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EMERA INCORPORATED
AUDIT COMMITTEE
CHARTER

PART I
MANDATE AND RESPONSIBILITIES
Committee Purpose
There shall be a committee of the Board of Directors (the “Board”) of Emera Inc. (“Emera”)
which shall be known as the Audit Committee (the “Committee”). The Committee shall assist the
Board in discharging its oversight responsibilities concerning:

-

the quality and integrity of Emera’s financial statements;
the effectiveness of Emera’s internal control systems over financial reporting;
the internal audit and assurance process;
the qualifications, independence and performance of the external auditors;
major financial risk exposures;
Emera’s compliance with legal requirements and securities regulations in respect of
financial statements and financial reporting; and
any other duties set out in this Charter or delegated to the Committee by the Board.

1.

Financial Reporting

-

a) The Committee shall be responsible for reviewing, assessing the completeness and
clarity of the disclosures in, and recommending to the Board for approval:
(i) the audited annual financial statements of Emera, all related
Management’s Discussion and Analysis, and earnings press releases;
(ii) any documents containing Emera’s audited financial statements; and,
(iii)the quarterly financial statements, all related Management’s Discussion
and Analysis, and earnings press releases.
b)

The Board may delegate the approval of the quarterly financial statements, all related
Management’s Discussion and Analysis, and earnings press releases to the
Committee.

c)

The Committee shall oversee and assess that adequate procedures are in place for the
review of public disclosure of financial information.
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2.

External Auditors
a)

The Committee shall evaluate and recommend to the Board the external auditor to be
nominated for the purpose of preparing or issuing the auditor’s report or performing
other audit, review, or attest services for Emera, and the compensation of such
external auditors.

b)

Once appointed, the external auditor shall report directly to the Committee, and the
Committee shall oversee the work of the external auditor concerning the preparation
or issuance of the auditor’s report or the performance of other audit, review or attest
services for Emera.

c)

The Committee shall be responsible for resolving disagreements between
management and the external auditor concerning financial reporting.

d) At least annually, the Committee shall obtain and review a report by the external
auditors describing: (i) the firm’s internal quality control procedures; (ii) any material
issues raised by the most recent internal quality control review, or peer review, of the
firm, or by any inquiry or investigation by governmental or professional authorities,
within the preceding five years, with respect to one or more external audits carried out
by the firm, and any steps taken to deal with any such issues; and (iii) all relationships
between the external auditors and Emera (to assess the auditors’ independence).
e) The Committee shall annually evaluate the auditors’, including the lead audit partner’s,
qualifications, performance, professional skepticism and independence.
f) The Committee shall determine that the external audit firm has a process in place to
address the rotation of the lead audit partner and other audit partners serving the
account as required under prescribed independence rules.
g) Every five (5) years, the Committee shall perform a comprehensive review of the
performance of the external auditors over multiple years to provide further insight on
the audit firm, its independence and application of professional standards.
h) The Committee will review differences that were noted or proposed by the external
auditors, but that were considered immaterial or insignificant; and any “management”
or “internal control” letter issued, or proposed to be issued.
3.

Non-Audit Services
a)

The Committee shall be responsible for reviewing and pre-approving all non-audit
services to be provided to Emera, or any of its subsidiaries, by the external auditor.

b)

The Committee may establish specific policies and procedures concerning the
performance of non-audit services by the external auditor so long as the requirements
of applicable legislation and regulation are satisfied.
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c)

4.

5.

In accordance with policies and procedures established by the Committee, and
applicable legislation and regulation, the Committee may delegate the pre-approval
of non-audit services to a member of the Committee or a sub-committee thereof.

Oversight and Monitoring of Audits
a)

The Committee shall meet with the external auditor prior to the audit to discuss the
planning and staffing of the audit, including the general approach, scope, areas subject
to significant risk of material misstatement, estimated fees and other terms of
engagement.

b)

The Committee shall discuss with the external auditor any issues that arise with
Management or the internal auditors during the course of the audit and the adequacy
of Management’s responses in addressing audit-related deficiencies.

c)

The Committee shall regularly review with the external auditors any audit problems
or difficulties encountered during the course of the audit work, including any
restrictions on the scope of the external auditors’ activities or access to requested
information, and Management’s response.

d)

The Committee shall review with Management the results of internal and external
audits.

e)

The Committee shall take such other reasonable steps as it may deem necessary to
oversee that the audit was conducted in a manner consistent with applicable legal
requirements and auditing standards of applicable professional or regulatory bodies.

Oversight and Review of Accounting Principles and Practices

The Committee shall oversee, review and discuss with Management, the external auditor and the
internal auditors:
a) the quality, appropriateness and acceptability of Emera’s accounting principles and
practices used in its financial reporting, changes in Emera’s accounting principles or
practices and the application of particular accounting principles and disclosure
practices by Management to new transactions or events;
b) all significant financial reporting issues and judgments made in connection with the
preparation of the financial statements, including the effects of alternative methods
within generally accepted accounting principles on the financial statements and any
“other opinions” sought by Management from an independent auditor, other than the
Company’s external auditors, with respect to the accounting treatment of a particular
item, and other material written communications between the external auditors and
management;
c)

disagreements between Management and the external auditor or the internal auditors
regarding the application of any accounting principles or practices;

d)

any material change to Emera’s auditing and accounting principles and practices as
recommended by Management, the external auditor or the internal auditors or which
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may result from proposed changes to applicable generally accepted accounting
principles;

6.

e)

the effect of regulatory and accounting initiatives on Emera’s financial statements and
other financial disclosures;

f)

any reserves, accruals, provisions, estimates or Management programs and policies,
including factors that affect asset and liability carrying values and the timing of
revenue and expense recognition, that may have a material effect upon the financial
statements of Emera;

g)

the use of special purpose entities and the business purpose and economic effect of
off-balance sheet transactions, arrangements, obligations, guarantees and other
relationships of Emera and their impact on the reported financial results of Emera;

h)

any legal matter, claim or contingency that could have a significant impact on the
financial statements, Emera’s compliance policies and any material reports, inquiries
or other correspondence received from regulators or governmental agencies and the
manner in which any such legal matter, claim or contingency has been disclosed in
Emera’s financial statements;

i)

the treatment for financial reporting purposes of any significant transactions which
are not a normal part of Emera’s operations.

Hiring Policies

The Committee shall review and approve Emera’s hiring policy concerning partners or employees,
as well as former partners and employees, of the present or former external auditors of Emera.
7.

Pension Plans

The Committee shall exercise oversight of the pension plans in accordance with the Pension
Oversight Framework adopted by Emera.
8.

Oversight of Finance Matters
a)

The Committee shall review the appointments of key financial executives involved in
the financial reporting process of Emera, including the Chief Financial Officer.

b) The Committee may request for review, and shall receive when requested, material tax
policies and tax planning initiatives, tax payments and reporting and any pending tax
audits or assessments. The Committee shall review Emera’s compliance with tax and
financial reporting laws and regulations.
c)

The Committee shall meet at least annually with Management to review and discuss
Emera’s major financial risk exposures and the policy steps Management has taken
to monitor and control such exposures, including the use of financial derivatives,
hedging activities, and credit and trading risks.
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d)

The Committee may review any investments or transactions that the Committee
wishes to review, or which the internal or external auditor, or any officer of Emera,
may bring to the attention of the Committee within the context of this charter.

e)

The Committee shall review financial information of material subsidiaries of Emera
and any auditor recommendations concerning such subsidiaries.

f) The Committee may request for review, and shall receive when requested, all related
party transactions required to be disclosed pursuant to generally accepted accounting
principles, and discuss with Management the business rationale for the transactions
and whether appropriate disclosures have been made.
9.

Internal Controls

The Committee shall oversee:
a)

the adequacy and effectiveness of the Company’s internal accounting and financial
controls and the recommendations of Management, the external auditor and the
internal auditors for the improvement of accounting practices and internal controls;
and

b) management’s compliance with the Company’s processes, procedures and internal
controls.
In exercising such oversight, the Committee shall review and discuss each of the foregoing with
Management, the external auditor and the internal auditor.
The Committee will carry out the following specific duties:
c) Review and discuss with the Chief Executive Officer and the Chief Financial Officer
the procedures undertaken in connection with the Chief Executive Officer and Chief
Financial Officer certifications for the annual and interim filings with applicable
securities regulatory authorities.
d) Review disclosures made by Emera’s Chief Executive Officer and Chief Financial
Officer during their certification process for the annual and interim filing with
applicable securities regulatory authorities about any significant deficiencies in the
design or operation of internal controls which could adversely affect Emera’s ability
to record, process, summarize and report financial data or any material weaknesses in
the internal controls, and any fraud involving management or other employees who
have a significant role in the Emera’s internal controls.
e) Discuss with Emera’s Chief Legal Officer at least annually any legal matters that may
have a material impact on the financial statements, operations, assets or compliance
policies and any material reports or inquiries received by Emera or any of its
subsidiaries from regulators or governmental agencies.
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10.

Internal Auditor
a) The lead internal auditor shall report directly to the Committee. The Committee shall
approve the appointment, removal and replacement of the lead internal auditor. The
Committee shall approve the remuneration of the lead internal auditor on appointment.
b) The Committee shall review and approve the internal audit plan, including activities,
organizational structure, staffing, qualifications and budget, and shall review all major
changes to the plan. The Committee shall review and discuss with the internal auditor
the scope, progress, and results of executing the internal audit plan. The Committee
shall receive reports on the status of significant findings, recommendations, and
management’s responses.
c) The Committee shall meet periodically with the internal auditor to discuss the progress
of their activities, any significant findings stemming from internal audits, any issues
that arise with Management, and the adequacy of Management’s responses in
addressing audit-related deficiencies.

11.

d)

The Committee shall obtain from the internal auditor and review summaries of the
significant reports to Management prepared by the internal auditor, and the actual
reports if requested by the Committee, and Management’s responses to such reports.

e)

The Committee shall annually receive and review a report on the Chief Executive
Officers’ expense accounts.

f)

The Committee may communicate with the internal auditor with respect to their
reports and recommendations, the extent to which prior recommendations have been
implemented and any other matters that the internal auditor brings to the attention of
the Committee.

g)

The Committee shall, at least biennially or more frequently as it deems necessary,
approve the internal audit charter. The internal auditor shall confirm to the Committee
annually that the function adheres to applicable professional standards. The
Committee may provide feedback on the performance of the lead internal auditor as
deemed necessary.

h)

The Committee shall, biennially or more frequently as it deems necessary, review the
independence of the internal audit function and shall make recommendations to the
Board on appropriate actions to be taken which the Committee deems necessary to
protect and enhance the independence of the internal audit function.

i)

The Committee shall review the results of an external assessment, performed every
five years by a qualified independent assessor or assessment team, of the internal audit
function in conformance with International Standards for the Professional Practice of
Internal Auditing (IPPF Standards).

Complaints

The Committee shall oversee procedures relating to the receipt, retention, and treatment of
complaints received concerning accounting, internal accounting controls, or auditing matters. The
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Committee shall also review procedures concerning the confidential, anonymous submission of
concerns by Emera’s employees relating to questionable accounting or auditing matters.
12.

Other Responsibilities

The Committee shall:
(a) Periodically review Management’s process for identifying non-compliance with legal
and regulatory requirements;
(b) Annually receive and review a report on executive officers’ compliance with the
Company’s Code of Conduct; and
(c) Perform such other duties and exercise such powers as may be directed or delegated
to the Committee by the Board.
13.

Limitation on Authority

Nothing articulated herein is intended to assign to the Committee the Board’s responsibility to
oversee Emera’s compliance with applicable laws or regulations or to expand applicable standards
of liability under statutory or regulatory requirements for the Directors or the members of the
Committee.
PART II
COMPOSITION
14.

Composition
(a)

Emera’s Articles of Association require that the Committee shall be comprised of
no less than three directors none of whom may be officers or employees of Emera
nor may they be an officer or employee of any affiliate of Emera. In addition, all
members of the Committee shall be independent as required by applicable
legislation.

(b)

The Board shall appoint members to the Committee who are financially literate, as
required by applicable legislation, which at a minimum requires that Committee
members have the ability to read and understand a set of financial statements that
present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of issues that can reasonably be
expected to be raised by Emera’s financial statements.

(c)

Committee members shall be appointed at the Board meeting following the
election of Directors at Emera’s annual shareholders’ meeting and membership
may be based upon the recommendation of the Nominating and Corporate
Governance Committee.

(d)

Pursuant to Emera’s Articles of Association, the Board may appoint, remove, or
replace any member of the Committee at any time, and a member of the Committee
shall cease to be a member of the Committee upon ceasing to be a Director.
Subject to the foregoing, each member of the Committee shall hold office as such
Page | 7

EMERA INCORPORATED
AUDIT COMMITTEE
CHARTER
until the next annual meeting of shareholders after the member’s appointment to
the Committee.
(e)

The Secretary of the Committee shall advise Emera’s internal and external auditors
of the names of the members of the Committee promptly following their election.

PART III
COMMITTEE PROCEDURE
15.

16.

17.

Meetings
(a)

Meetings of the Committee may be called by the Chair or at the request of any
member. The Committee shall meet at least quarterly.

(b)

The timing and location of meetings of the Committee, and the calling of and
procedure at any such meeting, shall be determined from time to time by the
Committee.

(c)

Emera’s internal and external auditors shall be notified of all meetings of the
Committee and shall have the right to appear before and be heard by the
Committee.

(d)

Emera’s internal or external auditors may request the Chair of the Committee to
consider any matters which the internal or external auditors believe should be
brought to the attention of the Committee or the Board.

Separate Sessions
(a)

The Committee Chair shall meet periodically with the Chief Financial Officer, the
lead internal auditor and the external auditor in separate executive sessions to
discuss any matters that the Committee or each of these groups believes should be
discussed privately.

(b)

The Chief Financial Officer, the lead internal auditor and the external auditor shall
have access to the Committee to bring forward matters requiring its attention.

(c)

The Committee shall meet periodically without Management present.

Quorum

Two members of the Committee present in person, by teleconferencing, or by videoconferencing,
or by a combination thereof, will constitute a quorum.
18.

Chair

Pursuant to Emera’s Articles of Association, the Committee shall choose one of its members to act
as Chair of the Committee, which person shall not be the Chair of Nova Scotia Power Inc.’s Audit
Committee. In selecting a Committee Chair, the Committee may consider any recommendation
made by the Nominating and Corporate Governance Committee.
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19.

Secretary and Minutes

Pursuant to Emera’s Articles of Association, the Corporate Secretary of Emera shall act as the
Secretary of the Committee. Emera’s Articles of Association require that the Minutes of the
Committee be in writing and duly entered into Emera’s records, and the Minutes shall be circulated
to all members of the Committee. The Secretary shall maintain all Committee records.
20.

Board Relationships and Reporting

The Committee shall:

21.

(a)

Review annually the Committee’s Charter;

(b)

Oversee the appropriate disclosure of the Committee’s Charter as well as other
information concerning the Committee which is required to be disclosed by
applicable legislation in Emera’s Annual Information Form and any other
applicable disclosure documents;

(c)

Report to the Board at the next following board meeting on any meeting held by
the Committee, and as required, regularly report to the Board on Committee
activities, issues, and related recommendations; and

(d)

Maintain free and open communication between the Committee, the external
auditors, internal auditors, and Management, and determine that all parties are
aware of their responsibilities.

Powers

The Committee shall:

22.

(a)

examine and consider such other matters, and meet with such persons, in
connection with the internal or external audit of Emera’s accounts, which the
Committee in its discretion determines to be advisable;

(b)

have the authority to communicate directly with the internal and external auditors;
and

(c)

have the right to inspect all records of Emera or its affiliates and may elect to
discuss such records, or any matters relating to the financial affairs of Emera with
the officers or auditors of Emera and its affiliates.

Experts and Advisors

The Committee may, in consultation with the Chairman of the Board, engage and compensate any
outside adviser that it determines necessary in order to carry out its duties.
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