COMMITTEE RECOMMENDATIONS TO BOARD
Date:

August 15, 2016

To:

Columbia Association Board of Directors

From:

Nancy McCord, Chair, Audit Committee

Subject:

Audit Committee Charter

Issue:
The Audit Committee reviews its charter annually and last recommended
revisions in 2015. At its meeting held June 27, 2016, committee members discussed one
modification to the charter.
Discussion: The Audit Committee recommends modifying the charter to require that the
position of either the committee chair or vice chair be held by a member of the Board of
Directors. See the attached charter with the proposed change (in red).
Recommendation of Committee:
By a vote of ___4__ For

__0__ Opposed

__0__ Abstain

Has no recommendation.

X

Recommends the following action be taken or motion be approved by the CA Board of
Directors in regards to the issue described above.

Justification for Recommendation: The Audit Committee’s charter should be amended to allow
greater flexibility in appointing committee members.
Motion: The recommendation must be written in the form of a motion or resolution.
The Audit Committee recommends that the Board of Directors approve the Audit Committee
Charter as amended.

Additional Action recommended by committee in lieu of motion or in addition to motion: none.

\\Bigdipper\Shared_Drive\Auditing\Audit Committee\Board recom forms\COMMITTEE Recommendation AC charter June 2016.doc

Audit Committee Charter
I.

Purpose:
The purpose of the Audit Committee is to assist the Board of Directors in fulfilling its
oversight responsibilities for the financial reporting process, the system of internal
control, the audit process, and the ethics program.

II.

Composition:
The Audit Committee is to be comprised of at least three voting members as follows:

Financial experts: Two committee members appointed by the
Columbia Association Board of Directors shall be community members
meeting the criteria of a “financial expert” as defined by the Sarbanes
Oxley Act of 2002. Customarily, the community members will serve
three year terms (beginning in alternating years). However, they serve at
the pleasure of the board and may be removed from the committee’s
membership by the board.

Board of Directors: Three committee members will be
independent, non-management members of Columbia Association’s Board
of Directors. It is strongly preferred that any Board member(s) with
financial expertise serve on the Audit Committee. In addition, at least one
of the Board Committee members should remain consistent from year to
year.

The position of committee chair or vice chair will be chaired held
by one of the Board members.

A majority of the Committee’s membership, with at least two of
them being Board members, is required to be present at a meeting to
constitute a quorum.

Each member shall have one vote. A vote of the majority of the
quorum present at a meeting shall be sufficient to constitute action upon a
matter that properly comes before a meeting.

III.

Duties and Responsibilities:
A. External Audit


Recommend to the Board the appointment and discharge of the
external auditors. Review and confirm the independence of the
external auditors before finalizing the recommendation by
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obtaining statements from the auditors on relationships between
the auditors and CA, including non-audit services.
Review external audit fees and engagement letters.
Review the external auditors’ proposed audit scope and approach,
including coordination of audit effort with Internal Audit.
Review with management and the external auditors the results of
the audit, including any difficulties encountered.
Review the annual financial statements and footnotes with the
external auditors and management and consider whether they are
complete and consistent with information known to the committee
members and reflect appropriate accounting principles.
Review significant accounting and reporting issues, including
complex or unusual transactions and highly judgmental areas, and
recent professional and regulatory pronouncements, and
understand their impact on the financial statements.
Review with the external auditors and management all matters
required to be communicated to the committee under Generally
Accepted Auditing Standards (i.e. management letter, internal
control weaknesses, audit adjustments, any disagreements with
management, etc.). Resolve any disagreements between
management and the external auditors.
Review the results of other external/investigative audits (i.e. report
findings, recommendations, observations, etc.).
If necessary, meet separately with the external auditors to discuss
any matters that the committee or auditors believe should be
discussed privately.
Ensure that the audit engagement partners are rotated every five
years.

B. Internal Audit






Obtain and review reports on significant internal audit findings and
recommendations, together with management’s responses.
Review and recommend changes to the Office of Internal Audit’s
Mission Statement and Charter.
Review and approve the biannual Audit Plan.
Review the Office of Internal Audit’s performance relative to its
audit plan.
Meet on a quarterly basis (or as considered necessary) with the
Office of Internal Audit and President. All committee members
are expected to attend each meeting in person or via
teleconference.

C. Internal Control and Other Responsibilities


Consider the effectiveness of the organization’s controls
surrounding accounting, financial reporting, operations and
information technology.
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IV.

Understand the scope of internal and external auditors’ review of
internal control over financial reporting.
Review and provide to the Board the quarterly financial
statements.
Review and provide to the Board the quarterly Financial Report.
Regularly report to the Board of Directors about Audit Committee
activities, issues, and related recommendations.
Monitor CA’s ethics program
Provide an open avenue of communication between internal audit,
the external auditors, and the Board of Directors.
Review and recommend for approval the annual IRS Form 990
(Return of Organization Exempt From Income Tax) and IRS Form
990T (Exempt Organization Business Income Tax Return) before
it is filed with the IRS.
Review and assess the adequacy of the Audit Committee Charter
annually, requesting Board approval for proposed changes.
If necessary, meet separately with the Director of Internal Audit to
discuss any matters that the committee or the Director of Internal
Audit believes should be discussed privately.
Confirm annually that all responsibilities outlined in this charter
have been carried out.
Review the Office of Internal Audit’s compliance with the Institute
of Internal Auditor’s International Standards for the Professional
Practice of Internal Auditing.

Closed Meetings

In the event that the Audit Committee holds a meeting in closed session for one of the purposes
enumerated in Section 11B-111(4) of the Maryland Homeowners Association Act (“HOA”), the
Chairperson of the Committee shall report such closed session to the Chairperson of the Board in
a writing that provides (a) the date of the closed meeting, (b) the approximate beginning and
ending times of the meeting, (c) the record of the vote of each committee member by which the
meeting was closed, (d) the specific section number of the HOA pursuant to which the meeting
was closed (which may be one or more of HOA section 11B-111(4) (i) through (viii)), and (e) a
brief statement as to why the meeting was closed. Such report must be provided to the
Chairperson of the Board by 5:00 p.m. on the day preceding the next Board meeting following
the committee meeting.
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______________________________________________________________________
Audit Committee Chair
Date

______________________________________________________________________
Audit Committee Vice Chair
Date

______________________________________________________________________
Audit Committee Member
Date

______________________________________________________________________
Audit Committee Member
Date

______________________________________________________________________
Audit Committee Member
Date

Reviewed by CA’s Audit Committee on June 27, 2016.
Approved by CA’s Board of Directors on __________.
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