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The Methodist Church Audit Committee -  Revised Terms of Reference
1.    
OVERALL PURPOSE AND OBJECTIVES

1.1.
The Conference each year appoints, upon the nomination of the Methodist Council, the Connexional Audit Committee as set out in SO 213A.

1.2
The Committee is responsible for reviewing the arrangements by the Methodist Council and the Conference for corporate governance, in particular all elements of financial control, risk assessment and risk management, and the requirements of the Charity Commission. 

1.3
The Committee will ensure that there is an audit of the financial reporting processes that were relied upon to produce the unified  statement of connexional finances required by SO 360 which is presented to the Conference each year. 

1.4
The Committee's area of responsibility will cover all financial functions throughout the Connexion and the Self Accounting Entities (SAEs).

1.5
The Committee will maintain effective working relationships with the Council, the Connexional Team, the managers of SAEs and the External Auditor.

2.   
MEMBERSHIP

2.1   
Members of the Audit Committee  are appointed by the Conference.  

Members of the Connexional Team and members of the Council are not eligible to be members of the Audit Committee.

2.2   
The Committee shall comprise five members. Each member should have skills and experience appropriate to the business of the Church and at least three members should have relevant recent financial experience. Each member will need to develop and maintain his/her skills and knowledge, including the operation of the Methodist Church.

2.3   
As determined by SO 213A members may  be appointed annually for a period of six consecutive years and then they may be re-appointed annually for a further period of not more than three years.

2.4   
In the absence of the Chair from any meeting of the Committee, the remaining members present will elect one of themselves to chair the meeting.

2.5   
Entitlement to attend meetings of the Committee is restricted to those members appointed to serve on it and the External Auditor.  However, other Conference and Connexional officers, members of other committes or representatives of SAEs may be invited, or required, to attend all or part of any meeting as the Committee deems necessary.  The External Auditor will be invited to make presentations to the Audit Committee as appropriate.

2.6    
The  Minute Secretary of the Audit Committee shall be appointed by the Assistant Secretary of the Conference and should be acceptable to the Chair of the Committee. 

2.7   
The Audit Committee shall annually evaluate its own performance, both of individual members and collectively.

3.   
MEETINGS

3.1   
The Audit Committee shall meet at least three times each Connexional year at times appropriate to the Church's reporting and audit cycle and otherwise as required.                  

3.2   
A quorum for any meeting will be three members.

3.3   
Special meetings of the Committee may be convened at the request of any two members of the Committee or on receipt of a request by the External Auditor.

3.4
The Director of Financial Operations and appropriate other Connexion Team members will be expected to be in attendance at meetings of the Audit Committee.

3.5   
At least two weeks before any scheduled meeting the Minute Secretary will consult the members on matters to be discussed and obtain the Chair's agreement to the Agenda. He/she will then circulate the Agenda to the members and other officers invited to attend at least a week before each scheduled meeting. Supporting papers will be sent out at the same time.

3.6   
The Minute Secretary  shall submit a draft set of minutes to the chair shortly after each meeting.  The chair’s comments will be incorporated before the draft is circulated to members of the Committee, to the External Auditor and the other officers attending and to the Assistant Secretary of Conference.

3.7   
The Committee shall meet with the External Auditor at least once a year without anyone else in attendance to discuss any matters which the Committee or the Auditor believe should be discussed privately.

3.8   
The Chair of the Committee (or other member of the Committee in locum tenens) shall attend the Council Meeting at which the financial statements are approved for presentation to the Conference.
4.    
DUTIES


The Committee shall carry out the following duties in relation to all the functions carried out by the Connexion and the SAEs.

4.1    
Financial Reporting

4.1.1   Review the effectivenes of the periodic financial reporting processes implemented by management.

4.1.2   Monitor the integrity and transparency of the annual financial statements in conjunction with management and the External Auditor.

 (i)  
 In so doing, to take into account the major financial risks, the relevance of the accounting policies and the appropriateness of judgements, the views of the External Auditor and significant adjustments arising from the Audit.

 (ii)  
 Review the controls and processes implemented by management to ensure that the financial statements derive from the underlying financial systems and are subject to appropriate management review.

(iii)   
Review the effectiveness of the systems for monitoring compliance with laws and regulations and be satisfied that all regulatory compliance matters have been considered in the preparation of the financial statements.

4.2    
Internal controls and Risk Management

4.2.1   Review the internal control systems implemented by management for the approval of transactions and the recording and processing of financial and non financial data.  

4.2.2
Review the arrangements for internal audit and, if appropriate, approve the annual plan of any internal auditors and receive and consider the internal auditor’s reports together with management responses.

4.2.3   Evaluate the overall effectiveness of the internal control and risk identification, assessment and management processes and obtain the responses of management on the recommendations made by the External Auditor.

4.2.4   Evaluate whether management is setting the appropriate control culture by communicating the importance of internal control and the management of risk.

4.3    
Financial Planning, Budgets and Management accounting

4.3.1   Review financial planning, budgetary control and financial monitoring systems within the Connexion and SAEs to ensure that they are appropriate, effective, owned by managers and provide the basis for sound financial control.

4.3.2   Ensure that monthly/quarterly financial reporting is timely, accurate, high quality and that management action is taken where appropriate.

4.3.3   Review processes around planning and budgeting for grant monies, the approval of grants, expenditure control of grant monies and the monitoring and evaluation of  projects.

4.4    
Computer systems and Data protection 

4.4.1   Review the security of computer systems and applications, including the protection of personal data.  Such review is to include a consideration of the regularity and locality of back-up provision.

4.4.2   Review contingency plans for processing financial information in the event of a breakdown in the financial system or to protect against computer fraud or misuse.
4.5    
Whistle-blowing and Fraud

4.5.1   Review the Council's arrangements for employees to raise confidential concerns about possible fraud or non-compliance and establish procedures for dealing with all concerns of employees regarding any accounting, internal control or audit matter. Ensure that the arrangements provide for adequate investigation and appropriate follow-up action.

4.5.2   Review the Council's procedures for detecting fraud.

4.5.3   Review the Council's procedures for dealing with the results of  management investigations and the follow-up of any fraudulent acts.

4.6     
External Audit

4.6.1   Consider and make recommendations to the Council in relation to the process and actual appointment, re-appointment or termination of the Church's External Auditor.

4.6.2   Oversee the the work of the External Auditor and approve all audit fees and terms as well as reviewing policies for the provision of non-audit services by the External Auditor and approving any such arrangements, including fees.

4.6.3   Review annually the qualifications, expertise and proposed resources of the External Auditor and approve their terms of engagement. Review the letter of representation. 

4.6.4   Review annually the performance of the External Auditor. Consider the independence of the External Auditor and any potential conflicts of interest. Monitor the External Auditor's compliance with relevant professional and ethical guidance.

4.6.5   Review and, where appropriate, approve the Audit Plan setting out the scope of the audit for the current year, in light of the Church's present circumstances and changes in regulatory and other requirements.

4.6.6   Meet regularly with the External Auditor and at least once each year without management being present.

4.6.7   Review the findings of the annual audit and review the responses of management to the Auditor's findings and recommendations. This will include major issues which arose during the audit, accounting and audit judgements, levels of error found and systems weaknesses identified during the audit.

4.6.8
Consider the detail of the auditor’s report and the auditor’s Management Report

4.7   
Reporting to Council / Conference

4.7.1   The Committee shall produce a written Report each year for the Council  on its  activities and findings throughout the year. The Chair of the Committee shall attend the Council to discuss the Report and any recommendations that may arise from the findings.

4.7.2   The Report on the Committee's activities shall also be included in the Consolidated Accounts of the Methodist Church which are adopted by the Conference each year.

4.7.3   The Committee shallregularly update the Council about its activities and make appropriate recommendations.

4.8
Independent advice

4.8.1
The Committee may, at its discretion, obtain ad hoc independent advice from lawyers and others if such advice is considered necessary in the conduct of its business.

5.   
AUTHORITY


The Committee is authorised by the Conference under Standing Order 213A to:-

(i)   Perform activities within the scope of its Terms of Reference

(ii)  
Seek any information it requires from any employee of the Connexion or the SAEs

(iii)  
Have unrestricted access to members/officers of the Connexional Team and SAEs, and Officers of the Conference and Council . This may include attendance at Audit Committee Meetings and / or discussing relevant matters outside the Meeting.

(iv)  
Authorise both induction and continuous training for Committee members to ensure thay are equipped to undertake their role.

(v)    
Review the Committee's Terms of Reference annually and put forward recommendations for change to the Council.

(vi)
For the sake of clarity, the Committee has no authority over the following:

a
the appointment of auditors to SAEs 

b
the audits of churches, circuits and districts

c
any organisation whose financial results are not consolidated into the financial statements of the Methodist Church of Great Britain

***RESOLUTION
96/1.
The Council approves the terms of reference for the Audit Committee.
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