
Dear Shareholder,
I am pleased to present the Audit Committee report for the year 
ended 31 December 2020. This report details how the Audit 
Committee fulfilled its responsibilities during the year.

The Committee consists of three Independent Non-Executive 
Directors and one Non-Independent Non-Executive Director, who 
between them have a balance of recent and relevant financial and 
accounting experience, and general business knowledge. 

The Committee meets at least three times a year generally just 
prior to Board meetings to facilitate immediate and efficient 
reporting to the Board, with additional meetings where necessary. 
The Chair, CEO and CFO (together with members of the finance 
team as appropriate), and the other Non-Executive Directors also 
attend by invitation. The external and internal auditors are invited to 
each meeting.

This year there were additional meetings relating to the appointment 
of Internal Auditors and subsequently to receive their first internal 
audit report. This is described further later in the report.

The normal pattern of meetings follows the public reporting and 
audit cycle, with meetings to consider the external audit plan; the 
half year announcement together with the external auditors’ review 
of those results; and the full year Report and Accounts, again with 
the external auditors’ observations and opinions. This pattern is 
likely to evolve to allow for the timely reporting back of internal audit 
findings in the future.

The Committee also meets separately at least once a year with 
the external and internal auditors without others being present. 
The Chair of the Committee maintains a regular dialogue with the 
Chief Financial Officer and his team and with the external and 
internal auditors.

Role and responsibilities
The Committee’s role is summarised at the beginning of this report. 
The Committee works within a framework of approved terms of 
reference which are reviewed annually.

In fulfilment of its role and responsibilities the Committee:

• reviews Gamma’s financial statements and finance-related 
announcements, including compliance with statutory and listing 
requirements;

• considers whether these statements and announcements 
provide a balanced and understandable view of Gamma’s 
strategy and performance, and of the risks surrounding internal 
financial controls. Other risks are considered by the Risk 
Committee, the ESG Committee and by the Board as a whole;

• considers the appropriateness of accounting policies and 
significant accounting judgements and the disclosure of these in 
the financial statements;

• reviews the effectiveness of financial controls and systems. The 
Committee’s consideration of internal audit matters; and

• oversees the relationship with and performance of the external 
and internal auditors. 

Audit Committee Role 
The Audit Committee’s role is to provide effective 
governance over Gamma’s financial reporting, including 
the adequacy of disclosures made in the financial 
statements; to review the performance of the external 
auditors; to provide oversight of the Group’s systems of 
internal financial control; and to report to the Board on 
these matters.

Membership
The members of the Audit Committee and the meetings 
attended are:

Meetings attended
Alan Gibbins (Chair) 5/5
Martin Lea1 3/3
Henrietta Marsh 5/5
Wu Long Peng2 2/2
Charlotta Ginman2 2/2

1 Marin Lea retired from the Committee on 30 October 2020
2 Membership from 30 October 2020

Changes to the membership of Board Committees were made in 
October 2020 with, in the case of the Audit Committee, Martin Lea 
stepping down and Wu Long Peng and Charlotta Ginman joining 
the Committee.

Alan Gibbins
Chair
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developed appropriate audit tools for this purpose. The importance 
of frequent contact to offset losing the immediacy of a physical 
presence was also highlighted.

The Committee discussed the materiality used by Deloitte for their 
audit of the Group Financial Statements. It is satisfied that the 
materiality thresholds used for reporting to the Committee are 
such as to give the Committee good oversight of the adequacy of 
the Group’s accounting; and that specific procedures in Germany, 
including specific opening balance sheet testing, and a desktop 
review of the results of the Group’s other European businesses 
continues to be appropriate at this stage. These businesses are 
subject to full local audits subsequent to the completion of the 
Group accounts where legally required in country. This is discussed 
later in this report.

Further details of Deloitte’s audit and their conclusions thereon are 
contained in their audit opinion on pages 88 to 93. 

Consideration of the audit appointment is given at the end of this 
Audit Committee report.

Accounting policies, practices and judgements
The selection of appropriate accounting policies and practices is 
the responsibility of management, and the Committee discussed 
these with both management and the external auditors.

Revenue recognition
The auditors and the Committee continue their focus on the 
complexity of auditing the area of revenues (to ensure the 
accuracy of billings to clients). The Audit Committee continues to 
be satisfied as to the robustness of the reporting of revenues and 
associated costs.

Purchase price accounting for Voz Telecom and HFO
The acquisition accounting for these companies was agreed as 
appropriate. Both companies have performed in line with revised 
expectations since acquisition (i.e. taking into account the effect 
of COVID-19 on the local economy) and no adjustments are 
considered necessary to the contingent consideration, goodwill 
or intangible assets established at the time of acquisition.

Other areas of judgement
In other areas such as revenues from contracts with customers; 
accounting for leases; the capitalisation of internal development 
costs; the carrying value of fixed assets; the calculation of the charge 
for share based payments; and provisions for taxation; the Committee 
has satisfied itself that Gamma’s processes and procedures are such 
that each continues to be properly accounted for. 

Overseas subsidiaries
As described earlier in this report, Deloitte perform specified 
procedures for HFO and desktop reviews of all other overseas 
subsidiaries as part of their annual audit. The relevant companies 
are subsequently subject to full audits by local audit firms where 
legally required in country. As the Group expands, the results of 
overseas subsidiaries are becoming more material and we will be 
moving to appoint Deloitte or another firm to carry out audits of 
these companies to the Group timetable. The Audit Committee 

Activities of the Committee during the year
In fulfilment of the Committee’s responsibilities, the Committee’s 
activities have focused on financial reporting and the related statutory 
audit; and on the assessment of internal financial controls.

Financial reporting and statutory audit 
The Committee has reviewed with both management and the 
external auditors the half year and annual financial statements, 
focusing on:

• the overall truth and fairness of the results and financial position, 
including the clarity of disclosures shown in the statements and 
their compliance with statutory, listing and best practice 
requirements. This includes accounting disclosures and whether 
at least equal prominence is given to GAAP results where 
non-GAAP amounts are disclosed. The Audit Committee is 
satisfied that Gamma continues to be transparent and offer only 
non-GAAP measures where these are required to assist users 
of the accounts to understand the financial performance with 
greater clarity;

• the appropriateness of the accounting policies and practices 
used in arriving at those results;

• the resolution of significant accounting judgements or of matters 
raised by the external auditors during the course of their half year 
review and annual statutory audit. Key issues are described in 
more detail below; and

• the quality of the Annual Report taken as a whole, including 
disclosures on Governance, Strategy, Risks and Remuneration, 
and whether it gives a fair, balanced and understandable picture 
of the Group.

As an AIM-quoted company, Gamma is not required to comply fully 
with the UK Corporate Governance Code, but seeks nevertheless 
to comply in all material respects. The Company has for the last 
three years adopted the QCA Governance Code issued by the 
Quoted Companies Alliance in 2018, and the Committee has 
satisfied itself that Gamma continues to comply with that Code.

External audit – accounting matters
The Committee discussed, challenged and agreed with Deloitte 
LLP, the external auditor, their detailed audit plans prepared in 
advance of the audit, which set out their assessment of key audit 
risks and materiality. These risks and other matters arising from 
their reviews and audit were also challenged and discussed in the 
appropriate meetings. Key areas were:

• Intangible assets: the valuation of customer contract intangible 
assets identified as part of the acquisitions of HFO and Voz 
Telecom;

• Revenue: accuracy of volume and pricing of indirect usage 
revenue; and

• the risk inherent to all companies of management override 
of controls.

The Committee discussed Deloitte’s ability to carry out the audit 
remotely, with most Gamma employees working from home in 
response to the COVID-19 pandemic and noted that they had 
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Fees
A full review of the Group audit fees was carried out and the 
Committee is satisfied that the fees being paid are appropriate for 
the size of the Group, its increased complexity and the changing 
regulatory environment.

No significant non-audit fees were paid to Deloitte. A formal policy 
regarding the provision of non-audit services by the external 
auditors will be agreed during 2021.

Appointment of external auditors
Deloitte LLP were appointed as Gamma’s external auditors for the 
first time for the year ending 31 December 2015 with reappointment 
approved annually thereafter. The Deloitte partner responsible for 
the Gamma audit, Andrew Bond, has rotated off the audit having 
served for five years and has been succeeded by Mark Tolley. 

For the financial year ending 31 December 2021, the Committee 
has recommended to the Board that Deloitte LLP be reappointed 
and the Board will be proposing their reappointment at the AGM.

Alan Gibbins 
Chair Audit Committee 
22 March 2021

have evaluated how the local companies report into Group and 
recognise that management has been working hard to ensure that 
local reporting is improving and accounting policies are materially 
in line with Group.

Assessment of internal financial control
Management is responsible for putting in place internal financial 
controls over financial reporting to protect the business from 
identified material risks; and that those controls are adequate in the 
face of COVID-19 restrictions.

Key Indirect revenue and certain other controls are reviewed by 
Deloitte during the course of their external audit but such reviews 
are only in support of their statutory audit opinion and as such are 
not the main focus of their work. 

Businesses recently acquired have less sophisticated financial 
controls than the UK business and Gamma continues to develop 
processes to enable it to roll out controls appropriate for the size 
of each business acquired.

As described in this report last year, over the last few years Gamma 
has commissioned internal audit work from external firms on various 
areas including the billing system, the partner settlement process, 
and controls over physical stock. It also commissioned internal 
controls health checks on overseas subsidiaries. However, it was 
recognised that with the growth and increased complexity of the 
business, including UK and foreign acquisitions, that the Group needs 
to move toward a more formal internal audit arrangement. 
Accordingly, a competitive tender process between two big four firms 
was undertaken with the firms putting forward their proposals in 
written documents and face-to-face presentations to the Audit 
Committee. The Committee unanimously chose PwC for the role, with 
their lead partner taking the role of Head of Internal Audit reporting to 
the Audit Committee, with a dotted reporting line to the CFO.

Since their appointment in September 2020, PwC have agreed an 
Internal Audit Charter with Gamma; have presented their plan for 2021 
(with the number of audits being increased after discussion with the 
Audit Committee); and in December presented their first report, on 
Company level controls. A number of recommendations relating to 
Group risk governance were made and are to be taken forward by 
management who will report back both to the Audit Committee and 
where appropriate, to the Risk Committee. The two committees will 
coordinate carefully to ensure a seamless approach to risk.

Effectiveness
The Committee is pleased to report that Gamma and Deloitte 
continue to work together and communicate well and that the 
external audit has run smoothly and constructively.
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