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The current 
situation
The ongoing Brexit negotiations have 

created considerable uncertainties for many 

organisations and this has been exacerbated 

by the recent delay in the Commons vote on 

the Brexit deal, potentially prompting further 

negotiations with the EU; there is definitely 

further turbulence on the horizon! 

The UK’s Brexit date of 29 March 2019 is fast-

approaching. So what role does Internal Audit 

play in an organisation’s Brexit life cycle? What 

is the role of Internal Audit during Brexit? To 

explore these questions further, we look at what 

Internal Audit should be doing in assisting their 

organisation in its planning and preparations 

for Brexit, and managing the Brexit risks under 

all scenarios including both a deal or no deal 

scenario. There is also the possibility that the 

UK may even decide to remain in the EU, and 

as the mantra goes, ‘nothing is decided until 

everything is decided’.
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Assessing the likely 
impact of Brexit on 
the organisation
Understanding the likely impact of Brexit on 

the organisation provides a basis for identifying 

the key areas of focus for the organisation. The 

starting point for this assessment would be the 

organisation’s assessment of the likely impact 

of Brexit on its operations – most organisations 

would probably have conducted a formal 

assessment by now and, if the assessment was 

of a significant impact, then it’s likely that a 

Brexit project would have been established. 

If no such assessment has been conducted, 

then Internal Audit should consider whether this 

would be a worthwhile exercise to undertake, 

even if to reassure the business that key risks 

have been considered and appropriate plans 

put in place. If more acceptable to management 

and given the approaching deadlines, Internal 

Audit could also work with specialist second-

line risk management functions to assess key 

risks.
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Feeling the heat
First and foremost, Internal Audit should 

produce a provisional heat map to check the 

temperature range across the organisation’s 

Brexit landscape, with the aim of locating 

hotspots which require attention and 

prioritisation. This will ensure appropriate 

responses are put together and resources are 

allocated proportionately to the different areas 

of need based on prioritisation.
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Planning for the 
unexpected
With the 2019 audit year starting, audit plans 

need to be finalised (if not finalised already!). 

These should have a particular focus on 

Brexit given that it is likely to be one of the 

most disruptive events of recent times. Now, 

finalisation does not mean that the audit 

plan should be set in stone as 2019 will be an 

unpredictable audit year particularly for those 

organisations that will likely be significantly 

impacted by Brexit. 

Remember too that a lengthy transition period 

after 29 March 2019 of at least two years will 

also create disruption and uncertainties for 

every organisation.

To that end, the audit plan should be flexible 

and agile and ready for tactical changes as 

unforeseen risks may emerge and previous 

assessments may become inappropriate. 

Moreover, the audit universe should attempt to 

cover all the key Brexit risks and be refreshed 

frequently as negotiations continue and 

outcomes become clearer.

There will also be Brexit projects underway 

within the organisation that require support 

from the Internal Audit team. Resources will 

need to be allocated to these projects. 
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Knowledge is 
power
Specialist knowledge and experience may be 

required in certain Brexit areas: for example, 

regulation, legal, IT and human capital. As such, 

Internal Audit teams should be resourced with 

individuals who have the relevant skills-set 

including reliable analytical independence to 

ensure sufficient coverage of all the key Brexit-

related areas. Internal Audit teams may need 

to reach out to internal and external support 

(co-sourcing partners) to cover any shortfalls in 

resources and capabilities. 

Embracing the Brexit challenges will also bring 

about new opportunities for the team which 

will allow teams to gain a new experience and 

develop new skills and knowledge.
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Brexidus and a  
divided continent
Most Internal Audit teams are comprised of 

individuals from many nationalities, including 

many from the EU . As such, Internal Audit teams 

will need to ensure its team is not adversely 

impacted as a consequence of changes in 

the employment status and immigration laws 

due to end of the ‘free movement of workers’ 

as a result of Brexit. Plans will need to be put 

together to retain existing staff to ensure the 

effective functioning and continuity of Internal 

Audit so as to be able to deliver on projects. 

These staff retention concerns extend equally 

to all areas of an organisation to cover its 

key employees and everyone else too. This 

is an important consideration within project 

planning. 
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Steadying the ship 
and the backstop
Internal Audit should play a key independent 

role in shaping the organisation’s Brexit 

response and mitigating any adverse effects. As 

such, Internal Audit need to be well-informed 

and up to speed with all the key developments 

in the organisation. This means being much 

closer to the organisation’s business activities, 

management and decision-making committees. 

It will be important to ensure Internal Audit has 

representation on all key Brexit governance 

committees, and is well engaged in the 

discussions that take place in order to have an 

oversight of the key decisions made and plans 

agreed. Internal Audit should act as a ‘backstop’ 

and provide robust challenge to management 

on the assumptions and plans made through 

constructive dialogue, and provide an 

independent perspective.  
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Scenario planning in 
a post-Brexit world 
Internal Audit should provide robust 

independent assurance for the scenario 

planning and risk assessments performed 

by management, critiquing the approach 

methodology and findings for sufficiency and 

resultant pragmatic actions. Scenario planning 

and simulations can be very subjective and 

involve a lot of moving parts which can change 

all the time as the assumptions change, hence 

more assurance is required from independent 

scrutiny. 

Some organisations have not even completed 

their scenario planning and it will be critical 

for Internal Audit to push the agenda and 

ensure these actions are completed as a matter 

of urgency – don’t leave any planning and 

decisions to the ‘cliff-edge’. Internal Audit can 

also provide a helping hand in carrying out the 

scenario planning.  
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Bre-’Exit’ plans
Many organisations already have exit plans and 

risk mitigation strategies in place to address 

key Brexit outcomes. There are also regulatory 

expectations from the FCA and PRA to have 

necessary plans in place. The exit plan and risk 

mitigation strategies should be informed by the 

assessments performed by the organisation. 

Internal Audit should review the exit plans put 

together to ensure they are accurate, relevant, 

adequate and feasible. Internal Audit should 

assess the adequacy of the resource allocations 

(financial, technological and human capital) 

to ensure that the plans can be successfully 

implemented within the tight timelines 

required.    
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Facing up to ‘Project 
Fear’
Internal Audit can assist with, or undertake 

independently, specialist Brexit reviews both 

during and after Brexit. Such reviews may 

include the following:

• Operating model

• Stress tests performed

• Debt covenants

• Regulations and the new regulatory

environment

• Taxation and transfer pricing

• Commercial contract concerns

• Contract provisions and enforceability

• Financial instruments including derivative

portfolio’s

• Potential business opportunities.
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Managing 
business-as-usual
There will be a vital need to provide ongoing 

monitoring and support post-Brexit. Internal 

Audit will also need to weigh the Brexit-related 

commitments against other business-as-usual 

risk priorities and ensure that these are not 

being compromised. 

Striking the right balance will always be 

challenging between maintaining focus on 

business-as-usual activities and emerging 

risks. Internal Audit will need to consider the 

implications on the Internal Audit budget and 

resourcing, and ensure they are aligned with 

its business deliverables. 
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Brexit psychology - 
managing emotions 
and sensitivity
Brexit can be an emotive topic for many and 

this will also be the case within the Internal 

Audit team. Internal Audit teams should 

be clear about the important independent 

assurance role they play within organisations 

and not let Brexit-linked emotion compromise 

Internal Audit’s role as an independent voice in 

the organisation. 

Internal Audit teams should be aware of the 

effect of unconscious bias on the reported 

outcomes of any reviews and ensure these are 

sufficiently mitigated. Unconscious bias may 

also affect the ways in which its analysis is 

accepted by senior business management.
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Reining in the 
rebels
Internal Audit should review the governance 

and oversight arrangements in place around 

the procedures for managing the change 

activities resulting from Brexit and provide 

assurance that the Brexit Steering Group is 

delivering on its commitments and all parts of 

the business are acting in a congruent manner.
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Reporting the facts 
and not the fantasies
There may be a need to change how the 

Internal Audit function operates and reports 

given that the Brexit process is fast-moving 

which will mean that reporting will need to be 

more frequent, and informal updates may need 

to be provided on a real-time basis.  
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The day after
After the dust settles and everything is all said 

and done, still try to have your cake and eat 

it! And don’t forget the cherries! 

Remember that the only constant in life is 

change; those change-related risks are what 

always need to be identified and mitigated for 

every organisation.
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