1.

WCB AUDIT COMMITTEE

Terms of Reference

PURPOSE:

The Audit Committee is established to assist the Board of Directors in
fulfilling its oversight responsibilities. The Workers Compensation Act
requires that the Board of Directors establish an Audit Committee to:

(@)

2.1

2.2

2.3

review and advise the WCB about the annual report under
section 70 of The Workers Compensation Act and the
separate accounts under section 87;

review and advise the WCB about any audit or investigation
under section 69 of The Workers Compensation Act,

make recommendations to the Board of Directors about the
WCB’s internal control procedures;

make recommendations to the Board of Directors about the
standards of conduct and conflict of interest guidelines;
review and approve the mandate of the WCB’s Internal
Auditor and the internal audit plans;

periodically arrange and participate in meetings with the
Internal Auditor and the Auditor General or other auditor
appointed by the Lieutenant Governor in Council to review
the results of the internal audit practices of the WCB; and
perform any other functions assigned to it by the Board of
Directors.

COMPOSITION

The Audit Committee will be composed of the Chairperson of
the Board of Directors, the Chief Executive Officer (non-voting)
and an equal number of members of the Board of Directors
representative of workers, employers and the public interest.

In recognition of the value of financial and audit expertise to the
Audit Committee, the Board of Directors may also appoint up to
three external voting members.

The Chairperson of the Audit Committee may not chair another
Board Committee except as an acting Chairperson.
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2.4

3.1

3.2

3.3

3.4

3.5

4.

4.1

Appointments to the Audit Committee will be reviewed annually.

CHAIRPERSON OF THE AUDIT COMMITTEE

The Chairperson of the Committee is selected from one of the
members representing workers, employers or the public interest
and is appointed by the Board of Directors.

The appointment of the Chairperson will be reviewed annually.

In the absence of the Chairperson of the Committee, the
members will appoint an acting Chairperson.

The Chairperson of the Committee is responsible for reviewing
and cosigning along with the President & CEO the expenses of
the Board Chairperson.

The Chairperson of the Board of Directors may grant authority to
the Chairperson of the Audit Committee to approve the
expenses of the President and CEO and other Board Members
in his absence.

RESPONSIBILITIES

Financial Reporting

The Audit Committee will:

(a) make recommendations to the Board of Directors on the
appointment of the External Auditor and its fee.
(b) meet with the External Auditor to discuss:
i. the scope of the examination as agreed to by both
parties in the engagement letter;

ii. the financial statements and the auditor’s report;

iii. the independence of the External Auditor;

iv. the application, effect, quality and appropriateness of
the WCB’s accounting principles, practices and
judgments as applied in its financial reporting;

v. any recommendations contained in the Management
Report from the External Auditor; and

vi. such other matters as may be required or desirable.
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review the annual financial statements of the WCB and

recommend their approval to the Board of Directors.

review and recommend the WCB’s Annual Report for the
approval of the Board of Directors.

Approve non-audit services provided by the external auditor

as follows:

e The Committee will approve finance or internal audit
related services that are non-audit or non-recurring
engagements undertaken by the external auditors in
advance of the services being performed. In the event of
exceptional circumstances the Chair of the Audit
Committee is delegated authority to pre-approve these
engagements. Review of any pre-approval made by the
Chair will occur at the next scheduled Audit Committee
meeting.

e The Committee delegates to the Administration the
approval of non-audit or non-recurring engagements
other than finance or internal audit related services
undertaken by the external auditors.

4.2 Internal Audit
The Audit Committee will, from time to time:

(@)

jointly with the Chief Executive Officer, endorse the initial
appointment, review regular performance evaluations and,
if necessary, concur with the termination of the Internal
Auditor.

review and approve the Internal Auditor’s terms of
reference, short and long-term plans and related
resources.

initiate and approve specific requests for audits.

review audit reports or summaries and management
follow-up actions.

4.3 Monitoring of Corporate Integrity
The Audit Committee will, from time to time:

(@)

review the WCB’s program for monitoring compliance with
the code of conduct and conflict of interest guidelines.
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(b) receive reports from senior management on the results of
corporate integrity activities, including whistleblower
incidents.

(c) meet with the Internal Auditor and External Auditor without
management present to discuss:

I. the cooperation and relationship with management;
ii. the scope and operation of the Internal Audit
Department; and
iii. such other matters as may be required or desirable.

4.4 Review of Actuarial Functions
The Audit Committee will:

(a) make recommendations to the Board of Directors on the
appointment of the Actuary responsible for the valuation of
benefit liabilities and their fees.

(b)  meet with the Internal and External Actuary to review
actuarial reports.

(c) ensure that the WCB follows recognized actuarial
practices.

4.5 Internal Control

The Audit Committee will, from time to time, review the systems and
processes put in place by management to identify, monitor and
mitigate significant financial, business and regulatory risks.

4.6 Auditor General of Manitoba

The Audit Committee will review and advise the Board of Directors
with respect to any relevant reports and/or recommendations from the
Auditor General of Manitoba.

4.7 Other
The Audit Committee will:
(@) monitor and review Board and executive expenses.
(b) periodically perform a self-assessment of its performance
as a committee.
(c) review its terms of reference annually, and make
recommendations to the Board of Directors for
amendments as the Committee deems necessary.
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History:

1. Audit Committee Terms of Reference approved by Board Order
01/06 on January 31, 2006.

2. Revised on March 16, 2007 by Board Order 11/07. Changes
included: removal of the restriction that the Chairperson of the
Audit Committee cannot be a member of the Investment and
Finance Committee, the addition of the constraint that the
Chairperson of the Audit Committee may not chair another Board
Committee except on an acting basis and a clarification of the duty
of monitoring corporate integrity activities.

3. Revised on February 28, 2008 by Board Order No. 08/08. Change
was to amend Section 4.4 (b) of the Audit Committee Terms of
Reference to include a reference to the Internal Actuary.

4. Revised on August 24, 2009 by Board Order No. 18/09. Changes
included: Addition of new Section 3.4: To formalize the practice
that the Chairperson of the Audit Committee cosigns along with the
President & CEO the expenses of the Board Chairperson. Addition
of new Section 3.5: To provide that the Chairperson of the Board
of Directors may grant authority to the Chairperson of the Audit
Committee to approve the expenses of the President and CEO and
other Board Members in his absence. Addition of a new Section
4.1(e): To provide a process for approval of non-audit types of
services the External Auditor may engage in. Amendments to
Section 4.3(b): to add in “including whistleblower incidents” when
referring to corporate integrity activities and Section 4.4, Review of
Actuarial Functions: Amended to delete the word “External” with
respect to the responsibility for the valuation of benefit liabilities.

5. Terms of Reference confirmed on December 17, 2009 by Board
Order No. 40/09.
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