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A dA dAgendaAgenda

Context of the Audit Committee in Context of the Audit Committee in 
GovernanceGovernance

New Responsibilities under revised ActNew Responsibilities under revised Act

Reporting to membersReporting to members

Self evaluationSelf evaluationSelf evaluationSelf evaluation

Legal responsibilitiesLegal responsibilitiesg pg p
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i hli hi hli hHighlightsHighlights

Powers and duties of the Audit CommitteePowers and duties of the Audit Committee 
have changed somewhat
C iti l l i C t GCritical role in Corporate Governance
Several important responsibilities,              
i.e. internal & external audit and compliance
Annual comprehensive reports to membersp p
Protection from potential liability
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Context of the Audit Committee Context of the Audit Committee 
in Governancein Governance

Recent global events underline the need forRecent global events underline the need forRecent global events underline the need for Recent global events underline the need for 
further reforms in governance processesfurther reforms in governance processes
Despite all the new rules put in place failures ofDespite all the new rules put in place failures ofDespite all the new rules put in place failures of Despite all the new rules put in place failures of 
all sorts still happenedall sorts still happened
Why?Why?Why?Why?
Did the boards of these institutions really, truly Did the boards of these institutions really, truly 
understand the risks inherent in theirunderstand the risks inherent in theirunderstand the risks inherent in their understand the risks inherent in their 
businesses?businesses?
Was there adequate oversight by the board and Was there adequate oversight by the board and q g yq g y
its committees over these risks?its committees over these risks?
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l il iRole in Corporate GovernanceRole in Corporate Governance

Integral part of overall governance frameworkIntegral part of overall governance frameworkIntegral part of overall governance frameworkIntegral part of overall governance framework
BylawsBylaws
Together with management, internal and Together with management, internal and 
external auditors, provide oversight:external auditors, provide oversight:

Risks assessed and adequately mitigatedRisks assessed and adequately mitigated
Accurate, timely and relevant reportingAccurate, timely and relevant reporting
Safeguarding of assets and member interestsSafeguarding of assets and member interests
Uphold positive ethicsUphold positive ethicsp pp p
Assure complianceAssure compliance
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R t t B d b t h t i d tiR t t B d b t h t i d ti

Role in Corporate Governance../2Role in Corporate Governance../2

Reports to Board but has certain duties:Reports to Board but has certain duties:
Required to notify Board, auditor, DICO, FSCO Required to notify Board, auditor, DICO, FSCO 
if i i ti f il f Di t ffiif i i ti f il f Di t ffiif misappropriation or failure of Director, officer if misappropriation or failure of Director, officer 
or employee to comply with legislation/byor employee to comply with legislation/by--lawslaws
Retaining assistance where misappropriationRetaining assistance where misappropriationRetaining assistance where misappropriation Retaining assistance where misappropriation 
has occurredhas occurred
Can call Board meeting to discuss matter ofCan call Board meeting to discuss matter ofCan call Board meeting to discuss matter of Can call Board meeting to discuss matter of 
concernconcern
Relationship with external auditorRelationship with external auditorRelationship with external auditorRelationship with external auditor
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l i C G /3l i C G /3Role in Corporate Governance ../3Role in Corporate Governance ../3

Composition and OrganizationComposition and OrganizationComposition and OrganizationComposition and Organization
Number of members can vary Number of members can vary –– all must be all must be 

b d bb d bboard membersboard members
Desired skill setsDesired skill sets

Availability of financially literate members ?Availability of financially literate members ?
Continuing educationContinuing education
Succession planningSuccession planning
IndependenceIndependence
StructureStructure
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l i C G /4l i C G /4Role in Corporate Governance ../4Role in Corporate Governance ../4

Charter (Terms of Reference)Charter (Terms of Reference)Charter (Terms of Reference)Charter (Terms of Reference)

Outline roles and responsibilitiesOutline roles and responsibilitiespp

Helps understand functionHelps understand function

Reviewed and revised regularlyReviewed and revised regularly
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l i C G /l i C G /Role in Corporate Governance ../5Role in Corporate Governance ../5

Meetings and minutesMeetings and minutesMeetings and minutesMeetings and minutes

Quarterly meetings required with Quarterly meetings required with y g qy g q
comprehensive minutescomprehensive minutes

Must report to Board within 60 daysMust report to Board within 60 daysMust report to Board within 60 daysMust report to Board within 60 days

External auditor invited where appropriateExternal auditor invited where appropriate

AgendaAgenda

Work plan Work plan –– best practicebest practice
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l i C G /6l i C G /6Role in Corporate Governance ../6Role in Corporate Governance ../6

InIn camera meetingscamera meetings Best PracticeBest PracticeInIn--camera meetings camera meetings –– Best PracticeBest Practice

Summary of topics and discussionSummary of topics and discussiony py p

Material items brought forward for formal Material items brought forward for formal 
committee considerationcommittee considerationcommittee considerationcommittee consideration

With internal and external auditorsWith internal and external auditors

With CFOWith CFO
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ibili iibili iNew ResponsibilitiesNew Responsibilities

Four critical responsibilities:Four critical responsibilities:Four critical responsibilities:Four critical responsibilities:

1.1. Oversight and review of financial Oversight and review of financial gg
reportingreporting

22 Oversight of risk management andOversight of risk management and2.2. Oversight of risk management and Oversight of risk management and 
controlscontrols

3.3. Oversight of audit activitiesOversight of audit activities

44 Oversight of compliance activitiesOversight of compliance activities4.4. Oversight of compliance activitiesOversight of compliance activities
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ibili iibili iResponsibilitiesResponsibilities

Financial Reporting and DisclosureFinancial Reporting and DisclosureFinancial Reporting and DisclosureFinancial Reporting and Disclosure
Annual audited financial statementsAnnual audited financial statements
SubsidiariesSubsidiaries
Significant changes in accounting Significant changes in accounting g g gg g g
principles / practicesprinciples / practices
Recommendations re: safeguardingRecommendations re: safeguardingRecommendations re: safeguarding Recommendations re: safeguarding 
assets, accounting data adherence to P&Passets, accounting data adherence to P&P
Assess adequacy of staffAssess adequacy of staffAssess adequacy of staffAssess adequacy of staff
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ibili i /2ibili i /2Responsibilities ../2Responsibilities ../2

External AuditExternal AuditExternal AuditExternal Audit
Recommend selection and engagement Recommend selection and engagement 

i d l ii d l iterms, remuneration and evaluationterms, remuneration and evaluation
Review audit scope and planReview audit scope and plan
Discuss audit findingsDiscuss audit findings
Management letters / recommendationsManagement letters / recommendationsManagement letters / recommendationsManagement letters / recommendations
Report on any unresolved conflicts Report on any unresolved conflicts 
between auditor and managementbetween auditor and managementbetween auditor and managementbetween auditor and management
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ibili i /3ibili i /3Responsibilities ../3Responsibilities ../3

Auditor Selection and FeesAuditor Selection and FeesAuditor Selection and FeesAuditor Selection and Fees

Request for proposalRequest for proposalq p pq p p

Fees reflective of value and effectivenessFees reflective of value and effectiveness

IndependenceIndependence

External audit servicesExternal audit servicesExternal audit servicesExternal audit services
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Responsibilities Responsibilities 
External Audit ScopeExternal Audit Scope

T f tT f tTerms of engagementTerms of engagement
Written record detailing:Written record detailing:

scope of auditscope of audit
special areas of emphasisspecial areas of emphasis
degree of reliancedegree of reliance
materiality levelsmateriality levels
timingtiming
extent of testingextent of testing

15
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Responsibilities Responsibilities 
External Audit ScopeExternal Audit Scope ../2../2

DICO or FSCO can require auditor to:DICO or FSCO can require auditor to:DICO or FSCO can require auditor to:DICO or FSCO can require auditor to:

Report on extent of procedures in Report on extent of procedures in 
examination of financial statementsexamination of financial statements

Enlarge or extend scope of examinationEnlarge or extend scope of examinationg pg p

Perform any other specific procedure Perform any other specific procedure 

D i (S )D i (S )Duty to report contravention (S 172)Duty to report contravention (S 172)
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Responsibilities Responsibilities 
External Audit ScopeExternal Audit Scope ../3../3

Consider high risk areas (examples):Consider high risk areas (examples):Consider high risk areas (examples):Consider high risk areas (examples):
Reports not provided for each Board meetingReports not provided for each Board meeting
Ineffective internal audit programIneffective internal audit program
Restricted party loans not approved by BoardRestricted party loans not approved by Boardp y pp yp y pp y
Inadequate loan and mortgage Inadequate loan and mortgage 
documentationdocumentation
Connected parties not identifiedConnected parties not identified
Inaccurate delinquency reportsInaccurate delinquency reportsInaccurate delinquency reportsInaccurate delinquency reports
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Responsibilities Responsibilities 
External Audit ScopeExternal Audit Scope ../4../4

High risk areas (examples cont’d)High risk areas (examples cont’d)High risk areas (examples cont d)High risk areas (examples cont d)
IRR methodology not appropriateIRR methodology not appropriate
S i h t t d t dS i h t t d t dSurprise cash counts not conductedSurprise cash counts not conducted
Incomplete signing authoritiesIncomplete signing authorities
Dormant and inactive accountsDormant and inactive accounts
Only one signature on corporate chequesOnly one signature on corporate chequesOnly one signature on corporate chequesOnly one signature on corporate cheques
Suspense accounts not reconciledSuspense accounts not reconciled
A t l t d t tA t l t d t tAccess controls to data system          Access controls to data system          
lacking / inadequatelacking / inadequate 18



Responsibilities Responsibilities 
External AuditExternal Audit

Review audit results and discuss report andReview audit results and discuss report andReview audit results and discuss report and Review audit results and discuss report and 
findings:findings:

Evaluate performance and level of Evaluate performance and level of 
cooperation of managementcooperation of managementgg

Identify any problems encounteredIdentify any problems encountered

Confirm suggestions for improvementConfirm suggestions for improvement

Determine if any negative trendsDetermine if any negative trendsDetermine if any negative trendsDetermine if any negative trends
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l A dil A diExternal AuditExternal Audit

Evaluate performance of external auditor:Evaluate performance of external auditor:Evaluate performance of external auditor:Evaluate performance of external auditor:

Comprehensiveness of audit planComprehensiveness of audit plan

Timeliness of completionTimeliness of completion

Timeliness and quality of communicationsTimeliness and quality of communicationsTimeliness and quality of communicationsTimeliness and quality of communications

Competency and knowledge of audit staffCompetency and knowledge of audit staff

Adequacy of resources allocatedAdequacy of resources allocated
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Responsibilities Responsibilities 
Internal AuditInternal Audit

Review effectiveness of internal auditReview effectiveness of internal auditReview effectiveness of internal audit Review effectiveness of internal audit 
practicespractices

Oversight of internal audit functionOversight of internal audit function

Appropriate based on size and complexityAppropriate based on size and complexityAppropriate based on size and complexityAppropriate based on size and complexity
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Responsibilities Responsibilities 
Internal AuditInternal Audit ../2../2

Assess degree of independence of internalAssess degree of independence of internalAssess degree of independence of internal Assess degree of independence of internal 
auditorsauditors

Free from bias or undue influenceFree from bias or undue influence

Able to exercise professional judgmentAble to exercise professional judgmentp j gp j g

Reports directly to Audit CommitteeReports directly to Audit Committee

A ll dA ll dAccess to all company recordsAccess to all company records

No operational accountability or No operational accountability or p yp y
responsibilitiesresponsibilities
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Responsibilities Responsibilities 
Internal AuditInternal Audit ../3../3

Organization and PlanningOrganization and PlanningOrganization and PlanningOrganization and Planning
Coordinated with external audit functionCoordinated with external audit function
Regular communicationRegular communication
Review and approve annual audit planReview and approve annual audit planpp ppp p
Internal audit responsible for review of Internal audit responsible for review of 

business operationsbusiness operationsbusiness operationsbusiness operations
system controls system controls 
accounting and process controls and accounting and process controls and 
reporting to internal usersreporting to internal users
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Responsibilities Responsibilities 
Internal AuditInternal Audit ../4../4

Review findings and recommendationsReview findings and recommendationsReview findings and recommendationsReview findings and recommendations

Reports of the internal auditorReports of the internal auditorpp

Progress of management’s resolution of Progress of management’s resolution of 
audit findingsaudit findingsaudit findingsaudit findings

Competency of management with respect Competency of management with respect 
to operation of credit unionto operation of credit union
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Responsibilities Responsibilities 
Compliance ActivitiesCompliance Activities

Audit Committee:Audit Committee:Audit Committee:Audit Committee:
Reviews reports by DICO and monitor Reviews reports by DICO and monitor 
implementation of significant recommendationsimplementation of significant recommendationsimplementation of significant recommendationsimplementation of significant recommendations
Reviews P&P governing the way in which it meets Reviews P&P governing the way in which it meets 
the requirements under the Actthe requirements under the Actthe requirements under the Actthe requirements under the Act
Reviews material legal proceedingsReviews material legal proceedings
Monitors adherence to code of conduct andMonitors adherence to code of conduct andMonitors adherence to code of conduct and Monitors adherence to code of conduct and 
ethical behaviourethical behaviour
Reviews disaster recovery and business continuityReviews disaster recovery and business continuityReviews disaster recovery and business continuity Reviews disaster recovery and business continuity 
plansplans
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Responsibilities  Responsibilities  
Enterprise Risk Management FrameworkEnterprise Risk Management Framework

Audit Committee:Audit Committee:Audit Committee:Audit Committee:

Reviews management’s identification of Reviews management’s identification of 
the principal risks facing the credit unionthe principal risks facing the credit union

Ensures that there is a process in place to Ensures that there is a process in place to p pp p
measure, monitor and manage those risksmeasure, monitor and manage those risks

Reports to the Board of directors andReports to the Board of directors andReports to the Board of directors and Reports to the Board of directors and 
ultimately to the membership on risk ultimately to the membership on risk 
managementmanagementmanagementmanagement
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i b AGi b AGReporting to Members at AGMReporting to Members at AGM

Number of meetings heldNumber of meetings heldNumber of meetings heldNumber of meetings held

Summary of significant activitiesSummary of significant activities

Confirmation re affairsConfirmation re affairs

Information on failure to implementInformation on failure to implementInformation on failure to implement Information on failure to implement 
recommendationsrecommendations

A h i d b di l dA h i d b di l dAny other matter required to be disclosedAny other matter required to be disclosed

Other matters as appropriateOther matters as appropriatepp ppp p
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S lf l iS lf l iSelf EvaluationSelf Evaluation

Annually:Annually:Annually:Annually:
Feedback from members and other groupsFeedback from members and other groups
Identify committee strengths and Identify committee strengths and 
weaknessesweaknesses
Create a plan of action to address areas for Create a plan of action to address areas for 
enhancementenhancement
Chair evaluates each memberChair evaluates each member
Chair evaluated by BoardChair evaluated by BoardChair evaluated by BoardChair evaluated by Board
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S lf l i /2S lf l i /2Self Evaluation ../2Self Evaluation ../2

The Audit CommitteeThe Audit Committee ( l ti )( l ti )::The Audit Committee The Audit Committee (sample questions)(sample questions)::
Holds meetings at least quarterlyHolds meetings at least quarterly
R di d d i hR di d d i hReports proceedings and recommendations to the Reports proceedings and recommendations to the 
BoardBoard
M i t i d t i tM i t i d t i tMaintains adequate minutesMaintains adequate minutes
Members come to meetings well preparedMembers come to meetings well prepared
P id f db k i l di l llP id f db k i l di l llProvides feedback to internal audit at least annuallyProvides feedback to internal audit at least annually
Has an effective process to evaluate external Has an effective process to evaluate external 

dit ’ lifi ti d fdit ’ lifi ti d fauditor’s qualifications and performanceauditor’s qualifications and performance
Has an understanding of fraud risksHas an understanding of fraud risks 29



l ibili il ibili iLegal ResponsibilitiesLegal Responsibilities

In addition to responsibilities set out underIn addition to responsibilities set out underIn addition to responsibilities set out under In addition to responsibilities set out under 
S 27 of the Regulation, Audit Committee S 27 of the Regulation, Audit Committee 

b iblb iblmembers are responsible to:members are responsible to:

Carry out their job honestly, in good faith Carry out their job honestly, in good faith y j y gy j y g
and in the best interest of the credit unionand in the best interest of the credit union

Exercise care diligence and skill aExercise care diligence and skill aExercise care, diligence and skill a Exercise care, diligence and skill a 
reasonably prudent person would exercisereasonably prudent person would exercise
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l ibili i /2l ibili i /2Legal Responsibilities ../2Legal Responsibilities ../2

Hold in strict confidence all transactionsHold in strict confidence all transactionsHold in strict confidence all transactions Hold in strict confidence all transactions 
and other informationand other information
Disclose when there may be a conflict ofDisclose when there may be a conflict ofDisclose when there may be a conflict of Disclose when there may be a conflict of 
interestinterest
C l ith ll l t ti f thC l ith ll l t ti f thComply with all relevant sections of the Comply with all relevant sections of the 
Act, Regulations, DICO byAct, Regulations, DICO by--laws, articles laws, articles 

d bd b l f th dit i d thl f th dit i d thand byand by--laws of the credit union and other laws of the credit union and other 
applicable laws and statutesapplicable laws and statutes
Refrain from management or involvement Refrain from management or involvement 
in day to day activitiesin day to day activities 31



SSIn SummaryIn Summary

Powers and duties of the Audit CommitteePowers and duties of the Audit Committee 
have changed somewhat
Critical role in Corporate Governance
Several Important responsibilities              p p
i.e. internal & external audit and compliance
Annual comprehensive reports to membersAnnual comprehensive reports to members
Protection from potential liability
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CO G id & l f l lCO G id & l f l lDICO Guidance & Helpful ToolsDICO Guidance & Helpful Tools

Audit Committee HandbookAudit Committee HandbookAudit Committee HandbookAudit Committee Handbook

Director’s HandbookDirector’s Handbook

Guidance NotesGuidance Notes

DICO WebsiteDICO Website

DICO StaffDICO StaffDICO StaffDICO Staff

33



Thank you!Thank you!Thank you!Thank you!

QQ ??QuestionsQuestions??
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