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High Speed Two (HS2) Ltd
Audit and Risk Assurance Committee Meeting

Minutes

26 January 2016

HS2 Ltd Board Room, One Canada Square, London E14 5AB

Present

Neil Masom (Chair)
Jo Valentine
Roger Mountford

In attendance

Simon Kirby, Chief Executive (part time)
Steve Allen, Chief Financial Officer
XXXX, National Audit Office
Peter Gregory, HR Director (part time)
XXXX, Interim General Counsel
XXXX, Director, Risk and Assurance
XXXX, National Audit Office
Alistair Kirk, Programme and Strategy Director
XXXX, Head of Internal Audit HS2 Ltd
XXXX, Director of Finance Operations
XXXX, Trainee Solicitor
XXXX, Finance and Corporate Services Director
XXXX, Head of Quality

Apologies

Apologies for anticipated late arrival were received from Simon Kirby who would be
late for the meeting due to train delays.

1. Declaration of Interests
1.1. Other than the interests declared in the Company’s Register of Interests,

there were no other interests.

2. Minutes of Previous Meeting and Matters Arising
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2.1.1. The minutes of the meeting held on 26th November 2015 were approved
and signed by the Chair subject to the following amendments:
2.1.2. In minute 3.1.4 the words “With a stress test to confirm the

direction of travel” in the last line are deleted and replaced with
the words with testing to confirm that the work is providing
reliable data.

2.1.3. In minute 4.1.1 a typographical error is corrected, the word
“prosed” in the penultimate line being deleted and replaced
with the word “proposed”.

2.1.4. In minute 4.1.2 the reference to “2015/2016” in line 1 is deleted
and replaced with “2016/2017” and the word “May” in line 2 is
deleted and the word “March” inserted in lieu.

2.1.5. In minute 5.1.4 the typographical error is corrected, the
abbreviation “NA” in the first line being replaced with the
abbreviation “NAO”

2.2. In minute 3.3 the Director Risk and Assurance queried the view of the
Board in response to the draft Risk Appetite Statement. The Chairman
reported that it had been discussed by the Board and thanked the
Committee and the team for their contributions. The statement had
been generally approved at the Board subject to ongoing review for
publication. It had been reviewed by the Corporate Affairs team with a
view to ensuring that it was suitable for public dissemination. The
Committee agreed that the statement should be published subject to
the changes highlighted by the Corporate Affairs team.

ACTION:
To publish the Risk Appetite Statement,

subject to making the changes suggested by the
Corporate Affairs Department

Director Risk and Assurance

2.2 The list of Action Points from the previous meeting was reviewed. It was noted
that the action log had been updated and progress on the actions was noted.
The Committee asked for an additional column indicating the dates for when
actions would be completed.

ACTION
Insert dates for completion column in Action Log

with dates for actions still open inserted
Assistance Company Secretary

2.3 The Committee reviewed item 153 of the Action List and the Finance and
Corporate Services Director reported that he was working with the
information management team to progress this matter and would revert with
a date for completion.

ACTION:
Provide date for closure of Action No 153
Finance and Corporate Services Director
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2.4 The Committee reviewed item 154 of the Action List and considered its scope
in relation to the emerging reporting methods and new year end plan and its
timing

3. Assurance
3.1.1. The Chairman opened the discussion by reflecting on the work of

the Committee in the previous year and considering the areas to
which the Committee might wish to give attention in the
forthcoming year. He reminded the Committee that the Board had
commented that this would be an important year for the Company.
He noted that, as the Company grew its activities and in size, so the
need for it to be robust in its assurance and in compliance processes
would come under greater scrutiny and observed that the
Committee should give careful thought to the areas in which it
should focus, challenge, critique and advise the organisation to
assure the Company as to where it should be in terms of assurance
by the end of 2016. The Chairman suggested that the Committee
should focus on:

• RP1 readiness and that this should remain a standing item on
the agenda; that from that the connection with the risk register
should highlighted together with the links to the internal audit
plan;

• Risk management and the Company should move into better
understanding and challenging risks. The Chairman
commented that the risk register to date had been programme
centric and observed that it should develop to better reflect
corporate risks with the Committee testing whether the proper
balance between organisation risks and programme risks was
adequately reflected;

• The assurance framework was now well developed and the 3
lines of defence model was becoming embedded. The
Chairman suggested that the Committee prioritise the 1st and
3rd lines of defence; the first line of defence because it
concerned operational management issues which were the
least mature and the 3rd line because in 2016 it was likely that
there would be increasing third party scrutiny the impact of
which on company activities might be mitigated if the 3rd line of
defence and the assurance it provided could be optimised.

3.1.2. The Committee reflected on the summary by the Chairman and
agreed that the assurance activity should be structured to assure
once but for many times so that any assurance activity could be
used in multiple contexts. It was also noted that the Committee and
the wider assurance bodies should be mindful of examining a
strategy or process and, having approved it, assuring compliance
with that approved strategy or process without revisiting the
principles at each point of assurance. It was noted that the
Commercial and Investment Committee (“CIC”) had raised a similar
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point in relation to the timing of interventions so that they would
be meaningful. It was agreed that if members of the Committee had
any other thoughts on the Chairman’s reflections they would let
him have their comments separately.

3.1.3. It was noted that the CIC had requested the Committee to review
the processes for approving contracts, PQQ’s and ITT’s and
specifically to consider whether they assisted with risk
management or potentially increased risks to the Company by
reducing the focus of teams on the activity in hand. It was agreed
that this would be picked up later in the deep dives and on receipt
of comments from David Orr who chaired the Independent
Assessment Panel. It was agreed that that the scope and terms of
the review requested by the CIC would be agreed in
correspondence outside the meeting.

Action:
Agree scope of review of process for approving contracts, PQQ’s and ITT’s

Director Risk and Assurance

3.1.4. The Committee referred to the year-end process and requested
that the key messages for the year-end report and accounts should
be circulated early to enable them to be given proper thought and
evaluation. The Director of Finance Operations confirmed that the
high level themes were being identified and that they would be
reviewed in conjunction with the Corporate Affairs team and would
be ready for distribution to the Committee in early February. It was
noted that additional meetings of the Committee might be
required for the annual report and accounts and annual governance
statement and it was agreed that dates for this would need to be
identified as soon as possible to ensure availability of Committee
members.

Action:
Identify whether additional meeting would be required and ensure
arrangements made to ensure availability of Committee members

Assistant Company Secretary

3.2. Deep Dive
3.2.1. It was agreed to take this item at this point in the meeting to

accommodate the staff who were joining the meeting for the
item.

3.2.2.The Director Risk and Assurance noted that the top risks in the
Company should be put before the Board and to provide a context
for the deep dives selected the top risks had bene noted. Two
risks had been selected for deep dives, the Phase 2 affordability
risk and the resource and recruitment risk. The criteria for
selection had bene those which had been on the risk register for a
while and those which were critical at the moment.
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3.2.3. The Director Risk and Assurance presented the concept of risk
flight paths as a means to provide more meaningful information
about risks within a time line which showed the impact of risks
over time. It was a forecasting tool and the Director Risk and
Assurance requested feedback on the flight path as management
and reporting tool.

3.2.4.The Committee, having considered the risk flight model wholly
supported the approach adopted. The Committee considered that
longer time frames for consideration would be helpful and
requested that consideration be given to forecasting the risks over
3-5 years. It was also noted that the risk appetite for the Company
now needed to be factored into the flight line.

(Simon Kirby, Peter Gregory, XXXX and XXXX joined the meeting)

3.2.5. The HR Director reviewed the resourcing and recruitment risk and
noted the key activities that had taken place during the previous 6-
9 months to enable performance on recruitment to improve. He
reported that freedom and flexibility on pay had been critical in
enabling the Company to be more competitive in the market and
move to a 70:30 split of employed staff and interim staff.

3.2.6.The recruitment team was increasing in size to accommodate the
anticipated demand for recruitment over the next year and the
anticipated increase in workforce strength over the forthcoming
year was noted. The Company had also created a data base of
potential candidates who having been through the recruitment
process or identified from other activities might have the necessary
skills for role in the Company at a later date. Improved links with
head hunters, and recruitment agents were being developed and
improvements in the selection processes were being developed
especially in order to increase the opportunities for recruitment
among minority and disabled groups since, by increasing the
diversity of the workforce, the Company would increase the pool of
talent available to it.

3.2.7. The risks identified from the relocation of the Company to
Birmingham were noted and the number of people impacted
considered. The Committee reviewed the risks associated with the
move and noted that, though in some areas key people with rare
and specialist skills would be a concern which would need to be
carefully managed, a number of roles cold be replaced by
recruitment in Birmingham if staff were unwilling to move. The
Committee considered that the relocation should be regarded as a
career opportunity for staff in London and Birmingham and that
this should be the basis of recruitment and relocation campaigns.
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3.2.8. It was noted that recruitment and retention of resources would be
a risk that would continue to present itself to the Company and that
there would be peaks at critical times in the activity of the Company
as staff became potentially valuable to contractors and others in the
industry; it would therefore need to be kept under close review. The
Committee considered that the risk flight path for resource and
recruitment should be a standing item on the Remuneration
Committee agenda as it would then be kept under regular review
by the appropriate committee the role of the Committee being to
assurance itself periodically this this risk, among others was being
properly addressed.

Action:
Discuss with Remuneration Committee Chairman the addition of the

Resource and Recruitment Risk Flightpath to the Remuneration Committee Agenda
Assistant Company Secretary

3.2.9.The Committee requested feedback from the HR Director as the
value of the risk flightpath tool to him and the HR Director
confirmed that it had caused the HR team to look at the function
through the risk lens which was useful in determining priorities and
long term planning needs.

3.2.10. It was noted that long term succession planning was a key risk
to consider and it was noted that the way unsuccessful candidates
were treated was a potential risk to the Company’s reputation. The
HR Director confirmed that this was being attended to as the
database to enable the Company to stay in touch with disappointed
candidates who might be suitable for different roles at later dates
was developed.

3.2.11. XXXX and XXXX reviewed the Risk Flight line for Phase 2
Affordability risk. It was noted that the value engineering
component was quantifiable; Four key areas where potential
savings could be realised were noted. The flightpath identified
likely areas and times when upward pressure on costs might be
anticipated and it was noted that plans to mitigate these pressures
were being developed. It was noted that the timing of realisation
of anticipated savings was clearer from the flightpath and this
would help manage expectations of stakeholders.

3.2.12. The Committee noted that the risk being addressed was
affordability and that this was a wider concern than cost which
appeared to be the focus of the risk flightpath. The Committee
identified a number of areas which should be taken into account
when considering affordability. The Committee considered that all
such issues should be considered captured as they would assist in
determining whether affordability was a significant risk to the
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Company and if so when. The Finance and Corporate Services
Director agreed that these issues could be considered and noted
that when the Phase 2 plan was due to be presented to BICC the
flight path would be helpful in showing when the risk was likely to
drop off. Although expressing itself satisfied that the Company was
managing the risk associated with the costs of Phase 2 so as to bring
them within the agreed financial envelope, the Committee
considered whether the risks highlighted were risks to the
Company.

3.2.13. On enquiry from the Chairman the team confirmed that the
feedback from the committee had been useful. The Programme
and Strategy Director observed that it would be helpful if the key
decision points could be overlaid on the risk flight path.

(Peter Gregory, XXXX and XXXX left the meeting)

3.3. Review of Readiness for Review Point 1
3.3.1. The Programme and Strategy Director circulated the latest weekly

report and explained the layout of the template adopted and the
breakdown of activities. He noted the areas that were complete,
the areas on course for completion and those areas outstanding
and still rated Red on the R/A/G assessment rating. Confidence in
moving areas marked amber to green was generally high but
Baseline 6 was the main area of concern.

3.3.2. The Programme and Strategy Director noted that assurance on
Baseline 6 was on the Board Agenda for the February board
meeting and that the commercial principles for MWCC and EWC
would be presented to BICC. The scorecard measure to be inserted
into contracts would be discussed at BICC, BICC having already
approved the scorecard goals and objectives and menu of
measures.

3.3.3. In relation to the strategies required for RP1, the final 5 had been
approved. In relation to capabilities, this work was 74% complete
and 25% were on target to be complete. 1% was amber and these
related to resources to manage contracts, organisation risks and
resilience and Baseline 6 products.

3.3.4. Funding was on track and the Finance and Corporate Services
Director confirmed that the final wording of the letter from HMT
was awaited.

3.3.5. The Committee noted that the Programme and Strategy Director
and the Chief Financial Officer were working to improve the
management information and it was noted that the new reporting
regime would be live in April. A detailed report on the
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implementation of the new reporting system would be brought to
the meeting of the Committee in May.

3.3.6. The CMM assessment report had been sent to DfT and it appeared
that they were of the opinion that the Company was generally
where it needed to be. The level of maturity of the CMI was noted
and Programme and Strategy Director undertook to circulate the
letter from CMM to members of the Committee.

Action:
Circulate the letter from CMM to members of the Committee.

Programme and Strategy Director

3.3.7. The checkpoint with MPA had been held and it had been more
focussed on DfT and P-Rep. Overall the checkpoint had been
successful. It was intended to seek an RP1 certificate for 28th April
based on an MPA review in the 2nd and 3rd week of March. It was
anticipated that the activities for RP2 could be more streamlined
than had been experienced for RP1. The Programme and Strategy
Director was confident that, subject to completing Baseline 6 the
Company would achieve RP1 by the target date.

3.3.8. The committee noted the report

3.4. Assurance Update
3.4.1. The Committee took the report as read and the Director Risk and

Assurance reviewed the dashboard. He noted the main concern
related to Baseline 6 and drew attention to those areas with long
term plans to address assurance in the context of the 3 lines of
defence. Conflicts of interest among suppliers able to provide
assurance support was an increasing risk. Procurement of a firm
to assist the Company on a long term basis on the understanding
that they would not then be part of the wider supply chain was
planned. Potential suppliers of the service had bene identified and
a procurement exercise would be carried out.

3.5. Management Assurance Return

(XXXX joined the meeting)

3.5.1. The twice yearly return to the DfT was considered and it was noted
that this was not required to inform the Company’s annual
governance statement. It was noted that the return was intended
for internal DfT purposes only. The Committee discussed the
return and the lack of nuance that would be required for the
Company’s own annual governance statement; it noted areas in
which the answers given in the return were unlikely to be helpful
to DfT in the absence of necessary nuance or explanatory detail. It
was noted that it was a requirement of the DfT that the
Committee endorsed the responses given and, though the
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Committee understood the purposes for DfT they felt unable to
endorse the responses given without more explanation. Members
considered that as the questions asked were of such a high level
and the options for answers so limited as to provide little or no
room for the provision of details or caveats, the return could not
be of significant use to the DfT. It was agreed that the Chairman
would review the return in detail and that it should be returned to
the DfT together with a covering letter explaining that though the
Committee had reviewed the return and the responses were
technically accurate, the answers would not be relied on or taken
account of in the Company’s annual assurance statement and that
the process by which the Company produced its annual
governance statement including a description of the assurance
work undertaken and the involvement of BICC explained.

3.5.2. The Chairman also agreed to raise the questionnaire and the
limited value in the next forum for Chairs of Risk and Assurance
Committees and in the review of ARB governance which wold be
the subject of a forthcoming interview with him.

(XXXX left the meeting)

3.6. Internal Audit report
3.6.1. The Committee took the report as read. The Head of Internal

Audit HS2 Ltd highlighted the 2015/2016 programme and was
confident that it would be completed. Work planned for Q4 had
either started or the timing was being finalised. The scope was still
to be finally agreed in a few areas. XXXX queried whether there
was only one opinion in the 2015/2016 period and the Head of
Internal Audit HS2 Ltd confirmed that this was the case to date.
He confirmed that a balance had been struck between giving
formal opinion, assurance and advising but that the formal audits
were now moving to expressing formal opinions.

3.6.2.The proposed changes to the plan were noted and the Committee
drew attention to the audit which had been postponed and
queried whether it would cover the risks to the Company resulting
from delayed access and delays to GI work which would impact
the programme. The high number of CPO’s was noted and the
Committee queried whether this was a critical path item which
deserved closer attention. It was confirmed that previous audits
had considered those matters and that further audits were
planned but the audit referred to in the report was concerned with
how the discretionary schemes for compensation for property.
This was separate from the need to ensure that property needed
for construction or access purposes was addressed. It was agreed
that it would be sensible to keep the two areas separate. However
the priority given to each should be kept under review. It was
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noted that compliance audits for GI and associated issues had
been completed. It was agreed that this should be the subject of a
deep dive and that it should be a precursor to the next Board
review.

3.6.3. It was noted that the Integrated Assurance Group had formed and
met and that work was ongoing to deal with assurance of the
organisation. The EQA assessment had been carried out and the
letter issued to the Chief Executive and the Chairman and the
ratings given were noted.

3.6.4.The draft plan for 2016/2017 was discussed and it was noted that
the areas identified for assurance had been derived from the risk
register and the 3 LoD model. The plan was subject to discussion
with the senior management team and the Executive team and
would be presented to the Committee for approval of the first 6
months plan with an outline plan for the second 6 months for later
approval. It was acknowledged in both cases that flexibility was
required to respond to issues as they arose during the year. It was
agreed that members of the committee would be consulted
individually as part of the process to finally determine the plan.

3.7. Internal Audit Recommendations Tracker
3.7.1. The Head of Quality reviewed the report and noted that there was

one action overdue for 2014/2015 which was largely due to a
change in the way actions were being reported. There were no
overdue actions for 2015/2016. The overdue action was reviewed
by the Committee and the current status noted. In essence the
issue for determination was whether the Company should
continue its discussion with the government banking service by
producing a business case bearing in mind the likely attitude of the
recipients. It was agreed that this would not represent best use of
company resource and that the action should be considered
closed.

3.7.2. The management assurance statement was reviewed and the plan
to complete the actions noted.

3.7.3. The report of the compliance audit progress was noted and the
areas for further work in document control, compliance review and
processes were considered. The actions in place to address
concerns were noted.

4. External Audit
4.1. It was agreed that work on the financial audit would commence the

following week. An update would be provided to the next meeting of
the Committee. It was agreed that early indication of key messages
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about the annual report should be provided to members of the
Committee as early as possible.

Action:
Assistant Secretary to circulate key messages for Annual report to members

of committee when received from finance team

4.2. The value for money audit would commence in February and the scope
was being discussed with DfT. The readiness of the Company for RP1
was pertinent but as work for RP1 was ongoing it was recognised that
this work would need to be streamlined with RP1 although it would be a
broader review. The scope of the review was being developed and was
being discussed with the Comptroller and Auditor general.

4.3. The Committee discussed the report of the external auditors and the
range of issues to be taken account of when considering value for money.
It concluded that the value for money audit represented a potential
opportunity for the Company as it provided means for a value for money
approach to be applied to the treatment of expenditure of capital cost
where the benefits were not normally identified. The Committee
considered that a review of these issues in the audit would be welcome
and it was agreed that the NAO would consult members of the
Committee during the audit.

Action:
Circulate key messages for Annual report to

members of Committee when received from finance team
Assistant Company Secretary

5. Any Other Business

There was no further business

The meeting closed at 13:10

Signed:

Date:


