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AUDIT AND RISK COMMITTEE REPORT

Members & meetings
The Group’s Audit and Risk Committee (“the Committee”) is chaired by Neil MacDonald. Its members and their attendance at 
meetings during the year are highlighted on page 37. The Committee meets not less than four times a year in a formal capacity  
and forms sub-groups to address specific matters as necessary outside of these meetings.

Role of the Committee
The Committee’s primary responsibilities are to:

• Oversee the relationship with the external auditors and make recommendations to the Board on the appointment and 
remuneration of the auditors

• Review the conduct and control of the annual audit and the operation of the internal controls and advise the Board on principal 
risks and uncertainties

• Review the adoption of and compliance with the relevant Corporate Governance Code 

• Review annually the Company’s anti-bribery and corruption policy

• Review the Company’s procedures for handling reports by ‘whistleblowers’

Terms of Reference
The Board fully supports the underlying principles of Corporate Governance contained in the Corporate Governance Code  
(“The Code”) and adopted the 2013 Quoted Companies Alliance Code for Small and Mid-sized Quoted Companies (“the QCA Code”).  
In the 2016 and 2017 Annual Reports this Code is reported against.

A revised QCA Code was released in April 2018. The Board has reviewed the revised Code and approved its adoption. The 
responsibility for ensuring compliance and accurate reporting of Corporate Governance resides with the Audit and Risk Committee 
(“the Committee”). Corporate Governance will be continually monitored and reviewed formally by the Committee annually, following 
publication of the report and accounts each year.

Full details of the extent and nature of compliance can be found on the Company’s website along with the terms of reference  
for the Committee.

External audit
The Group’s external auditors are Grant Thornton UK LLP (“Grant Thornton”). They were first appointed at the Group’s 2008 AGM 
following a casual vacancy that was filled by them after their merger with RSM Robson Rhodes LLP, the Group’s incumbent auditors 
at that time, in July 2007.

The Committee will ensure that at least once every ten years the audit services contract is put out to tender to enable comparison 
of the quality and effectiveness of the services provided by the incumbent auditor with those of other audit firms. 

Accordingly, in February 2018 the Group issued an invitation to tender to six firms for audit and tax services. Each firm was offered 
a meeting with the audit tender project team and on 22 March 2018 the Committee received five formal written responses to the 
invitation to tender. Three firms were shortlisted by the Committee and invited to a presentation stage. Following a rigorous process 
scored on a predetermined matrix, on 27 April 2018 the Committee recommended to the Board that Grant Thornton UK LLP be 
retained as auditors which was ratified.

The Committee has unrestricted access to the Group’s auditors and will ensure that auditor independence has not been compromised. 

The Committee met with Grant Thornton twice during the year to approve the annual audit plan and after the conclusion of the 
audit when the audit findings were presented.

In order to ensure the independence of the external auditors, the Committee monitors the non-audit services provided by them  
to the Group. 

Market Abuse Regulation 
The Committee periodically reviews the impact of the Market Abuse Regulation including its treatment of inside information;  
the relationship with our stockbrokers and analysts; the obligations of Persons Discharging Managerial Responsibilities; and the 
Company’s share dealing code. Appropriate measures are taken to ensure compliance with the implementation of the EU Market 
Abuse Regulation which came into effect from 3 July 2016.

Significant matters addressed during the year
During the year in carrying out its main responsibilities the Committee estimates it has spent its time in the following proportions:

■ Governance 30%
■ Risk management 30%
■ Financial reporting 15%
■ Audit 25%

How the Committee has spent its time
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Internal controls
Details of the key risks which the Group faces, the key controls in place to control those risks and the system of risk management 
adopted by the Group are set out on pages 26 to 29. The Committee has evaluated the effectiveness of the internal controls and  
the risk management system operated. The evaluation covered all controls including financial, operational, risk management  
and compliance.

In prior years the Alternative Energy Division (‘AE’) has been an area of particular focus due to the nature of the business  
being different to the other manufacturing divisions and following the global restructuring. It is pleasing to note that the  
control environment has improved through the year, supported by implementation of a divisional Enterprise Resource Planning 
(“ERP”) system. 

Post-acquisition integration continues to be considered, particularly where the acquired businesses are SMEs and unfamiliar  
with some aspects of corporate governance.

In the coming year the Committee will be focused on the planned investment in ERP systems in both the PMC and CSC Divisions, 
which underpin the continuous improvement in the internal control environment.

The Group continues to evolve and the Committee will review and advise on the design and operation of internal controls. 

Pressure Technologies plc does not have a specific internal audit department. The need for an internal audit department 
is considered from time to time but currently it is regarded that the costs would outweigh the benefits. If required, external  
specialists are brought in to perform specific reviews of areas considered a risk. During the year consultants have been engaged  
for specific tax matters. 

Contract accounting judgements
As explained more fully in our accounting policies on page 60, the Cylinder and Alternative Energy Divisions derive  
a significant proportion of their turnover from contracts that span one or more years and are accounted for under the  
relevant accounting standards.

Contract costs and revenues may be affected by a number of uncertainties that are dependent on the outcome of future events  
and therefore estimates may need to be revised as events unfold and uncertainties are resolved. 

During the year, the Committee examined the judgements and methodologies applied to key judgements and were in agreement 
with the position adopted.

Impairment and going concern
The Committee reviewed and considered the papers relating to the impairment and going concern disclosures in the Annual Report 
and Financial Statements. 

Contingent liabilities
The Committee reviewed the contingent liabilities disclosure set out in note 31 of the Financial Statements and were satisfied  
it fairly reflects the current circumstances. 

Other
The Committee reviewed the Group’s exposure under the Criminal Finances Act which became law in April 2017 with new offences 
becoming effective 30 September 2017.

The Group has operated a ‘whistleblowing’ policy and arrangement for many years so that all employees of the Group are able, via 
an independent external third party, to confidentially report any malpractice or matters of concern they have regarding the actions 
of employees, management and Directors and any breaches of the Company’s Anti-Bribery and Corruption policy. No matters have 
been reported to the Chair of the ARC, who is the nominated contact for the third party provider, in the year.

There were no instances of actual or suspected fraud that have been reported to the Committee during the year, however, 
one instance of suspected fraud was reported to the Committee post year end.

Approved by the Board and signed on its behalf by

Neil MacDonald 
Chairman of the Audit and Risk Committee
10 December 2018


