’s operations provides opportunities to engage in fraudulent financial reporting that can arise from the following:

		



		· Diverse programs funded by multiple sources involving many complex requirements that must be complied with.

· Several restricted gifts and or purchase of service contracts with terms, which may create incentives to shift costs improperly among them 

· Grants programs for which the recipients are individuals (food, clothes or other assets are distributed)

		



		· Revenues or expenses based on significant estimates that involve subjective judgments or uncertainties that are difficult to corroborate

		



		· Widespread branches or operations, such as those established in response to emergency appeals in countries where there is no effective system of law and order

		



		· Inconsistent regulation across international borders

		



		· International transfer of funds

		



		· Misuse of authority by high ranking officials may result in conflicts of interests 

		



		· Significant sub-recipient or subcontract relationships for which there appears to be no clear business justification, for example, sub recipient providing services it does not appear qualified to provide

		



		· The entity lacks a formal budgeting or planning process

		



		· The entity awards significant contracts without competitive bids or without vendors qualifications

		



		· The entity gives department or agency directors authority to expend certain monies outside the budgetary process.

		



		· The monitoring of management is not effective as a result of the following:

		



		· Executive director possesses significant power and latitude to manage programs, activities and to override controls

· Board member or group of board members possessing significant power or community influence, thereby adversely affecting management and auditor’s decisions

		



		· Board members or management – paid or volunteer - charged with oversight responsibilities, lacking the necessary background experience in non-for-profit management and activities

· A major donor or fundraiser exercising substantial influence over the affairs of the organization.

		



		· Limited involvement of trustees in key decision making or monitoring transactions, and limited engagement with charity staff

		



		· Unpredictable turnover of senior management, legal counsel or those charged with governance

		



		· Multiple locations with inadequate management to properly oversee decentralized operations.

		



		· Internal control components are deficient as a result of the following:

		



		· Weak budgetary controls

		



		· Lack of qualified personnel in accounting, internal audit, or information technology 

		



		· Fragmented and non integrated IT- infrastructure

		



		· Reliance on volunteers and staff with limited management or supervision and a lack of segregation and rotation of duties

		



		· Inadequate monitoring of controls, including automated controls

		



		· High turnover rates or employment of accounting, internal audit, or information technology staff that are not effective

		



		· Accounting and information systems that are not effective, including situations involving significant deficiencies in internal control.

		



		Attitudes/Rationalizations

		



		· Attitudes/Rationalizations include:

		



		· Ineffective communication, implementation, support, or enforcement of the entity’s values or ethical standards by management or the communication of inappropriate values or ethical standards

		



		· Misguided attempts to preserve the organization’s programs and services no matter what the costs of risk, for example by not remitting payroll withholdings

· Generally lower salary levels compared to the private sector may give employees reasons to justify misappropriation of assets

		



		· Disregard for implication of breaches, which in the private sector might involve implications such as fines, dismissal or imprisonment.

		



		· Management displaying a significant disregard for regulatory, legal or oversight requirements or other regulatory authority.

		



		· Management display an attitude of the view that funds must be spent on a “use or lose” basis in order to sustain future funding levels.

		



		· Management failing to remedy known significant deficiencies in internal control on a timely basis

		



		· Low morale among senior management

		



		· Recurring attempts by management to justify marginal or inappropriate accounting on the basis of materiality

		



		· The relationship between management and the current or predecessor auditor is strained, as exhibited by the following:

· Frequent disputes with the current or predecessor auditor on accounting, auditing, or reporting matters.

· Unreasonable demands on the auditor, such as unrealistic time constraints regarding the completion of the audit or the issuance of the auditor's report.

· Restrictions on the auditor that inappropriately limit access to people or information or the ability to communicate effectively with those charged with governance.

· Domineering management behavior in dealing with the auditor, especially involving attempts to influence the scope of the auditor's work or the selection or continuance of personnel assigned to or consulted on the audit engagement.

		







Risk factors relating to misstatements arising from misappropriation of assets

Risk factors that relate to misstatements arising from misappropriation of assets are also classified according to the three conditions generally present when fraud exists: incentives/pressures, opportunities, and attitudes/rationalization. Some of the risk factors related to misstatements arising from fraudulent financial reporting also may be present when misstatements arising from misappropriation of assets occur. [ISA 240, Appendix 1]



		Incentives/Pressures

		[bookmark: _GoBack]Risks present? - Comment/controls



		· Personal financial obligations may create pressure on management or employees with access to cash or other assets susceptible to theft to misappropriate those assets. 

		



		· Adverse relationships between the entity and employees with access to cash or other assets susceptible to theft may motivate those employees to misappropriate those assets. For example, adverse relationships may be created by the following:

		



		· Known or anticipated future employee layoffs

		



		· Rigid compensation structures that are seen to be inconsistent with expectations 

		



		· Rewarding seniority instead of performance

		



		· Perception among staff of mission drift within the activities of the charity

		



		· Misuse of power or authority

		



		· Conflicts of interests

		



		· Accepting bribes when making decisions on sensitive areas

		



		Opportunities

		



		· Certain characteristics or circumstances may increase the susceptibility of assets to misappropriation. For example, opportunities to misappropriate assets increase when there are the following:

		



		· Mismatch between actual value and recorded value of heritage assets (property, plant and equipment of historical, cultural, artistic or educational significance)

		



		· Fundraising activities (door to door, solicitation, lotteries), from anonymous donors or involving foreign currencies

· Inadequate documentation of promises to give in the future (pledges)

		



		· Transactions (income and expenditure) often undertaken in cash

		



		· Informal banking or cash transfer methods used in areas remote from conventional banking systems

		



		· Inadequate oversight of senior management expenditures, such as travel and other re-imbursements

		



		· Inadequate job applicant screening of employees with access to assets: The presence of volunteers working in the organization who have access to assets susceptible to misappropriation and who have not been adequately screened

		



		· Uncontrolled and unstructured move from cash basis to accrual basis of accounting

		



		· Fixed assets or stock which are small in size, marketable or lacking observable identification of ownership.

		



		· Inadequate internal control over assets may increase the susceptibility of misappropriation of those assets. For example, misappropriation of assets may occur because there is the following:

		



		· Inadequate record keeping with respect to assets

		



		· Inadequate system of authorization and approval of transactions (for example, in purchasing)

		



		· Inadequate physical safeguards over cash, investments, stock, or fixed assets

		



		· Lack of complete and timely reconciliations of assets

		



		· Lack of timely and appropriate documentation of transactions

		



		· Lack of mandatory vacations for employees performing key control functions

		



		· Inadequate management understanding of information technology, which enables information technology employees to perpetrate a misappropriation

		



		· Inadequate access controls over automated records, including controls over and review of computer systems event logs

		



		Attitudes/Rationalizations

		



		· Attitudes/Rationalizations include:

		



		· Perception of lower salary levels in comparison to what could be earned in the for-profit sector.

		



		· The belief by certain officials that their level of authority justifies a lifestyle similar to private sector executives, when their agreed terms of compensation are not sufficient for such life style.

		



		· Tolerance to unacceptable behavior in situations where it may be difficult to dismiss or replace employees or volunteers.

· Tolerance to petty theft

		



		· Disregard for the need for monitoring or reducing risks related to misappropriations of assets

		



		· Disregard for internal control over misappropriation of assets by overriding existing controls or by failing to take appropriate remedial action known deficiencies in internal control

		



		· Behavior indicating displeasure or dissatisfaction with the entity or its treatment of the employee

		



		· Changes in behavior or lifestyle that may indicate assets have been misappropriated

		










The legal template letter and the bank letters:

| would be grateful if you could prepare the legal letter request for your advisers and
send that off. For the bank authority please could you complete and then send to your
bank with a copy to us. We will then attach it when we make our request which should
mean a prompt response. To make our requests please could you also send me the
details of your banks, main branch/address, and the sort code and account number of
the main account you have with them. We will need to circularise all entities where you
have deposits, thank you.

11400.T02 —this is a series of questions to prompt thought regarding any tricky issues —
it is there for guidance only.

12300.TO1 —this is a list of indicators for fraud — hopefully most of the answers will be
no — if you could complete this | will then discuss it with you during the audit.

Many thanks and please do ask if you have any questions.
Kind regards

Nikki

Nikki Loan

Senior manager | Charities and Not for Profit

Deloitte LLP

2 New Street Square, London, EC4A 3BZ, United Kingdom
Tel/Direct: +44 (0)20 7303 4810

nloan@deloitte.co.uk | www.deloitte.co.uk

www.deloitte.co.uk/impact
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	Final agenda 170114
	Audit & Risk Committee meeting
	Agenda for the meeting to be held on Thursday, 30 January 2014 at 11:00 am at Langford Veterinary Services, Bristol


	AI 03 Mins of Nov mtg
	/
	Audit and Risk Committee
	Minutes of the meeting held on 14 November 2013 at 09:30 am at the RCVS, Belgravia House, 62-64 Horseferry Road, London SW1P 2AF

	Members:      In Attendance:
	Ms E Butler   Chair   Mr G A Hockey               Registrar
	Mr R Davis*      Ms C McCann  Head of Operations
	Mrs L V Hill      Mr N Stace  CEO
	Mr D Hughes*      Dr B P Viner  Treasurer
	Ms J Rutherford      Mrs D Wiggins  Secretary
	* Absent
	Apologies for absence
	1. Apologies for absence were received from Mr R Davis and Mr D Hughes.
	Declarations of interest
	Minutes of the meeting on 22 July 2013
	3. It was commented that there was a big gap between meetings – this was because the meeting scheduled for September 2013 had been cancelled.  It was suggested that the November 2014 meeting be brought forward to October in order to have staging point...
	Action: DW
	4. The minutes of the last meeting were accepted as a true record.
	Matters arising
	Approval of external auditors
	5. At the Council meeting held on 12 September 2013, Council appointed new external auditors – Deloitte.
	6. The Committee noted that the first planning meeting held with Deloitte had gone well, but were disappointed that the planning letter was yet to be received.  It was agreed this should be chased.  The Committee agreed to keep the appointment under r...
	Action: HoOps
	Planning for annual accounts and layout
	7. The Head of Operations reminded the Committee that it had agreed the best format for the annual accounts would be the charity SORP as it provided a standard format with enough flexibility for additional information to be added if required – it was ...
	8. There was discussion about how the RCVS might wish to streamline the Annual Report and RCVS Facts into one document and how the annual accounts could be used.  Concern was expressed that useful data should be retained for the benefit of the profess...
	Action: CEO
	Risk Register
	9. The Registrar updated Committee on the outcome of the afternoon session of the Council meeting held on 7 November 2013.  The purpose of the session had been to achieve Council buy-in and reach a consensus on the corporate Risk Register.  Key aspect...
	 the risks identified while useful to the Senior Team and the Operational Board, were too detailed and operational for Council, for which only the strategic risks should be identified;
	 as anticipated, Council had a greater awareness of external risks, in the UK and overseas;
	 the risk scoring could be reviewed and whether the gross risk could be omitted; also that a catastrophic risk occurred only if the College might as a result have its statutory function removed.
	10. The CEO re-iterated the positive processes undertaken and highlighted:
	 the need to go through the strategic plan to pick up issues to have opportunities to create income;
	 Council wished to identify 3 – 4 mega risks that members and staff would lose sleep about i.e.
	- loss of regulatory powers
	- loss of confidence
	- fraud and financial sustainability
	11. The Committee was pleased to note the level of discussion the paper generated and the idea of having a pyramid for strategic risks was approved; and with Council engagement in the process. The Committee commented that an understanding of gross ris...
	Action: CEO
	12. Relating to Annex B of the paper, ‘RCVS Corporate Risk Register (Draft August 2013) the Committee commented:
	URisk # 7:
	 7a was an example where ARC was given as a control, but the ARC had not seen the RCVS’s budget as part of its remit and, in any case, were not in a position to offer assurance, which would be provided more appropriately by the Operational Board;
	 7b was queried whether it should be in the ‘further action’ column and that the Committee oversees the financial controls and is not/does not apply the control.
	Financial Controls
	13. The Head of Finance and the Registrar introduced the financial controls and confirmed that much followed what was already current practice, but the document recorded control, providing clarity and certainty of the requirements for commitment to ex...
	14. During discussion it was noted:
	 that the controls relating to salaries related to the decision-makers rather than the process by which the salary was considered and any bonus agreed, which included benchmarking and input from department managers;
	 the role of Treasurer was key: should a Treasurer be laissez-faire about the role, whilst there was an internal reporting system, there could become gaps if these spot checks/controls are not carried out.  It was agreed that the Committee will be pr...
	15. The Committee noted the RCVS response to the McKelvey Report (that had been provided to the Chairman before the RCVS Council meeting in November), which confirmed that largely the recommendations had been implemented and the ARC could now regard t...
	Action: HoOps
	Future items for discussion
	16. Internal audit – January 2014.  Noted
	Terms of reference – March 2014.  Noted  [This will move to April 2014, see minutes below.]
	Any Other Business
	17. There was no other business.
	Dates of next meetings
	January 2014 - Bristol
	18. The current date set was Wednesday, 29 January 2014.  Committee was to check diaries to consider Thursday, 30 January 2014 as a second potential date.  If no consensus could be reached then the original date (Wednesday) would be confirmed.
	Action: DW / Committee
	19. Video conferencing should be available at the meeting in order to invite the Auditors to join the meeting from their offices.
	Action: DW / HoOps
	20. Once the date is confirmed, travel will be arranged to/from London for Committee members to travel together.  [Committee will make its own arrangements to reach London.]
	Action: DW
	21. Suggested timings (to be confirmed) were:
	Arrive mid-morning
	1½ hr meeting
	Lunch
	1½ hr tour – equine/large animal/small animal facilities
	Late pm, return to London
	March and May 2014 - cancelled
	22. It was reported that there were meetings set in March and May 2014.  However, there needed to be a meeting after 16 April in order to present the audit papers for Council in June – the scheduled May meeting was too late.
	23. It was agreed to cancel the meetings scheduled for Wednesday, 26 March and 28 May 2014 and combine them into one new meeting in April.  Provisional dates were: Wednesday, 23 April or Friday, 25 April 2014; Committee was to check their diaries for ...
	Action: DW / Committee
	Dawn Wiggins
	Secretary, ARC
	020 7202 0737
	30TUd.wiggins@rcvs.org.ukU30T
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	To agree the way forward
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