TERMS OF REFERENCE FOR THE AUDIT COMMITTEE

1. BACKGROUND TO THE MQA

1.1
The Mining Qualifications Authority (MQA) is established in terms of the Mine Health and Safety Act of 1996, and is registered as a Sector Education and Training Authority (SETA) for the mining and minerals sector in terms of the Skills Development Act of 1998.  It is composed of representatives from the State, employer and employee organizations in this sector.

           1.2
In accordance with provisions of the Public Finance Management Act of 1999, the Accounting Authority must appoint an audit committee in consultation with the relevant Executive Authority.

2. OBJECTIVES OF THE AUDIT COMMITTEE

2.1
The objective of the Audit Committee is to assist the Accounting Authority in fulfilling its oversight responsibility (which includes responsibilities regarding safeguarding of assets, operating effective systems of control and preparing annual financial statements) by reviewing:

The financial reports and other information provided by the MQA to any government body or the public;

· The system of internal control (financial, operational and compliance) that management and the MQA have established; and

· The MQA’s auditing, accounting and financial reporting processes generally.

2.2
Consistent with the function, the Audit Committee should encourage continuous improvement of, and should foster adherence to, the MQA’s accounting policies, procedures and process at all levels. The Audit Committee’s primary objectives are to:

· Serve as an independent and objective party to monitor and strengthen the objectivity and credibility of the MQA’s financial reporting process and internal control system.;

· Review and appraise the audit efforts of the Auditor General and the 

       MQA’s internal audit functions;

· Provide an open avenue of communication among the Auditor General, senior management and Internal Audit;

· Facilitate the imposition of discipline & control, thus reducing the opportunity of fraud.

3. ACTIVITIES TO ACHIEVE THE OBJECTIVES

3.1
The Audit Committee’s primary functions should include the reviewing of:

· Financial statements with both management and the external auditors prior to their approval by the MQA Board;

· Accounting policies adopted, or any changes made or contemplated;

· Effectiveness of the annual audit, ensuring emphasis is placed on areas where the committee, management or the external auditors believe special attention is necessary;

· Significant operational or reporting issues affecting the financial statements which were discussed by management and the external auditors;

· Meeting with external auditors to discuss pertinent matters, including whether there were any restrictions on the scope of the audit;

· Internal and external audit results and follow-up activities;

· Effectiveness of the internal audit function, including quarterly financial reports;

· Coordination of audit approach between internal and external auditors,

· Interim financial information, including quarterly financial reports;

· Effectiveness of management information and other systems of internal control;

· Conduct or authorize investigations into any matters within the audit committee’s scope of responsibilities.

4. COMPOSITION OF THE COMMITTEE

4.1
The Audit Committee must be constituted so as to ensure its independence.  The members of the audit committee must be financially or business literate, at least one member must possess financial expertise.

4.2
The Audit Committee shall be composed of:

1.
At least three members, all of whom are to be independent of the MQA and its management; 
2.
The Audit Committee shall consist of six (6) Stakeholder representatives appointed by the Board as follows:

· 2 members from the Department of Minerals and Energy (DME);

· 2 members from organised labour; and

· 2 members from organised employers in the Sector.

3.
The following staff members will be ex-officio members of the Audit Committees:

· The Chief Executive Officer (CEO);

· Chief Financial Officer (CFO); 

· Chief Operating Officer (COO) and

· Corporate Services Manager.

4.3
Each Stakeholder may nominate two (2) alternate members to the above listed Committees.
4.4
The Committee may, from time to time, co-opt members to assist with the   execution of specified tasks.

5. 
CHAIRPERSON OF THE COMMITTEE

5.1
A person independent of the MQA and its stakeholders shall chair the committee.   The Audit Committee will also comprise of at least two (2) additional independent members.

5.2
The Chairperson of a Committee will be appointed by the MQA Board for a period of two [2] years, commencing at on 01 September on each alternative year.  

5.3
The members of the Audit Committee must appoint one among its members to act as a chairperson of the committee for the meeting when the chairperson is absent. The Chairperson’s primary function is to preside over meetings of the Audit Committee and to ensure the smooth functioning of the Audit Committee in the interests of good governance.

5.4
It is the responsibility of the Chairperson of the Audit Committee to report on issues recommended for consideration to the Board. 

6. TERM OF OFFICE OF THE AUDIT COMMITTEE

6.1
The Audit Committee will serve for a period of two years.  Members may be reappointed.  According to Section 77(b) of the Public Finance Management Act of 1999 the Audit Committee must meet at least twice a year.

7.
REPORTING AND SUPERVISION


7.1
The following guiding principles shall apply:

· The Audit Committee must report and make recommendations to the Accounting Officer, but the Accounting Officer retains responsibility for implementing such recommendations.

· Should a report from the internal auditors (or any other source) to the Audit Committee implicate the Accounting Officer in fraud, corruption or gross negligence, the chairperson of the Audit Committee must promptly report this to the relevant Accounting Authority (the MQA Board).

· The Audit Committee may communicate any concerns it deems necessary to the Executive Authority and/or the Auditor-General.

8. REMUNERATION AND REIMBURSEMENT

8.1
Non-executive members will be remunerated according to the scales approved by the Accounting Authority.  

8.2
Officials of State departments serving on the Audit Committee will not be remunerated.

           8.3
The MQA may cover subsistence and travel expenses of members where applicable.
9.
APPOINTMENT AND FUNCTIONS OF SECRETARY
9.1
The MQA Office will be responsible to provide the required secretarial and administrative services to the Committee.  The secretary must:
· prepare (type) the agenda for every meeting, noting the standard items and new items on the agenda;

· prepare (type) the minutes of every meeting (which must be signed by the Chairperson);

· record every resolution of/consensus reached at such meeting; and if so requested by a member, the view of that member;

· keep general records, records of representatives, minutes, documents and files of the Committee; 

· serve every member with a convening notice, the agenda and documentation of a meeting at least five (5) working days before the meeting or two (2) working days before an urgent meeting;

· where required to do so by the Chairperson, maintain the Disclosure of Interest document and ensure it is circulated and signed by each member at the start of a meeting; and minute only issues that are discussed at the meeting (matters that arise outside of the meeting should not form part of the minutes).

10.
FINANCIAL DELEGATION
10.1
The Audit Committee shall comply with the provisions made in the Financial Delegation of Authority Policy as well as in the Procurement Policy of the MQA.

11.
FACILITATION AND COORDINATION
11.1
The Chief Financial Officer will facilitate the activities of the Audit Committee.

11.2
To ensure communication and coordination within the MQA, each Stakeholder will designate one of its Committee members as the Convener of its delegation.

12.
AD HOC AND SUBCOMMITTEES OF THE COMMITTEE
12.1
The Constitution of the MQA empowers the Audit Committee to establish ad hoc or subcommittees for such periods as the Committee may consider necessary to achieve the objectives or perform the functions of that committee.

12.2
These ad hoc and subcommittees will make proposals and recommendations to the Committee for consideration.  Members of such ad hoc or subcommittees will be nominated for their technical knowledge and experience and may not necessarily be representative of all Stakeholders. 

12.3
The Audit Committee must provide terms of reference for its specific ad hoc or subcommittee, which should include the name, membership, quorum, powers and functions, period of establishment, accountability and reporting, funding and the chairperson.

13. QUORUM

13.1
At least two stakeholder representatives plus one external member must be present at all meetings of the Audit Committee.

14.
ATTENDANCE OF MEETINGS
14.1
According to Section 77(b) of the Public Finance Management Act of 1999, the Audit committee must meet at least twice a year. The Audit Committee should, however, ensure as a rule, that they meet four times a year i.e. quarterly or as frequently as circumstances dictate.

14.2
Where a representative is unable to attend a meeting, it will be incumbent on such representative to arrange for the appointed alternate to attend, and to inform and prepare alternates to make a meaningful contribution to the meeting.

14.3
Alternate representatives may attend regular meetings should they wish to do so.  However, when both the representative and the alternate are present, the alternate shall have no voting rights.

            14.4
Consultants may only be present at regular meetings for the period in which they report on work done.

14.5
The minutes of the meeting should reflect the names of those present at the meetings, as well as their status.

14.6
No payment will be made for the attendance of meetings, unless where payment was authorised in writing by the Chief Financial Officer prior to the actual meeting taking place.

14.7
The representatives appointed to the Audit Committee will make themselves available for reasonable extra work as and when required by the Audit Committee.  The Chief Financial Officer will ensure that appropriate notice is given to representatives who are required to perform such additional work.

15.
NOTICE OF MEETINGS
15.1
At the end of each financial year, the Audit Committee will adopt a year planner that reflects the meeting dates for the following year.

15.2
The Finance Unit of the MQA office will circulate the agenda and supporting documentation five working days prior to the scheduled meeting date.  No further documentation may thereafter be distributed or tabled at the meeting.

15.3
All the categories of representatives present at meetings, except appointed representatives and ex-officio members, need the prior consent of the Chairperson in order to attend the meeting.

16.
RESPONSIBILITIES AND DUTIES OF THE AUDIT COMMITTEE
The responsibility of the Audit Committee in terms of sections 51(1)(a)(ii) and 76(4)(d) of the PFMA are as follows:

16.1 
The accounting authority of a public entity must establish an audit committee as a subcommittee of the accounting authority;

16.2
A shared audit committee may be established for a public entity and any subsidiaries under the ownership and control of that entity;

16.3 
The chairperson of the audit committee must be independent, be knowledgeable of the status of the position, have the requisite business, financial and leadership skills and may not be the chairperson of the accounting authority or a person who fulfils an executive function in the public entity;

16.4 
The majority of the members of an audit committee shall consist of non-executive members appointed by the accounting authority, although committee members need not all be members of the accounting authority. The majority of persons serving on an audit committee must be financially literate;

16.5 
The relevant executive authority must concur with any premature termination of services of a member of the audit committee;

16.6 
The audit committee must operate in terms of a written terms of reference, which must deal adequately with its membership, authority and responsibilities. The terms of reference must be reviewed at least annually to ensure its relevance;

16.7 
It must be disclosed in the entity’s annual report whether or not the audit committee has adopted a formal terms of reference and if so, whether the committee satisfied its responsibilities for the year, in compliance with its terms of reference;

16.8 
The audit committee must, amongst others, review the following:

(a) the effectiveness of the internal control systems;

(b) the effectiveness of internal audit;

(c) the risk areas of the entity’s operations to be covered in the scope of internal and external audits;

(d) the adequacy, reliability and accuracy of financial information provided to

management and other users of such information;

(e) any accounting and auditing concerns identified as a result of internal and external audits;

(f) the entity’s compliance with legal and regulatory provisions; and

(g) the activities of the internal audit function, including its annual work programme, coordination with the external auditors, the reports of significant investigations and the responses of management to specific recommendations; and

(h) where relevant, the independence and objectivity of the external auditors.

16.9 
The audit committee must have explicit authority to investigate matters within its powers, as identified in the written terms of reference. The audit committee must be provided with the resources it needs to investigate such matters and shall have full access to information. The audit committee must safeguard all information supplied to it within the ambit of the law;

16.10 The audit committee must ;

(a) report and make recommendations to the accounting authority;

(b) report on the effectiveness of internal controls in the annual report of the institution; and

(c) comment on its evaluation of the financial statements in the annual report.

16.11 
Should a report from internal audit (or any other source) to the audit committee implicate any member(s) of the accounting authority in fraud, corruption or gross negligence, the chairperson of the audit committee must promptly report this to the relevant executive authority and the Auditor-General;

16.12 The audit committee must communicate any concerns it deems necessary to the

executive authority, the Auditor-General and if appropriate, to the external auditor;

16.13 
The audit committee must meet at least annually with the Auditor-General or the external auditor, whichever applicable, to ensure that there are no unresolved issues of concern.

17.
 INTERNAL CONTROLS AND INTERNAL AUDIT 

The internal control and functions of Internal Audit identified in terms of Sections 51(1)(a)(ii) and 76(4)(b) and (e) of the PFMA are as follows:

17.1 
The accounting authority must ensure that a risk assessment is conducted regularly so as to identify emerging risks of the public entity. A risk management strategy, which must include a fraud prevention plan, must be used to direct internal audit effort and priority and to determine the skills required of managers and staff to improve controls and to manage these risks. The strategy must be clearly communicated to all employees to ensure that the risk management strategy is incorporated into the language and culture of the public entity;

17.2
All public entities to which these regulations apply must have an internal audit function;

17.3 
A public entity and subsidiaries under the ownership control of the entity may have a shared internal audit function;

17.4 
The internal audit function may, in accordance with preferred tendering procedures, be contracted out to an external institution with specialist audit expertise, provided that the external auditors may not perform the internal audit function;

17.5
The purpose, authority and responsibility of the internal audit function must, in

consultation with the Board, be formally defined in an audit charter and be consistent with the Institute of Internal Auditors (“IIA”) definition of internal auditing;

17.6 
Internal audit must be conducted in accordance with the standards set by the Institute of Internal Auditors;

17.7 
The internal audit function must, in consultation with the audit committee, prepare:

(a) a rolling three-year strategic internal audit plan based on its assessment of key areas of risk for the public entity, having regard to its current operations, the operations proposed in its corporate or strategic plan and its risk management strategy;

(b) an internal audit plan for the first year of the rolling plan;

(c) plans indicating the scope of each audit in the annual internal audit plan; and
(d) reports to the audit committee detailing its performance against the plan, to allow effective monitoring and intervention when necessary.

17.8 
The internal audit function must report directly to the Accounting Authority through the office of the Accounting Officer and shall report at all audit committee meetings. The function must be independent of activities that are audited, with no limitation on its access to information;

17.9 
The internal audit function must co-ordinate with other internal and external providers of assurance to ensure proper coverage and to minimise duplication of effort.

17.10 
The internal audit function must assist the accounting authority in maintaining effective controls by evaluating those controls to determine their effectiveness and efficiency, and by developing recommendations for enhancement or improvement. The controls subject to evaluation should encompass the following:

(a) the information systems environment;

b) the reliability and integrity of financial and operational information;

(c) the effectiveness of operations;

(d) safeguarding of assets; and

(e) compliance with laws, regulations and controls.

17.11
The internal audit function must assist the accounting authority in achieving the objectives of the institution by evaluating and developing recommendations for the enhancement or improvement of the processes through which:

(a) objectives and values are established and communicated;

(b) the accomplishment of objectives is monitored;

(c) accountability is ensured; and

(d) corporate values are preserved.

18.
UNRULY BEHAVIOUR AND CONFLICT OF INTEREST
18.1
A Chairperson may order any person to leave a meeting if the Chairperson deems the behaviour of such person to be disruptive to the orderly conduct of the meeting.  Unruly behaviour will be reported at the next EXCO meeting and as well as to the convener for the relevant stakeholder.

18.2
It is the duty of all persons to declare when there is a conflict of interest.  If a member declares a conflict of interest, or if there is a perceived conflict of interest, it is the duty of the Chairperson to request the person to leave the meeting while the matter is discussed.

19.
CONFIDENTIALITY AND NON-DISCLOSURE
19.1
A representative shall not, while he/she is a constituent representative or employee of the MQA, or thereafter, disclose to any person any information that he/she acquired whilst exercising or performing any function or duty that is confidential to the MQA or any of its Committees.  Such information may only be disclosed if so required in terms of an Act or so ordered by a court of law.

20.
VACATION OF OFFICE
20.1
On expiry of a representative’s period of office, or on the abolishment of the Audit Committee on which the member serves, the representative will cease to be a member of the Audit Committee.

20.2
Furthermore, if a representative 

· is absent from three consecutive regular Audit Committee meetings without notifying the Chairperson before the meeting;

· resigns as a member;

· is required to vacate office by the party or the organisation which that member represents; or 

· was nominated by an organisation and that organisation no longer meets the criteria allowing it to nominate representatives.

21.
ROLES AND RESPONSIBILITIES OF MQA MANAGEMENT
21.1
The Management of the MQA Office is responsible for the effective execution of all Board policies and decisions.

21.2
If an Audit Committee member becomes dissatisfied with the performance of a Chief Financial Officer on any Committee matter, the Chairperson should report the situation to the CEO.  Should the matter not be resolved, the Chairperson should report the matter to the EXCO.
21.3
The CEO retains delegated responsibility for the execution of Board policies, the management of the MQA and its financial affairs.  The EXCO Chairperson may report performance problems experienced with the CEO, COO and the CFO to the Board.

22.
FUNDING OF COMMITTEE ACTIVITIES
22.1
The Audit Committee will be funded from the Administrative Budget of the MQA.  The Committees may not task companies and consultants to perform any work for which the MQA will be held liable for payment, without the prior authorization of the Accounting Officer.

23.
ACCOUNTABILITY AND REPORTING
23.1
The Chief Financial Officer will ensure the timely reporting of committee resolutions or other important matters for information or decision to BOARD/EXCO and the CEO.  The COO will submit to the EXCO and the Board an Operations Report into which the various Unit reports have been integrated.

23.2
Each Committee shall report to the Board through its appointed Chairperson.  The Audit Committee will determine when it is necessary for its Chairperson to present a matter to the EXCO.

24.
DECISION MAKING AND DISPUTE RESOLUTION
24.1
The Audit Committee must endeavor to reach consensus on any matter that requires resolution.  Consensus is reached when all the Stakeholders present at the meeting agree that they have reached the best solution to achieve the objectives of the MQA, even it if doesn’t satisfy their own needs/desires.

24.2
When the Audit Committee cannot reach consensus with regard to recommendations, the Chairperson must note the opposing views of the Stakeholders and forward the matter to the EXCO who shall take a decision or refer the matter to the Board for resolution.

24.3
Any person involved in a dispute concerning the application of these ToR must refer the dispute in writing to the Board, via the EXCO, and the decision of the Board will be final.  The secretary of the Board must distribute copies of such referral to the Chairperson and Stakeholder conveners of the Audit Committee of the Board.

25.
EVALUATION OF COMMITTEES

25.1
The Board will appraise the performance of the Chairperson and the Audit Committee on an annual basis.  The Corporate Services Manager will facilitate the evaluation process at the end of each financial year.  The main outcomes of the evaluation, including the attendance report, shall be reflected in the Annual Report of the MQA.
26.
AMENDMENT TO THE TERMS OF REFERENCE
26.1
The Board of the MQA, on the recommendation of the EXCO and after consultation with the Audit Committee, may amend parts of these Terms of Reference (ToR).  The Audit Committee may also suggest amendments to the ToR to the Board.

----------OOOOO----------
APPROVED BY BOARD
30 OCTOBER 2007

CIRCULAR NUMBER 109/2007
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