
Non-Audit Services
The External Auditor may be appointed to provide non-audit 
services where it is in the Group’s best interests to do so, 
provided a number of criteria are met. These are that the 
External Auditor does not:

• Audit their own work

• Make management decisions for the Group

• Create a conflict of interest

• Find themselves in the role of an advocate for the Group

All projects where forecast expenditure may exceed £10,000 
were approved by the Audit Committee. In 2019, Deloitte 
were engaged to provide due diligence on a potential 
acquisition. The fee was £175,000 (above the £10,000 
threshold). Deloitte LLP has been the Group’s External Auditor 
for 12 financial years. Following the positive outcome of a 
performance and effectiveness evaluation undertaken by the 
management, the Audit Committee concluded that it was 
appropriate to recommend to the Board the re-appointment 
of Deloitte LLP as the Group’s External Auditor for the next 
financial year. The Group will comply with the FRC ‘Revised 
Ethical Standard 2019, which will restrict the services permitted.

Internal Audit
Internal Audit at AMS is managed and delivered by an external 
firm of Auditors, RSM UK, who provide this service under the 
direction and guidance of the Audit Committee. Against an 
agreed mandate, this function performs independent Internal 
Audit across the Group. An Internal Audit strategy and an annual 
Internal Audit plan are approved by the Audit Committee each 
year. Internal Audit reviews areas of potentially significant risk 
and substantial process improvement and provides assurance 
that key controls are effectively designed and operated 
consistently. Audit reports are produced to convey the extent of 
control assurance derived from the formal testing of controls. 
RSM UK’s findings and recommendations are reported directly 
to the Audit Committee.

The Audit Committee:

• Reviews and approves the charter of the Internal Audit 
function and ensures the function has the necessary 
resources and access to information and the Group’s 
employees as necessary to enable it to fulfil its mandate 
and is equipped to perform in accordance with appropriate 
professional standards for Internal Auditors.

• Approves the appointment and the termination of the 
Internal Auditors.

• Ensures the Internal Auditor has direct access to the 
Board Chairman and to the Committee Chairman and is 
accountable to the Committee.

• Reviews and assesses the annual Internal Audit work plan.

• Receives a report on the results of the Internal Auditors work 
at least twice per year.

• Reviews and monitors management’s responsiveness to the 
Internal Auditor’s findings and recommendations, and follows 
up on the corrective actions taken.

• Monitors and reviews the effectiveness of the Company’s 
controls in the context of the Company’s overall risk 
management system.

All Internal Audit reports are discussed with the Audit 
Committee and the External Auditor, and the recommendations 
are considered and acted upon. RSM UK attends Audit 
Committee meetings twice a year and updates the Audit 
Committee in writing ahead of each Committee meetings.

In 2019 the Internal Auditor reviewed previous audit reports and 
undertook a ‘Healthcheck’ of AMS’ control environment and 
assurance needs. The recommendations of Internal Audit were 
accepted by the Audit Committee and acted upon. 

The role of Internal Audit was reviewed in 2019. It was 
determined that internal audit should be focused on controls, 
driven by corporate governance and effective risk management, 
with audits focusing on key risks. A three-year Internal Audit plan 
was discussed in detail and agreed in March 2020.

The Group also calls on the services of external bodies to 
review the controls in certain areas of the Group. The quality 
assurance systems are reviewed by the Group’s Notified Bodies, 
the British Standards Institute (BSI), TÜV Rheinland LGA Products 
GmbH, PCBC, Dekra and Lloyds Register, on a regular basis.

The Internal Controls Framework is available for all employees 
to view on the Intranet. Updates are driven by an underlying 
process change or by the outcomes of Internal Audit projects. 
Issues are identified, the policies are updated and then approved 
by the Chief Financial Officer. The updated policies are then 
formally approved by the Board.

Risk Management and Internal Controls
The Board takes responsibility for the Group’s system of 
internal control and for reviewing its effectiveness, taking 
guidance from the Audit Committee. The Board monitors and 
reviews all material controls including financial, operational 
and compliance controls. Risks arising from operations can 
only be managed rather than eliminated. Only reasonable and 
not absolute assurances can be made against material loss or 
misstatement. Key features of the internal control system are:

• The Group has an organisational structure with clear 
responsibilities and lines of accountability. The Group 
promotes the values of integrity and professionalism. 
The members of the Board are available to hear, in 
confidence, any individual’s concerns about improprieties.

• The Board has a schedule of matters reserved for its 
consideration. This schedule includes potential acquisitions, 
capital projects, treasury policies and management systems, 
risk management systems and policies, approval of budgets, 
re-forecasts, Health and Safety and Corporate Governance.

• The Board or the Audit Committee reviews the Risk Register 
at least twice a year.

• The Board monitors the activities of the Group through the 
management accounts, monthly and full year forecasts 
and other reports on current activities and plans. The Senior 
Management Team, at least monthly, monitors financial and 
operational performance in detail.

• The Group has set appropriate levels of authorisation which 
must be adhered to as the Group carries out its business.
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• An Enterprise Resource Planning (ERP) system with in-built 
controls over process and authority, minimising manual 
intervention and overall strengthening controls is in place 
in the UK, the Netherlands and Germany, with appropriate 
equivalent systems in other jurisdictions

• The Group operates a ‘whistle-blowing’ policy enabling any 
individual with a concern to approach any of the Non-
Executive Directors in confidence

As part of the External Auditor’s annual review process, any 
weaknesses identified in the Group’s internal control system 
are reported to and discussed with the Audit Committee and 
corrective actions are agreed.

Maximising long-term shareholder value is a key corporate 
objective for the Group, recognising that creating value is the 
reward for taking and accepting risk. The Directors consider risk 
management to be crucial to the Group’s success and give it 
a high priority to ensure that adequate systems are in place to 
evaluate and limit risk exposure.

Management formally reviews the Risk Register at least twice 
a year. Risks are evaluated for both likelihood and financial 
impact and scored against both criteria. This is used to identify 
the most significant risks the business faces. These risks have 
been identified and are discussed in more detail in the Strategic 
Report on pages 44 to 47. Actions are agreed to mitigate 
the risks.

At each review, progress on actions is assessed and further 
actions may be identified. Risks are re-scored and the effects 
of mitigating actions taken are used to identify a residual risk 
score. Management also gives consideration to other risks 
that have been identified, scores these risks to understand 
the significance and assigns actions to be taken to mitigate, if 
required. The process for identifying, evaluating and managing 
the risks faced by the Group is ongoing throughout the year.

Management report to the Audit Committee at least twice a 
year on the Risk Register. The Board or the Audit Committee 
reviews the Group’s Risk Register and the effectiveness of 
Management’s actions to mitigate the risks.

As part of the External Auditor’s annual review process, any key 
risks and areas of audit focus are also identified and agreed with 
the Audit Committee.

Steve Bellamy
Chair of the Audit Committee

7 May 2020
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