
AUDIT COMMITTEE TERMS OF REFERENCE

A. PURPOSE

The purpose of the Audit Committee is to oversee _(Name of Organization)___ ‘s internal controls and risk-management procedures to assure that proper financial management is in place.

B. POWERS AND RESPONSIBILITIES

1. Authority

The Audit Committee is a Committee of the Board of _(Name of Organization)___ from which it derives its authority and to which it regularly reports.

The Committee has delegated authority from the Board in respect of the functions and powers set out in these Terms of Reference.

The Committee has authority to investigate any matter within its Terms of Reference and to obtain such information as it may require from any officer, employee, or contractor.

2. Responsibilities

The Audit Committee shall oversee the Corporation's system of internal accounting controls and shall be responsible for the appointment, compensation and oversight of the work of any public accounting firm employed by the Corporation for the purpose of preparing or issuing an audit report or related work, and each such public accounting firm shall report directly to the Audit Committee.  

The Audit Committee shall establish procedures (in accordance with the Whistleblower Policy of the Corporation) for:
 (a) the receipt, retention and treatment of complaints received by the Corporation regarding accounting, internal accounting controls or auditing matters; and 
(b) the confidential, anonymous submission by employees of the Corporation of concerns regarding questionable accounting, auditing or other financial matters.

The Audit Committee shall, in addition to any other duties outlined in these Terms of Reference, carry out any additional responsibilities and obligations required by law in the jurisdiction of incorporation. 

For greater specificity:

Internal controls

The Audit Committee oversees the system of internal accounting controls. This includes:

· considering the major findings of any relevant internal investigations into control
weaknesses, fraud or misconduct and management’s response (in the absence
of management where necessary); and
· receiving regular assurance reports from management covering regulatory compliance and other ad hoc reports covering such other matters relating to internal control as the Board may request from time to time.

Financial statements

The Committee shall monitor the integrity of the financial statements of_(Name of Organization),
including its annual report relating to its financial performance, and review and report
to the Board on significant financial reporting issues and judgments which those
statements contain having regard to matters communicated to it by the auditor. In
particular, the Committee shall review and challenge where necessary:

· the application of significant accounting policies and any changes to them;
· the methods used to account for significant or unusual transactions;
· all material information presented with the financial statements, including the strategic report and the corporate governance statements relating to the audit.

Corporate compliance

The Audit Committee is responsible for ensuring the completion and review of Board members’ Conflict of Interest forms and Corporate Compliance Acknowledgement forms on an annual basis.

The Audit Committee is responsible for reviewing the Conflict of Interest Policy and the Corporate Compliance Program every three years or when there have been any relevant changes to applicable laws.

External audit
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The Committee is responsible for:

· considering the appointment, re-appointment or removal of the external auditor and to oversee the selection process for a new auditor where required.
· annually challenging and assessing the performance, independence and
objectivity of the external auditor, discussing issues they raise in the audit and
· monitoring the effectiveness of the audit process and reviewing their quality control procedures and steps taken to respond to regulatory, professional and other changes;
· approving the terms of engagement in respect of the statutory audit, developing
and implementing policy on engaging the external auditor for non-audit services
and approving in advance the fees for both audit and non-audit services;
· approving the nature and scope of the audit with the external auditor before the audit commences and reviewing the findings of the audit, as well as management’s response on completion; 
· reviewing management representation letters in relation to financial reporting requested by the external auditor prior to signature by the Executives;
· resolving disagreements between management and the external auditor regarding financial reporting; and
· meeting regularly with the external auditor to discuss the auditor’s remit and any issues arising from the audit.

C. ACCOUNTABILITY

The Audit Committee is accountable to the Board of Directors of _(Name of Organization)_. 

The Chair will report to the Board annually. The report should include:

· a summary of the work of the Committee performed to fully discharge its responsibilities during the preceding year;
· an overall assessment of the internal controls and compliance program; and
· details of meetings, including the number of meetings held during the regular period, and the number of meetings each member attended.

The Committee may at any time report to the Board any other matters it deems of sufficient importance to do so.

D. MEMBERSHIP

The Audit Committee will be comprised of at least three independent (as defined in the By-Laws) members of the Board selected by the Chair and approved by a majority of the entire Board when a quorum is present.

The Chair of the Board shall not be a member of the Audit Committee. 

At least one member of the Audit Committee shall be considered “financially literate”. To be financially literature the member must:
· understand financial statements,
· understand financial risks,
· understand the impact of business decisions on the financial statements,
· be able to identify balance sheet risks, and
· understand revenue recognition issues on the financial statements.

If that type of person is not part of the committee, then an outside consultant should be retained to fill the void.

The Chair of the Committee will be designated by the Chair of the Board.

Chair Responsibilities 
- Lead and facilitate discussion 
- Call for voting 
- Assist with agenda development 

Members of the Audit Committee are expected to:

· contribute the time needed to study and understand the documents provided;
· apply good analytical skills, objectivity, and good judgment; and
· express opinions frankly, ask questions that go to the fundamental core of the issue no matter how difficult, pursue independent lines of enquiry, and not flinch when controversial matters arise.  
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The Audit Committee will meet separately of management with the external auditors at least once a year.

Audit Committee Meeting Calendar:  

February/May board meeting or email correspondence: Pre-audit planning meeting for audit and tax return with audit partner and manager input.

September board meeting:  Post-audit review and approval of draft audit financial statements, executive session with auditors, and approval of next year’s auditor and fee, or agreement to bid the engagement and complete an RFP.

November board meeting: Final Audit meeting, distribution of draft financial statements and report to full board. Review Board members’ Conflict of Interest and Corporate Compliance Acknowledgement forms.

	Other meetings - as needed, convened by Audit Committee Chair

A quorum requires a majority of members of the Committee and Committee members may participate in person or by any other method that permits them to hear and participate in the meeting. The vote of the vote of the majority of committee members present, if a quorum is present, shall be the act of the committee.






F. ADDITIONAL PROCEDURAL MATTERS

1. Corporate compliance

The Audit Committee establishes an annual calendar and specific procedures for: (a) the receipt, retention and treatment of complaints received regarding accounting, internal accounting controls, conflicts of interest, or any auditing matters; and (b) the confidential, anonymous submission by employees of the organization of concerns regarding questionable accounting, auditing, or other financial matters.  

_(Name of Organization)_and the Audit Committee together monitor and evaluate the effectiveness of policies for the protection of “Whistleblowers,” and annual completion of the Conflict of Interest and Corporate Compliance Acknowledgement forms by both board and staff as implemented by the finance department.

2. External audit

At a minimum the Audit Committee will meet pre-audit and post-audit with the auditors and report to the full_(Name of Organization)_ Board each November meeting and present the audited financial statements.  The Audit Committee will ensure that the external auditors submit a formal written statement regarding relationships and services that may impair independence and for discussing any relevant matters, if any, with the auditors.

G. TERMS OF REFERENCE

The Committee shall annually review its Terms of Reference and may recommend to the Board any amendments to its Terms of Reference.
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