Tatton Asset Management PLC 
Audit and Risk Committee
1. Terms of Reference

(A) Membership

· The Board shall appoint the chairman of the Audit and Risk Committee (the "Chairman"). In absence of the Chairman and any appointed deputy, the remaining members present shall elect one of themselves to chair the meeting.

· The members of the Audit and Risk Committee shall be appointed by the Board, in consultation with the Chairman.

· The Audit and Risk Committee shall consist of at least two members, all of whom are independent directors. The Chairman of the Board may be a member of the Audit and Risk Committee.

(B) Quorum
· A quorum shall be two members

(C) Attendance at meetings
· No one other than the Chairman, and members, of the Audit and Risk Committee is entitled to be present or vote at a meeting of the Audit and Risk Committee.

· The Chief Executive Officer, Finance Director, other directors, internal audit or other person shall attend meetings at the invitation of the committee.

· There should be at least one meeting, or part of a meeting, each year which the external auditors attend without management present to discuss matters relating to its remit and any issues arising from the audit.

(D) Frequency of meetings
· Meetings shall be held at such times as the Audit and Risk Committee deems appropriate, and in any event shall be held not less than four a year.

· External auditors may request a meeting if they consider that one is necessary.

(E) Authority
· The Audit and Risk Committee is authorised by the Board to investigate any matter within its terms of reference. It is authorised to seek any information that it requires from any employee or any director in order to perform its duties and all employees and directors are directed to cooperate with any requests made by the Audit and Risk Committee.

· The Audit and Risk Committee is authorised by the Board to obtain external legal, accounting or other professional advice at the expense of the Company but within any budgetary restraints imposed by the Board and to secure the attendance of third parties with relevant experience and expertise at meetings of the Audit and Risk Committee if it considers this necessary.

2. Audit Responsibilities
The duties of the committee shall be:
· To monitor the integrity of the financial statements, review internal controls and oversee the Company's relations with the external auditor
(A) Key Areas

Financial reporting
· to monitor the integrity of the financial statements of the Company and any formal announcements relating to the Company’s financial performance

· to review, and challenge where necessary the actions and judgements of management, in relation to the company’s annual and half-yearly reports, interim management statements and any informal reports, such as preliminary statements of annual accounts and analyst presentations. 
· Particular attention should be paid to:

· significant accounting policies and practices, and any changes to them;

· decisions requiring significant estimates or judgements;

· the methods used to account for significant or unusual transactions where alternative approaches are possible;

· the clarity and completeness of disclosure;

· significant adjustments resulting from the audit;

· the going concern assumption;

· compliance with accounting standards;

· compliance with stock exchange and other legal requirements

Internal controls 
· to review reports received from the Company's management on the effectiveness of the internal financial controls 
· to monitor the integrity of the company’s internal financial controls

· to review the statement in the annual report and accounts on the company’s internal controls

· to review arrangements by which employees and contractors may, in confidence, raise concerns about possible wrongdoing and ensure that arrangements are in place for the investigation of such matters and appropriate follow-up action

Internal audit
· to consider annually whether there is a need for an internal audit function

External audit
· to be responsible for overseeing the Company's relations with the external auditor

· to consider and make recommendations to the Board, to be put to shareholders for approval at the AGM, on the appointment, reappointment and removal of the external auditors

· If the external auditor resigns, to investigate the issues surrounding the resignation and consider whether any action is required

· to approve the terms of engagement, and the remuneration to be paid to the external auditor in respect of audit services provided

· to assess annually, and report to the Board on, the qualification, expertise and resources, and independence of the external auditor and the effectiveness of the audit process (including a report from the external auditor on their own internal quality procedures)

· to assess the effectiveness of the audit process by

· reviewing whether the external auditor has met the agreed audit plan and understand the reasons for any changes

· considering the robustness and perceptiveness of the external auditors in their handling of key accounting and audit judgements identified,

· obtaining feedback about the conduct of the audit from key employees engaged in the process

· to review and monitor the content of the external auditor's management letter and to establish whether recommendations have been acted upon and if not, the reasons why they have not been acted upon

· to review any representation letters requested by the external auditor before they are signed and give particular consideration to matters where representation has been requested that relate to non-standard issues

· to develop and implement the Company's policy in relation to the engagement of the external auditor for the provision of non-audit services and ensure that the provision of such services does not impair the external auditor's independence or objectivity. 

3. Risk Responsibilities
The duties of the committee shall be:
· Oversee the risk management framework and the effectiveness of internal controls and compliance within the Group
(A) Key Areas
Material Risk Areas
· Review all material risk areas including financial and operational, compliance and regulatory, reputational and investment and ensure appropriate mitigation actions are being taken
Advice the Board

· Advise the Board on current risk exposures and help set the Group’s risk appetite 

Compliance

· Oversee the Compliance Department and its compliance monitoring programme

Emerging Risks

· Focus on any emerging key risks, including external risks and ensure effective management and mitigation

Culture

· Ensure an appropriate risk culture is promoted and communicated within the Group

4. Reporting
The duties of the committee shall be:

· The Chairman or, as a minimum, another member of the Audit and Risk Committee, shall attend the Board meetings at which the accounts are approved and/or the Risk register is reviewed.

· The Audit and Risk Committee shall annually review its terms of reference and its own effectiveness and recommend to the Board any necessary changes

· The Chairman shall be available at the Annual General Meeting to answer questions on the Audit and Risk Committee's activities and its responsibilities.

· The Audit and Risk Committee shall prepare a report on its role and responsibilities for inclusion in the annual report and accounts. Such report should specifically include:

· a summary of the role of the Audit and Risk Committee;

· the names of all members of the Audit and Risk Committee during the period;

· the number of Audit and Risk Committee meetings;

· the significant issues that the Audit and Risk Committee considered in relation to the financial statements and the risk management and how these issues were resolved;

· an explanation of how the Audit and Risk Committee has assessed the effectiveness of the external audit process and the approach taken to the appointment or re-appointment of the external auditor, information on the length of the current firm tenure, when a tender was last conducted, and any contractual obligations that restrict the Audit and Risk Committee's choice of external auditor; and

· if the external auditor provides non-audit services, how auditor objectivity and independence is safeguarded
