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AUDIT AND RISK COMMITTEE TERMS OF REFERENCE
Reference to “NIE Networks” shall mean Northern Ireland Electricity Networks Limited.

Reference to “the Committee” shall mean the NIE Networks Audit and Risk Committee.

Reference to “the Board” shall mean the Board of Directors of NIE Networks or the Board of Directors of each of NIE Networks’ subsidiary companies, NIE Finance PLC and NIE Networks Services Limited, as appropriate.
The Audit and Risk Committee is a formally constituted committee of the NIE Networks Board, composed of three non-executive directors.  It meets regularly and has written terms of reference as follows:
1. Membership

1.1 The Committee shall be appointed by the Board.  The Committee shall be made up of three members.  A quorum for the transaction of business shall be two members. 

1.2 All members of the Committee shall be non-executive directors of NIE Networks.  

1.3 The Board shall appoint the Chairman of the Committee from amongst the non-executive directors.  A Board member other than the Chairman should chair the Committee.
1.4 One member of the Committee should have recent and relevant financial experience.

2. Secretary

2.1 The Company Secretary shall be the Secretary of the Committee.

3. Attendance at meetings 
3.1 No-one other than the members of the Committee shall be entitled to attend Committee meetings.
3.2 Other Board directors, the Finance Director and other representatives from the finance function, other members of management, the ESB Chief Executive Officer or his nominee, representatives from the external auditors and the internal auditors may be invited to attend all or part of any meeting as and when appropriate.
3.3 There should be at least one meeting a year, or part thereof, where the Committee meets the external and internal auditors without management being present.
4. Frequency of meetings
4.1 Meetings shall be held at least three times a year, at appropriate times in the reporting and audit cycle and otherwise as required.
4.2 External auditors, internal auditors or senior management may request a meeting if they consider that one is necessary.

5. Notice of Meetings

5.1 The Secretary of the Committee shall convene meetings at the request of the Chairman of the Committee and circulate papers to be considered in advance of the meeting, or at the request of external or internal auditors if they consider it necessary.

6. Duties
The duties of the Committee in relation to  NIE Networks and each of its subsidiary companies, NIE Finance PLC and NIE Networks Services Limited, shall be:

6.1 Financial Reporting

6.1.1 To monitor the integrity of financial statements, including Annual Report and Accounts and consolidated accounts, Interim Report and Accounts, Regulatory Accounts and any other public announcement or significant submission to the Utility Regulator relating to financial performance, reviewing significant financial reporting issues and judgements which they contain.   

6.1.2 To review and challenge where necessary the actions and judgements of management in relation to the financial statements before submission to the Board, paying particular attention to:

6.1.2.1 critical accounting policies and practices, and any changes in them;

6.1.2.2 decisions requiring a major element of judgement;

6.1.2.3 the extent to which the financial statements are affected by any unusual transactions in the year and how they are disclosed; 

6.1.2.4 the clarity of disclosures;

6.1.2.5 the significant adjustments resulting from the audit;

6.1.2.6 the going concern assumption;

6.1.2.7 compliance with accounting standards.
6.1.3 To review all information presented with the financial statements to ensure it gives a true and fair view and is consistent with the view given in the financial statements, and specifically review relevant disclosures as they relate to audit, internal control and risk management.

6.1.4 To make a recommendation to the Board as to whether to approve the financial statements.

6.2 Internal Controls

6.2.1 To monitor and keep under review the effectiveness of internal financial and non financial controls.   

6.2.2 To review the statements to be included in the Annual Report and NIE Networks’ interim report concerning internal controls.
6.2.3 To review arrangements for employees to raise concerns, in confidence, about possible wrongdoing in financial reporting or other matters.  The Committee shall ensure that these arrangements allow proportionate and independent investigation of such matters and appropriate follow up action.

6.2.4 To review the procedures for detecting fraud and investigating fraud and receive reports on incidents of fraud.

6.2.5 To review on behalf of the NIE Networks Board the systems and controls for the prevention of bribery.

6.2.6 To review the process for reviewing procedures to ensure compliance with relevant legal and regulatory obligations.
6.3 Risk Management 

6.3.1 To support the NIE Networks Board in carrying out its responsibilities for ensuring that risks are properly identified, assessed, reported and controlled including advising the NIE Networks Board in its consideration of the overall risk appetite and risk tolerance for key business activities.. 

6.3.2 To review and recommend for approval to the Board the risk management policy and risk management plan. 

6.3.3 To review key risks and the adequacy of planned mitigation. 

6.3.4 To monitor the effectiveness of the risk management framework, ensuring its continued functioning and appropriateness.
6.3.5 To review arrangements for business continuity planning. 

6.3.6 To consider the need for periodic external review of the effectiveness of NIE Networks’ risk management. 

6.3.7 To review statements to be included in the annual report and accounts and interim report concerning risk management. 

6.4 Internal Audit

6.4.1 To monitor and assess the effectiveness of NIE Networks internal audit function in the context of its overall risk management system. 

6.4.2 To consider and approve the remit of the internal audit firm and 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.  

6.4.3 To review and approve the annual internal audit plan. 

6.4.4 To review reports on the results of internal auditors’ work on a periodic basis.

6.4.5 To review and monitor management’s responsiveness to the findings and recommendations of the internal auditor.

6.4.6 To ensure that the internal audit firm partner has direct access to the Chairman of the NIE Networks Board or his representative and to the Committee and reports as appropriate to the Committee.
6.4.7 To be consulted in advance of the appointment or termination of the internal audit partner.
6.5 External Audit

6.5.1 To consider and make recommendations to the NIE Networks Board in relation to the appointment, re-appointment and removal of the external auditor.      

6.5.2 To oversee the relationship with the external auditor including (but not limited to) the following:

6.5.3 Approving the external auditor terms of engagement and remuneration.
6.5.4 Approving the annual audit plan. 

6.5.5 Reviewing the findings of the audit, including any major issues that arose during the audit, any accounting and audit judgements, levels of errors identified during the audit and the effectiveness of the audit,  and any representation letters(s) requested by the external auditor before they are  signed.
6.5.6 Assessing annually the independence and objectivity of the external auditors, the scope of any disclosed relationships or services, their qualification, expertise and resources, the appropriateness of partner rotation practices taking into account relevant ethical and professional guidance and taking appropriate action to ensure the continuing independence of the auditors.
6.5.7 Implementing a policy on the supply of non-audit services by the external auditor, taking into account relevant ethical guidance on the matter and monitoring its application.
6.5.8 Implementing a policy on the employment of former employees of the external auditor and monitoring its application.
6.5.9 The external audit firm partner shall be given the right of direct access to the Chairman of the NIE Networks Board or his representative and to the Committee.
7. Other Matters

The Committee shall:

7.1 have access to sufficient resources in order to carry out its duties;
7.2 be provided with appropriate and timely training, both in the form of induction training for new members and on an ongoing basis for all members;
7.3 give due consideration to relevant laws and regulations, including the requirements of the UK Listing Authority’s Listing , Prospectus and Disclosure and Transparency Rules and any other applicable rules as appropriate.
8. Reporting

8.1 The Secretary shall circulate minutes of meetings to all members of the NIE Networks Board (and relevant extracts of minutes to the Boards of NIE Finance PLC and NIE Networks Services Limited).  The Chairman of the Committee shall report orally to the NIE Networks Board on meetings of the Committee as necessary.  
8.2 The Committee shall make whatever recommendations to the NIE Networks Board it deems appropriate on any area within its remit where action or improvement is needed.

8.3 The Committee shall review annually its terms of reference and its own effectiveness and recommend any necessary changes to the NIE Networks Board.

8.4 The Committee shall prepare a report, for submission to the NIE Networks Board, on its role and responsibilities and the actions it has taken to discharge those responsibilities in the Annual Report and Accounts.

9. Authority

The Committee is authorised to:
9.1 Subject to any restrictions imposed by law, to seek any information it requires from any employee in order to perform its duties and all employees are directed to co-operate with any request made by the Committee. 

9.2 To obtain, at the company’s expense, outside legal or other professional advice, when it reasonably believes it necessary to do so, on any matter within its terms of reference.
9.3 To investigate any activity within its terms of reference.

Adopted by Resolution of the NIE Networks Board – 20 November 2014
	



