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1.
Introduction

The Charter of the Audit Committee (the “Committee”) of the Board of Directors (BOD)  of  (CJPL), hereinafter, referred to as “the Charter”, mainly defines Terms of Reference (ToR) of the Committee whose primary responsibility is to safeguard the interests of CJPL’s shareholders and other stakeholders by ensuring sound internal controls and compliance with best practices including the Listed Companies (Code of Corporate Governance) Regulations, 2019 (the “Code Regulations”) issued by the Securities and Exchange Commission of Pakistan (SECP). This Charter shall be subject to Code Regulations or any amendments therein from time to time. The BOD of CJPL is responsible for approval of the charter of the Committee.

The Committee shall review and reassess the charter from time to time but at least once every three years and recommend any proposed changes to the BOD for approval.   

2.
Purpose

The purpose of the Committee includes inter alia:

· To provide the Board of Directors (the “Board”) with an independent and objective evaluation of the operations, policies, procedures and controls implemented within the company;

· To provide supplemental assistance and resources to the internal audit department of the company in order for them to provide the management and the Board of the company with an independent, objective evaluation of their operations, policies, procedures and controls; and

· To provide the Board with an oversight of the internal audit department in the company to assure that an effective internal audit function is in place system-wide, which includes a risk based annual and long-range audit plan, a reporting mechanism and a quality control plan.

· To provide assistance to BOD in fulfilling their oversight responsibility relating to integrity of the financial statements and financial reporting,

· To review and evaluate procedures established to comply with laws and regulations and to monitor compliance thereof.

· To assess the company’s risk management process including risk related to Financial Statement and Financial Reporting.
3.
Membership

3.1 
The Committee shall consists of a minimum of three directors comprising non-executive directors and at least one independent director. 
3.2
At least one member of the Committee shall be financially literate as defined in the Code Regulations. 
3.3
The BOD shall appoint Committee members and the Chairman of the Committee. The Chairman of the Committee shall be an independent director, who shall not be the Chairman of the Board. 

3.4
Committee member shall be automatically removed of his or her position in the Committee due to his or her resignation from the position of a Director. Any casual vacancy occurring shall be filled up by the Board.

3.5
The Committee shall appoint a Secretary of the Committee who shall either be company secretary or head of internal audit. Secretary shall be responsible to assist the Committee in discharging its responsibilities under this Charter and also in meeting the requirements of the Code Regulations, including maintenance of complete records of the proceedings of the Committee for the purposes of reporting Committee activities to the Board of Directors and to perform all other duties as may from time to time be assigned to him or her by the Committee, or otherwise at the direction of a Committee member.
4.
Responsibilities/TOR
The Committee shall carry out the following responsibilities categorized under following sub-headings subject to the requirements of the Code Regulations or any amendments therein from time to time, as follows:

4.1
Chairman’s Responsibility
The Committee Chairman is to report to the Board following each meeting of the Committee. 

4.2
Financial Statements

· Review preliminary announcements of results of the company prior to external communication or publication;

· Review quarterly, half yearly and annual financial statements of the company, for accuracy and reliability, prior to their approval by the Board of Directors. The review shall focus on:

· major judgmental areas;

· significant adjustments resulting from the audit;

· the going-concern assumption;

· any change in accounting policies and practices;

· compliance with applicable accounting standards;

· compliance with Code Regulations and other statutory and regulatory requirements; and

· all related party transactions. 
4.3
Internal Controls

· Ascertain that the internal controls system including financial and operational controls, accounting system for timely and appropriate recording of purchases and sales, receipts & payments, assets and liabilities and the reporting structure and information technology security and control are adequate and effective;

· Review CJPL’s statement on internal controls system prior to endorsement by the Body and internal audit reports;

· Determine appropriate measures to safeguard company’s assets;

4.4
Internal Audit

· Review the overall audit scope and extent as well as the internal audit plan, reporting framework and procedures monitor its implementation;

· Ensure that internal audit function is adequately resourced and is appropriately placed within the company or has been outsourced.

· Review internal audit reports including major findings on internal investigations of activities characterized by frauds, corruption, abuse of powers and management’s response thereto;

· Ensure that there are no unjustified restrictions or limitations on the functioning of the Head of Internal Audit and that the appointment and removal of the Head of Internal Audit is made by BOD on the recommendation of the Committee.

· Regular quality assurance reviews (internal/external assessments) of the internal auditors.

· On a regular basis, meet separately with the Head of Internal Audit to discuss any matters that the committee or internal audit believes should be discussed privately.
· To direct Internal Auditor to perform specific tasks.
· Ensure that at least once a year, the Audit Committee shall meet the head of internal audit and other members of the internal audit function without the CFO and the external auditors being present.

4.5
External Audit

· Recommend to the BOD, the appointment of external auditors, their removal, audit fees, the provision of any service permissible to be rendered to the company by the external auditors in addition to audit of its financial statements, measures for redressal and rectification of non-compliances with the regulations. The Board shall give due consideration to the recommendations of the audit committee and where it acts otherwise it shall record the reasons thereof;

· Review the external auditors’ proposed audit scope and approach, including coordination of audit effort with internal audit. 

· Facilitate the external audit and discussions with external auditors of major observations arising from interim and final audits and any matters that the auditors may wish to highlight (in the absence of the management, where necessary);

· Review management letter issued by external auditors and management’s response thereto and ensure timely implementations of the findings;

· Ensure coordination between the internal and external auditors and their scope of work including provisions of internal audit reports for review by external auditors.

· Discuss any major findings in relation to the reports with the external auditors and report matters of significance to the BOD;

· Review and confirm the independence of the external auditors by obtaining statements from the auditors on relationships between the auditors and CJPL, including, non-audit services, and discussing the relationships with the auditors;

· Regular quality assurance reviews (internal/external assessments) of the external auditors.

· Ensure that at least once a year, the Audit Committee shall meet the external auditors without the CFO and the head of internal audit being present. 

4.6
Compliance

· Determine the compliance with all relevant statutory requirements;

· Review effectiveness of the system for monitoring compliance with laws and regulations and the results of management’s investigation and follow up (including disciplinary action) of any instances of non-compliance;

· Monitor compliance with Code Regulations and any amendments therein and identification of significant violation thereof;

· If necessary, review with management, internal auditors and with legal advisors any litigation, claims or other contingency, including tax assessments that could have a material effect on company’s financial position or operating results;

· Review reports on business ethic violations, conflict of interest, issues and irregularities and monitor management’s compliance with company’s relevant policies;

· Review the findings of any examinations by regulatory agencies;

· Ensure that a “Statement of Ethics and Business Practices” is prepared and circulated annually by the BOD to establish a standard of conduct for directors and employees and that each director and employee has signed such statement as to understanding and acceptance of standard of conduct.

4.7
Reporting Responsibilities

· Report matters of audit significance to the BOD;

· The Chairman of the Committee will report to the BOD on such matters, as he feels appropriate.

· Review any other reports CJPL issues that relate to the Committee’s responsibilities.

4.8
Other Responsibilities

· Institute special projects, value for money studies or other investigations on any matter specified by the BOD, in consultation with the Chief Executive and to consider remittance of any matter to the external auditors or to any other external body;

· Consider any other issue or matter as may be assigned by the BOD

· Review and assess the adequacy of the charter from time to time but at least once every three years. However, the charter will be reviewed for adequacy whenever there is a change in Code Regulations or the relevant laws, requesting the BOD approval for proposed changes, and ensure appropriate disclosure as may be required by law or regulation.

· Review of management for staff and management to report to the audit committee in confidence, concern if any, about actual or potential improprieties in financial and other matters and recommend instituting remedial and mitigating measures;
· Consider any other issue or matter as may be assigned by the Body.

4.9
Self-Assessment
The members of the Committee shall carry out a self assessment exercise on an annual basis to ensure that all responsibilities outlined in this charter have been carried out, preferably through the use of Audit Member toolkit.

5.
Authority

The Committee has authority to carry out its responsibilities effectively, within its ToR. Adequate resources shall be made available for this purpose. Without generally of this provision, the audit committee is empowered to:

· Pre-approve all auditing and non-auditing services to be performed by the auditors.

· Resolve any disagreements between management and the auditor regarding financial 
reporting.

· Approve plans and scope of internal auditors functioning.

· Seek any information it requires from any employee and all employees are directed to co-
operate with any request made by the Committee.

· Obtain outside legal or other independent professional advice and to secure the 
attendance of outsiders with relevant experience and expertise if it considers this 
necessary at any meeting of the committee.

It is recognized that the ultimate responsibility for approval of financial reports and for overseeing that management discharges its responsibilities relating to the control over the financial and operational activities of the organization rests with the entire Board. The Committee will, however, provide an effective and practical means of dealing with the same and providing additional comfort/support to the BOD to achieve the above objective.

The Committee shall have no authority to delegate its powers and duties.

6.
Quorum

Two members of the Committee present throughout the meeting shall constitute a quorum for the meeting.

7.
Participation in the meeting electronically

In the event any member of the Committee is unable to physically attend any meeting of the Committee, such member may participate in such meeting electronically by means of video or audio conferencing, and any member so participating shall for all intents and purposes be deemed to be present at the meeting in person including, without limitation, for the purposes of constituting the quorum for such meeting. 

The guidelines and responsibilities for the audio or video conferencing are detailed in Annexure “B” to this Charter:

8.
Approvals through circulation

In addition to the minutes of the meeting, approval may also be obtained from the Committee for any matters under the purview of the Charter, through circulars (memos), in case a meeting of the Committee is not scheduled in near future. However, this approval through circulation shall apply to matters other than the agenda items to be approved by the Committee in its quarterly meetings. Following procedures shall be followed for seeking approval through circulation: 

· The request for an approval of the Committee on any matter under the purview of the Charter may be sent to the Secretary in writing.

· The Secretary to the Committee shall forward the request to all members of the Committee through a memo along with all relevant details. 

· The request shall be deemed as approval only if approve by all members of the audit committee.
9.
Meetings and proceedings

9.1 
The Committee will meet at least once every quarter of the financial year. These meetings shall be held prior to approval of interim results and after competition of external audit. A meeting of the committee can also be held on request of the Chairman audit committee, the external auditors or Head of Internal Audit or the engagement partner from internal audit firm (if the internal audit function is outsourced)
9.2
The Head of Internal Audit and external auditors represented by engagement partner or in his absence any other partner designated by the audit firm shall attend the meetings of the Committee at which issues relating to accounts and audit are discussed. 

9.3
The CEO & CFO shall be available to attend the meetings of the Committee at invitation of Chairman of audit committee. 
9.4
Meeting agenda should be prepared and circulated preferably 7 days before the meeting by the Secretary.

9.5
Minutes of the meeting should be prepared and circulated with in 14 days to all members, directors, head of internal audit and where required CFO prior to the next board meeting as per Code regulations. However, where this is not practicable, the Chairman audit committee shall communicate synopsis of the proceedings to the Body and the minutes shall be circulated along with the minutes of the meeting of the BOD.
9.6
A representative of the external auditors shall preferably and mandatorily attend the meetings of the Committee at which half yearly and annual financial statements are discussed respectively. 

9.7 
The Committee may also require the attendance of any member of the management if it deems necessary to provide any information required to carry out its duties.

9.8
The sequence of the proceedings of the Committee meeting has been summarized in Annexure “C” to this Charter: 

10.
Annexure










Annexure “A”

Definitions

Executive officer

For the purpose of this Charter and subject to applicable law/regulations, Executive Officer means CJPL’s CEO, principal financial officer (CFO), any head of a business unit, division or function (such as sales, administration or finance), any other officer who performs a policy-making function, or any other person who performs similar policy-making functions for CJPL. Officers of the CJPL's parent(s) or subsidiaries shall be deemed officers of CJPL if they perform such policy-making functions for CJPL. 

Family member

The family member for the purpose of this Charter shall mean the spouse and dependent children of a director subject to the provisions of applicable law. 

Financially Literate: as per definition provided under Code Regulations
Independent director: as per definition provided under Section 166 of the Companies Act, 2017.














Annexure “B”

Guidelines and responsibilities for participation in the meeting electronically


	Activity
	Responsibility

	A member willing to participate in meeting through audio or video conferencing shall intimate the Secretary to the Committee before the meeting of the Committee in writing or via email.
	Members of the Committee

	The Secretary to the Committee shall be responsible to make all necessary arrangements and facilitate the participation of the member through audio or video conferencing.
	Secretary

	The attendance sheet & minutes of such meetings in which one or more members participated through video or audio conferencing shall be signed and approved by all the members of the Committee who participated in such meetings.  
	Secretary

	The Secretary to the Committee shall maintain back up of the recordings of audio or video conferencing. 
	Secretary











Annexure “C”

Sequence of proceedings at the meeting





	Activity
	Frequency/Timelines
	Responsibilities

	Before the meeting

	Audit Committee meeting shall be held prior to the approval of periodic financial statements of the company by the BOD and after completion of external audit (where required).
	Quarterly/ Half-yearly/ Annual
	Secretary

	Audit Committee meeting may also be held on request of Chairman audit committee or the Head of Internal Audit or external auditors or the engagement partner from internal audit firm (if the internal audit function is outsourced) 
	As Necessary
	Head of Internal Audit/external auditors/ internal audit engagement partner/ and Secretary

	Notice of the audit committee meeting.
	Quarterly/As Necessary
	Secretary

	Preparation and circulation of agenda and working papers for the audit committee meeting. 
	Quarterly/As Necessary
	Secretary

	During the meeting

	The Secretary of the Committee shall confirm that quorum of the meeting is complete and shall present the leave of absence received from a member for approval of the Chairman of the Committee.
	Quarterly/As Necessary
	Secretary

	The Secretary of the Committee shall present the minutes of the previous meeting to the members for confirmation. The Secretary and the Chairman of the Committee shall sign the minutes.
	Quarterly
	Secretary

	The Committee will review the matters arising out of previous meeting for their follow up and resolution.
	Quarterly
	Members

	The Committee will invite Chief Financial Officer to discuss the financial statements and operating performance of the company during the period under review. 

The Committee may also invite the Chief Executive Officer if deemed necessary to discuss above matters.
	Quarterly/As Necessary
	Secretary

	The Committee will invite the external auditors to discuss the matter related to financial statements and audit.
	While reviewing half yearly and annual financial statements.
	Secretary

	The Committee will invite the Head of Internal Audit to discuss the matters related to internal audit.
	Quarterly/As Necessary
	Secretary

	The Committee will hold meeting with external auditors without the CFO and Head of Internal Audit.
	At least once in a financial year.
	Secretary

	The Committee will hold meeting with Head of Internal Audit without the CFO and external auditors.
	At least once in a financial year.
	Secretary

	Any Other proceedings

In addition to above proceedings, the agenda of the Committee meeting also include any other items, such as:

· Appointment of external auditors and fixing their remuneration,

· Appointment of the internal auditors and fixing their remuneration,

· Approval of internal audit plan for next year, etc.
	As Necessary
	Secretary

	After the meeting

	Preparation of draft minutes of the meeting
	Quarterly/As Necessary
	Secretary

	Circulation of draft minutes of the meeting
	Quarterly/As Necessary
	Secretary



