
 

 

LAMPRELL PLC (THE COMPANY) 

TERMS OF REFERENCE OF THE AUDIT AND RISK COMMITTEE  

OF THE BOARD OF DIRECTORS (THE COMMITTEE) 

Adopted by the Board on 14 May 2014 

Constitution  

1. The Committee has been established by resolution of the board of directors of 

the Company (the Board) and is to be known as the Audit and Risk Committee.  Its 

terms of reference replace the terms of reference of any pre-existing audit committee.   

2. The Board has delegated to the Committee responsibility for overseeing the 

financial reporting and internal controls of the Company and its subsidiaries 

(collectively, the Group), and for maintaining an appropriate relationship with the 

external auditor of the Group. 

Membership  

3. The Committee, for so long as the Company is considered a ‘‘smaller 

company’’ within the definition of the UK Corporate Governance Code, may 

comprise two members and otherwise shall comprise not less than three1 members, in 

each case appointed by the Board from amongst the independent non-executive 

directors of the Company.  Any member who is determined no longer to be 

independent shall resign from the Committee.  The Committee Chairman shall be 

appointed by the Board.  In the absence of the Committee Chairman, the members 

attending shall elect one of them to be chairman for that meeting.  The quorum for 

meetings of the Committee shall be two.   

4. A duly convened meeting of the Committee at which a quorum is present shall 

be competent to exercise all or any of the authorities, powers and discretions vested in 

or exercisable by the Committee. 

5. Appointments to the Committee shall be for a period of up to three years 

which may be extended by a maximum of two further three-year periods, provided 

that the members continue to satisfy the criteria for membership of the Committee.   

6. At least one member of the Committee shall have been determined by the 

Board to have recent and relevant financial experience.  The members of the 

Committee shall be provided with an induction programme and appropriate and 

timely training relevant to their membership of the Committee.   

  
1  Note that the UK Corporate Governance Code allows the audit committees of smaller companies 

(those who have not been within the FTSE 350 within the last year) to have only two members.  

The same derogation would allow the Company’s chairman to be a member of the Committee, 

although he may not chair the Committee, provided that he or she was considered independent on 

appointment as chairman. 



 

 

7. Executive directors and other members of management of the Company shall 

not be members of the Committee.  They, together with other relevant or expert 

person(s), representative(s) of the external auditors and/or the head of the Company’s 

finance division (Finance), may attend meetings at the invitation of the Committee 

Chairman. 

8. Appointments to the Committee shall be made by the Board on the 

recommendation of the Nomination Committee, in consultation with the Committee 

Chairman. 

Secretary 

9. The Company Secretary or his or her nominees shall act as the secretary of the 

Committee. 

Meetings 

10. The Committee shall meet at least twice a year at times as may be agreed by 

the members or more frequently as circumstances require.  At least once a year, 

without the presence of executive management, the Committee shall meet separately 

with each of the external auditors and the head of Finance (the Chief Financial 

Officer) to discuss matters relating to its remit.  In addition, the Chief Financial 

Officer shall be given the right of direct access to the Committee Chairman. 

11. The Committee shall have access to the services of the Company’s secretariat 

function on all Committee matters, including assisting the Committee Chairman in 

planning the Committee’s work, drawing up meeting agendas, maintenance of 

minutes, drafting of material about its activities for the annual report, collection and 

distribution of information and provision of any necessary practical support.   

Notice of Meetings 

12. Meetings of the Committee shall be summoned by the secretary of the 

Committee at the request of any of its members or at the request of external or 

internal auditors if they consider it necessary. 

13. Unless otherwise agreed, notice of each meeting confirming the venue, time 

and date, together with an agenda of the items to be discussed, shall be forwarded to 

each member of the Committee, any other person required to attend and all other non-

executive directors, no later than two working days before the date of the meeting.  

Supporting papers shall be sent to Committee members and to other attendees as 

appropriate, at the same time. 

Reporting Responsibilities  

14. The secretary shall minute the proceedings and the resolutions of all 

Committee meetings, including the names of those present and in attendance.  The 

secretary shall ascertain, at the beginning of each meeting, the existence of any 

conflict of interest and minute them accordingly. Minutes of Committee meetings 



 

 

shall be circulated promptly to all members of the Committee and, once agreed, to all 

members of the Board, unless a conflict of interest exists. 

15. The Committee Chairman shall report formally to the Board on its 

proceedings after each meeting on all matters within its duties and responsibilities.  

The Committee shall make whatever recommendations to the Board it deems 

appropriate on any area within its remit where action or improvement is needed. 

16. The Committee shall bring to the attention of the Board and/or make 

appropriate recommendations to the Board concerning those matters that have been 

considered or reviewed by it at the meeting of the Board next following a meeting of 

the Committee.  

17. The Committee shall consider the disclosure about the role of the Committee 

included in the Company’s annual report and compile a report to shareholders on the 

Company’s activities to be included in its annual report.  

18. The Committee Chairman shall attend the Annual General Meeting and shall 

be prepared to respond to any shareholder questions on the Committee’s activities 

raised at that meeting.   

Authority 

19. The Committee is authorised by the Board to: 

(a) investigate or undertake any activity within its terms of reference; 

(b) seek any information that it properly requires from any employee of the 

Company or any subsidiary company in order to perform its duties and all 

employees are directed by the Board to co-operate with any request made by 

the Committee; 

(c) call any employee to be questioned at a meeting of the Committee as and 

when required; 

(d) publish in the Company’s annual report details of any issues that cannot be 

resolved between the Committee and the Board; and 

(e) delegate any of its powers to one or more of its members or the secretary. 

20. If the Committee considers it necessary so to do, it is authorised to obtain 

appropriate external advice to assist it in the performance of its duties and to secure 

the services of outsiders with relevant experience and expertise and to invite those 

persons to attend meetings of the Committee.  The cost of obtaining any advice or 

services shall be paid by the Company within the limits authorised by the Board. 

Duties 

21. The Committee should carry out the duties below for the parent company, 

major subsidiary undertakings and the Group, as appropriate. 



 

 

Financial reporting 

22. The Committee shall monitor the integrity of the financial statements of the 

Company, including its annual and half-yearly reports, interim management 

statements, announcements of preliminary results and any other formal 

announcements relating to its financial performance, reviewing significant financial 

reporting issues and judgements which they contain.  The Committee may also review 

summary financial statements, significant financial returns to regulators and any 

significant financial information contained in other documents. 

23. The Committee shall review and challenge where necessary: 

(a) the consistency of, and any changes to, accounting and treasury policies on a 

year on year basis, across the Company and the Group; 

(b) the methods used to account for significant or unusual transactions where 

different approaches are possible; 

(c) whether the Company has followed appropriate accounting policies and made 

appropriate estimates and judgements, taking into account the views of the 

external auditor; 

(d) the clarity and completeness of disclosure in the Company’s financial reports 

and the context in which statements are made; and 

(e) all material information presented with the financial statements, such as the 

business review/operating and financial review, the corporate governance 

statement (insofar as it relates to audit and risk management) and the 

statement in relation to internal control and management of risk. 

24. The Committee shall assess the effectiveness of the Company’s financial 

reporting procedures. 

Risk management and internal controls 

25. The Committee shall review the Company’s risk management system and 

internal control system, and the Company’s annual statement on risk and internal 

control systems and in particular to review: 

(a) the policies and overall process for identifying and assessing business risks 

and managing their impact on the Company; 

(b) regular assurance reports from management, Finance, the external auditor and 

others on matters related to risk management; and 

(c) the timeliness and effectiveness of controls and corrective actions taken by 

management. 

26. The Committee shall consider any necessary disclosure implications of the 

process that has been applied by the Board to deal with material internal control 

aspects of any significant problems.  



 

 

Whistleblowing, fraud, bribery and other compliance 

27. The Committee shall: 

(a) review arrangements by which staff of the Group may, in confidence, raise 

concerns about possible improprieties in matters of financial reporting or other 

matters.  The objective shall be to ensure that arrangements are in place for the 

proportionate and independent investigation of such matters and for 

appropriate follow-up action; 

(b) review the Group’s policies and procedures for preventing and detecting fraud, 

the systems and controls for preventing bribery, its code of corporate 

conduct/business ethics and its policies for ensuring that the Group complies 

with relevant regulatory and legal requirements and shall receive reports and 

consider appropriate action as relates to the same; and 

(c) consider other topics, as defined by the Board. 

Audit  

28. The duties of the Committee shall be to: 

(a) consider the appointment, resignation or dismissal of the external auditor; 

(b) investigate the issues leading to any resignation of an auditor and decide 

whether action is required; 

(c) discuss with the external auditor the nature and scope of the audit process for 

the annual financial statements (including any significant ventures, 

investments or operations which are not subject to audit) (the Audit); 

(d) make recommendations to the Board, for it to put to the shareholders for their 

approval in general meeting, in relation to the appointment of the external 

auditor and to approve the remuneration and terms of engagement of the 

external auditor; 

(e) review and monitor the external auditor’s independence and objectivity and 

the effectiveness of the Audit process, satisfying itself that there are no 

relationships between the external auditor and the Company (other than in the 

course of business) and taking into consideration relevant UK and Isle of Man 

professional and regulatory requirements; 

(f) develop and implement the Company’s policy on the engagement of the 

external auditor to supply non-Audit services (including any non-Audit 

services for which the use of the external auditor is pre-approved, from which 

the external auditor is excluded and for which the specific approval of the 

Committee is required), taking into account relevant ethical guidance 

regarding the provision of non-Audit services by the external auditor and the 

level of fees that may be incurred by the external auditor in the supply of non-

Audit services, on an annualised basis; 



 

 

(g) review and consider the results of the external audit, its cost effectiveness and 

the audit fee (including the level of fees paid by the Group compared to the 

overall fee income of the firm, office and partner); 

(h) assess annually the qualifications, expertise and resources of the external 

auditor, taking into consideration relevant professional and regulatory 

requirements, which shall include any report from the external auditor on their 

own internal quality control procedures; 

(i) consider communications from the external auditor on statutory and regulatory 

audit planning and findings and on material weaknesses in accounting and 

internal control systems that came to the external auditor’s attention; 

(j) agree with the Board a policy on the employment of former employees of the 

external auditor, then monitor the implementation of this policy; 

(k) monitor the auditor’s compliance with relevant ethical and professional 

guidance on the rotation of audit partners and other regulated regulatory 

requirements; 

(l) consider the risk of withdrawal of the Company’s present external auditor 

from the market; 

(m) meet regularly with the external auditor, including at least once after the Audit 

at the reporting stage. The Committee shall meet the external auditors at least 

once a year without management being present, to discuss their remit and any 

issues arising from the Audit; 

(n) review and discuss with management and the auditors the preliminary results, 

interim information and annual financial statements before submission to the 

Board, focusing particularly on: 

(i) the quality and acceptability of the accounting policies and practices 

and financial reporting disclosures and changes thereto; 

(ii) areas involving significant judgement, estimation or uncertainty; 

(iii) the detecting of material misstatements by the auditors that 

individually or in aggregate have not been corrected and 

management’s explanations as to why they have not been adjusted; 

(iv) the basis for the going-concern assumption; 

(v) their complying with financial reporting standards and relevant 

financial and governance reporting requirements; 

(o) discuss any difficulties, reservations or other matters arising from the external 

auditor’s audits (in the absence of management where necessary); 

(p) review any representation letter(s) requested by the external auditors before it 

is/they are signed by management; 



 

 

(q) review, prior to its consideration by the Board, the external auditor’s report to 

the directors and management’s response; 

(r) review with management and the head of the Internal Audit function the 

charter, activities, staffing, and organizational structure of the internal audit 

function;  

(s) consider and approve the remit of the internal audit function, ensure it has 

adequate resources and appropriate access to information to enable it to 

perform its function effectively and in accordance with the relevant 

professional standards, and that the function has adequate standing and is free 

from management or other restrictions; 

(t) review, assess and approve the annual internal audit plan; 

(u) review reports addressed to the Committee on the Group from the internal 

auditors; 

(v) review and monitor management’s responsiveness to the findings and 

recommendations of the internal auditor; 

(w) ensure there are no unjustified restrictions or limitations, and review and 

concur in the appointment, replacement, or dismissal of the head of the 

Internal Audit function;  

(x) review the effectiveness of the internal audit function, including compliance 

with The Institute of Internal Auditors’ International Professional Practices 

Framework for Internal Auditing consisting of the Definition of Internal 

Auditing, Code of Ethics and the Standards;  

(y) on a regular basis, meet separately with the  head of the Internal Audit 

function to discuss any matters that the Committee or internal audit believes 

should be discussed privately; 

(z) consider 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); 

(aa) monitor and review the effectiveness of the Company’s Finance function; 

(bb) approve the appointment and removal of the Chief Financial Officer; 

(cc) review other disclosures or documents as determined by the Board; and 

(dd) monitor systematically and obtain assurance that the executive limitations 

relating to financial matters (which require certain expenditure and 

commitments to be approved by the Board) are being observed. 

Other matters 

29. The Committee shall: 



 

 

(a) give due consideration to laws and regulations, the provisions of the UK 

Corporate Governance Code, the requirements of the UK Listing Authority’s 

Listing, Prospectus and Disclosure and Transparency Rules and any other 

applicable rules, as appropriate; 

(b) be responsible for co-ordination of the external and internal auditors; 

(c) arrange for periodic reviews of its own performance and, at least annually, 

review its constitution and terms of reference to consider if it is operating 

effectively and recommend any changes it considers desirable to the Board for 

approval; and 

(d) consider any other matters as may be requested by the Board. 

30. The Committee shall be provided with appropriate and timely training, both in 

the form of an induction programme for new members and on an ongoing basis for all 

members. 

 


