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AUDIT AND RISK COMMITTEE - TERMS OF REFERENCE

Approved by the board on 10 June 2019

The Committee’s role and responsibilities
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To monitor the integrity of the Company’'s financisiatements and any other formal
announcements relating to its financial performance

To monitor, review and report to the board on digant financial reporting issues and
judgements made in connection with the preparadfoiihe Company’s financial statements
and any other formal announcements relating tanencial performance (having regard to
matters communicated to it by the auditor).

To review related information presented with theficial statements, including the strategic
report and corporate governance statements relatitige audit and to risk management.

To review and challenge where necessary:
(a) significant accounting policies and any changehiém;

(b) whether the Company has adopted appropriate adogumpilicies and where
necessary made appropriate estimates and judgenitgy into account the views
of the external auditor on the financial statements

(©) the clarity and completeness of disclosures infithencial statements and whether
the disclosures are set properly in context;

(d) all material information presented with the finai@tatements, such as the strategic
report, the corporate governance statement (ingfar relates to the audit and risk
management) and statements related to internatadpnisk management, viability
and going concern.

To review the annual financial statements of amspmn scheme relating to the Company.
To assess the effectiveness of the Company’s fialareporting procedures.

Where the Committee is not satisfied with any aspéthe Company'’s financial reporting, to
report its views to the board.

To advise (where requested by the board) on whétleesnnual report and accounts, taken as
a whole, is fair, balanced and understandable, pandides the information necessary for
shareholders to assess the company’s positionemarmance, business model and strategy.

To review if practicable other statements contajrfinancial information that require board
approval.



Internal audit

1.10 To review and approve the role and mandate of thepgany’s internal audit function and
monitor and review the effectiveness of its workuhdertaking a review of effectiveness of
the internal audit function the Committee shouldfeon that it is satisfied that the quality,
experience and expertise of the function are ap@igpfor the business.

1.11 To review and approve the annual internal audit plad internal audit charter.

1.12 To ensure that there is open communication andthieainternal audit function evaluates the
effectiveness of the risk and compliance functiaspart of its internal audit plan.

1.13 To ensure the internal audit function has unrdsticcope and the necessary resources and
access to information to enable it to fulfil its maate.

1.14 To approve the appointment and removal of the loéalok internal audit function.

1.15 To review reports to the Committee from the inteémalitor and to meet the head of internal
audit at least once a year, without managemeniepteso discuss the effectiveness of the
internal audit function, its remit and any issuesulting from audits.

External audit

1.16 To be responsible for the selection and appointrpeotedures for an external auditor, to
initiate and conduct any competitive tender procesdertaken by the company for the
provision of external audit services and considet make recommendations to the board on
the appointment, re-appointment, resignation oronexhof the external auditor.

1.17 To oversee the relationship with the external andihcluding but not limited to:

(a) negotiating and approving the terms of engagemieahd remuneration to be paid to
the external auditor in respect of audit servieesuring that the fees are appropriate
to enable an effective and high quality audit tabeducted;

(b) reviewing and agreeing the engagement letter isbyethe external auditor at the
start of each audit and the scope of the extemndit,aarranging additional work as
appropriate;

(c) influencing the appointment of the individual idéetd by the external auditor as
being primarily responsible for the conduct of uslit;

(d) developing and implementing policy on the engagenoérihe external auditor to
supply non-audit services and approving any noritasefvices provided by the
external auditor;

(e) reviewing and monitoring the external auditor's epdndence and objectivity,
including the impact of the supply of any non-awditvices by the auditor, and the
effectiveness of the audit process, taking intooant relevant legal, ethical,
professional and regulatory requirements and aligrelationships with the external
auditor and its network firms as a whole;

()] discussing with the external auditor threats tepehdence and how those threats are
mitigated,;



(9) monitoring the external auditor’'s compliance withieal standards, the level of fees
the Company pays to the external auditor in proporto the overall fee income of
the external audit firm (or relevant part of ithdarelated regulatory requirements;

(h) obtaining and reviewing annually external auditdormation about its policies and
procedures for maintaining independence and mangarompliance with relevant
requirements, including in relation to rotatioreeafdit partners and staff;

0] agreeing with the board a policy on the employmanformer employees of the
external auditor, taking account of relevant ethétandards and legal requirements,
monitoring the application of this policy, includinhe Committee’s own safeguards
relating to independence, and considering whetiarethas been any impairment or
appearance of impairment of the external audiiodgpendence and objectivity;

)] annually assessing and reporting to the board @mrxkernal auditor’s qualifications,
expertise, resources, independence and objectinidythe effectiveness of the audit
process, with a recommendation on whether to pegosshareholders that the
external auditor be reappointed,

(k) seeking to ensure co-ordination between the eXtewnditor and the internal audit
function; and

(0 evaluating the risks to the quality and effectivemnef the financial reporting process,
especially in light of the auditor's communicatiomsh the Committee.

1.18 To investigate the issues leading to any resignaifcan external auditor and decide whether
any action is required.

1.19 To ensure that appropriate plans are in placeherannual audit at the start of each annual
audit cycle, in particular considering whether thalitor’'s work plan is consistent with the
scope of the audit engagement, having regard terrabty, resources and the seniority,
expertise and experience of the audit team.

1.20 To review audit representation letters before digma considering in particular any
representation on a non-standard matter.

1.21 To meet the external auditor at least once a yé&dwout management present to discuss the
auditor’s remit and any issues arising from theitaud

1.22 To review the findings of the audit and the auditareport with the external auditor,
including but not limited to:

(a) major issues that arose during the audit, botHvedand unresolved,;
(b) how the external auditor addressed risks to awditity;

(c) key accounting and audit judgements;

(d) the level of errors identified during the auditdan

(e) interactions between the external audit team amdosemanagement and other
members of the finance team.

1.23 To review and monitor management’s responsivereshet external auditor’s findings and
recommendations.



1.24 To assess the effectiveness of the external awmlieps and the quality of the external audit,
taking into consideration relevant UK professicaadl regulatory requirements, including but
not limited to:

(a) understanding how risks to audit quality are ideediand addressed,
(b) reviewing the external auditor’'s compliance witk Hudit plan;

(c) taking the views of key officers and employeestmn¢onduct of the audit, including
the reliance the external auditor placed on thermat audit;

(d) reviewing and monitoring the external auditor’s mgement letter and its other
communications with the Committee.

Internal control and risk management systems

1.25 To monitor and review the adequacy and effectiverigshe Company’s internal financial
controls and internal control and risk managemgstiesns.

1.26 To promote and review sound risk management argtnak control systems, including
operational and compliance controls.

1.27 To monitor and keep under review the policies andral process for identifying and
assessing business risks and managing their impatte Company.

1.28 To receive and review regular assurance reporta franagement, internal audit, external
audit and others on matters related to risk andralpmn particular as to the effectiveness and
testing of risk management and internal contralesys (including financial controls).

1.29 To advise the board on the Company’s overall righetite, tolerance and strategy.

1.30 To oversee and advise the board on the currenerigsures of the Company and future risk
strategy.

1.31 To consider and approve the remit of the risk manaant function and ensure it:

(@) has adequate resources and appropriate accedsriodtion to enable it to perform
its function effectively and in accordance with ttetevant professional standards;
and

(b) has adequate independence and is free from managanteother restrictions.
Whistleblowing, fraud, bribery and other compliance

1.32 To review the Company’s arrangements for its wardgcand contractors to raise concerns, in
confidence, about possible improprieties in finahceporting or other matters, with the aim
of ensuring that these arrangements allow prop@ateand independent investigation of such
matters and appropriate follow-up action.

1.33 To review the Company’s policies and procedurespi@venting and detecting fraud, its
systems and controls for preventing bribery, itdecof corporate conduct/business ethics and
its policies for ensuring that the Company compheégh relevant regulatory and legal
requirements, receive reports and consider apaapaiction.



Shareholder engagement
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To seek effective engagement through the Commdived with shareholders on significant
matters related to the areas of the Committeejzoresbilities.

Composition and quorum

The Committee must have at least three members.bdernof the Committee are appointed
by the board on the recommendation of the nominatmmmittee in consultation with the
chair of the Committee. All members of the Comneaitteust be independent non-executive
directors. If the board decides that a member @@bmmittee is no longer independent, that
member will cease to be a member of the Commiffee. chair of the board may not be a
member of the Committee.

At least one member of the Committee must have lostermined by the board to have
recent and relevant financial experience. The Cdtamias a whole shall have competence
relevant to the sector in which the Company opsrate

The board appoints the chair of the Committeehtnabsence of the Committee chair and/or
an appointed deputy, the remaining members presaptelect one of the independent non-
executive directors present to chair the meeting.

Only members of the Committee have the right terattCommittee meetings, but the
Committee may invite others to attend all or p&rry meeting if it thinks it is appropriate or
necessary. The finance director, head of internditand external audit lead partner must be
invited to attend meetings of the Committee ongaligg basis.

Appointments to the Committee are for a period pfto three years, extendable for two
further three-year periods, provided the directdir reeets the criteria for membership of the
Committee.

The quorum necessary for the transaction of busiisesvo members.

A duly convened meeting of the Committee at whichuarum is present is competent to
exercise all or any of the authorities, powers disdretions vested in or exercisable by the
Committee.

Meeting administration

The Committee must meet as often as it deems reggdsgt in any case at least three times a
year, at appropriate times in the financial repgrtand audit cycle, at such times and places
determined by the Committee chair. The Committestrapprove the annual calendar of its
meetings. Additional meetings may be called by @menmittee chair. The Committee may
hold meetings by telephone or using any other neetfieelectronic communication, and may
take decisions without a meeting by unanimous &mittonsent, when the chair considers this
to be necessary or desirable.

Meetings of the Committee are called by the segreththe Committee at the request of the
Committee chair or at the request of the externaiternal auditor.

Unless otherwise agreed by all Committee membaticenof each meeting confirming the
venue, time and date (and dial-in details if reggjrof the meeting must be sent, with an
agenda of the items to be discussed and any supp@éapers, to each member of the
Committee, any other person required to attendntieeting and all other non-executive
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directors as soon as practicable, and in any evetdter than five days before the date of the
meeting where practicable.

Outside the formal meeting programme, the Committesdr must maintain a dialogue with
key individuals involved in the Company’s governanimcluding the board chair, the chief
executive officer, the finance director, the exééraudit lead partner and the head of internal
audit.

Secretary

The Company secretary or such person as the Comgesrgtary nominates acts as the
secretary of the Committee.

The secretary must ensure that the Committee res@nformation and materials in a timely
manner to enable full and proper consideratioretgilben to them.

The secretary must minute the proceedings andutésod of all meetings of the Committee,
including recording the names of those presentimattendance.

Draft minutes of Committee meetings must be semmptly to all members of the
Committee. Once approved, minutes must be seaait toembers of the board in due course,
unless the chair of the Committee thinks it is prapriate to do so.

Self-evaluation

The Committee must review its own performance, aositjon and terms of reference at least
once a year and recommend to the board any chérgessiders necessary or desirable.

Reporting

After each Committee meeting, the chair must regdormally to the board on the
Committee’s proceedings. This report must include:

(@) the significant issues that it considered in relato the financial statements and how
these were addressed:;

(b) its assessment of the effectiveness of the extemadit process and its
recommendation on the appointment or reappointiwietite external auditor; and

(c) any other issue on which the board has asked fer Gbmmittee’s opinion,
identifying any matters in respect of which it cidess that improvement is needed,
whether the subject of a specific request by thardboor not, and make
recommendations as to the steps to be taken.

The Committee may make such recommendations todael as it deems appropriate on any
area within its remit where action or improvemendlesirable.

The Committee chair must attend the Company’s dryergeral meeting and be available to
answer questions on matters within the Committegta of responsibility, and make a
statement on the activities and achievements oCiramittee over the year, as directed by
the chair of the annual general meeting.

The Committee must compile a report to shareholderbe included in the Company’'s
annual report describing the work of the Committeeluding:



(@)

(b)

()

(d)

(e)

(f)

the significant issues that the Committee constlerglating to the financial
statements, and how these issues were addressed;

an explanation of how the Committee has assessed itdependence and

effectiveness of the external audit process ané@ppeoach taken to the appointment
or reappointment of the external auditor, informaton the length of tenure of the
current audit firm, when a tender was last condligitad advance notice of any
retendering plans;

if the board has not accepted the Committee’s revemdation on the external
auditor appointment, reappointment or removal, aestent from explaining its
recommendation and the reasons why the board kes sadifferent position;

where there is no internal audit function, an exateon for the absence, how internal
assurance is achieved, and how this affects thk ofaexternal audit;

an explanation of how auditor independence andctbiy are safeguarded, if the
external auditor provides non-audit services; and

any statement of compliance required by law or leggans.

Other matters

The Committee must:

(@)

(b)

()

(d)
(e)

have access to sufficient resources to carry aututties, including access to the
company secretariat for assistance as requiretl Qoamittee matters;

be given appropriate and timely training, in themoof an induction programme for
new members and on an ongoing basis for all members

give due consideration to laws and regulations,pitevisions of the UK Corporate
Governance Code, the requirements of the Finaf@mmduct Authority’s Listing,
Prospectus and Disclosure Guidance and Transparéugs and any other
applicable rules, as appropriate;

oversee any investigation of activities which arnin its terms of reference; and

work and liaise as necessary with all other boardroittees.

Authority

The board authorises the Committee to:

(@)
(b)

()

undertake any activity within its terms of referenc

seek any information from any employee, contragtonsultant or other provider of
services to the Company that the Committee requageerform its duties, and call
any such person to be questioned at a Committegngeas and when required,

obtain external legal or other professional advioeany matter within its terms of
reference at the Company’s expense, and inviteopsrgiving such advice to attend
Committee meetings; and



(d) delegate any of its powers to one or more of itsnbers or the secretary of the
Committee.



