
 

 

Global Ferronickel Holdings, Inc. 

Audit Committee Charter 

ISSUE DATE: April 29, 
2015 

REVISION DATE: n.a. 

VERSION NO. 1 

PAGE NO.  

 

 

I. INTRODUCTION 

 

This charter is issued to govern the operations of the Audit Committee (the “Committee”).  

This charter is not all exhaustive. The Committee should exercise their own judgment or refer to the appropriate 

authoritative guidance if a circumstance is not covered by any provisions herein. 

 

II. PURPOSE OF AUDIT COMMITTEE 

 

The purpose of the Committee is to provide assistance to the Board of Directors in fulfilling their oversight responsibility to the 

company’s stakeholders relating to:  

 

1. The integrity of the Company’s financial statements,  

2. The effectiveness of the Company’s risk management and internal control over financial reporting, 

3. The Company’s compliance with legal, regulatory requirements, and corporate governance requirements  

4. The independent external auditor’s qualifications and independence, 

5. The performance of the Company’s internal auditor and independent external auditor 

 

In fulfilling its purpose, the Committee shall keep a free and open communication with the independent external auditor, 

internal auditors and management of the Company, and shall ensure that all parties are aware of their responsibilities. 

 

III. DEFINITION OF TERMS 

 

1. Independent director refers to a person who, apart from his fees and shareholdings, is independent of management and free 

from any business or other relationship which could, or could reasonably be perceived to, materially interfere with his exercise of 

independent judgment in carrying out his responsibilities as a director in any corporation that meets the requirements of Section 

17.2 of the Securities Regulation Code and includes, among others, any person who: 

i. Is not a director or officer or substantial stockholder of the corporation or of its related companies or any of its 

substantial shareholders (other than as an independent director of any of the foregoing); 

ii. Is not a relative of any director, officer or substantial shareholder of the corporation, any of its related companies or 

any of its substantial shareholders. For this purpose, relatives includes spouse, parent, child, brother, sister, and the 

spouse of such child, brother or sister; 

iii. Is not acting as a nominee or representative of a substantial shareholder of the corporation, any of its related 

companies or any of its substantial shareholders; 

iv. Has not been employed in any executive capacity by that public company, any of its related companies or by any of its 

substantial shareholders within the last five (5) years; 

v. Is not retained as professional adviser by that public company, any of its related companies or any of its substantial 

shareholders within the last five (5) years, either personally of through his firm; 

vi. Has not engaged and does not engage in any transaction with the corporation or with any of its related companies or 

with any of its substantial shareholders, whether by himself or with other persons or through a firm of which he is a 

partner or a company of which he is a director or substantial shareholder, other than transactions which are conducted 

at arms length and are immaterial or insignificant. 

 

Qualifications and disqualifications are attached as Annex 1. 

 

2. Executive director refers to a director who is also the head of a department or unit of the corporation or performs any work 

related to its operation. 

 

3. Non-executive director refers to a director who is not the head of a department or unit of the corporation nor performs any 

work related to its operation; 

4. Independent External Auditor refers to a certified public accountant who examines the financial records and business 

transactions of a company that he/she is not affiliated with. An independent auditor is typically used to avoid conflicts of 

interest and to ensure the integrity of the auditing process. When an audit is performed, it is the financial auditor's job to make 

sure that records are examined in an honest and forthright manner. Independent auditors are sometimes called external 

auditors. 
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5. Internal Auditor refers to the highest position in the corporation responsible for internal audit activities. If internal audit 

activities are performed by outside service providers, he is the person responsible for overseeing the service contract, the overall 

quality of these activities, and follow-up of engagement results. 

 

6. Corporate Governance refers to the framework of rules, systems and processes in the corporation that governs the 

performance by the Board of Directors and Management of their respective duties and responsibilities to the stockholders. 

 

7. Enterprise Risk Management refers to a process, effected by an entity’s board of directors, management and other personnel, 

applied in strategy setting and across the enterprise, designed to identify potential events that may affect the entity and manage 

risks to be within its risk appetite, to provide reasonable assurance regarding the achievement of entity objectives. 

 

IV. COMPOSITION 

 

The Nominations Committee shall appoint an Audit Committee of at least three members and no more than six members of the 

Board of Directors. Each member of the Committee shall be financially literate and has the ability to understand internal 

controls and risk factors, or become financially literate and obtain the ability to understand internal controls and risk factors 

within one year. One member shall be an independent director and another with audit experience. The chair of the Audit 

Committee shall be an independent director.  

 

Each member shall generally seek to understand:  

 The company’s major strategic, operating, compliance, and financial risks  

 The company’s financial reporting process and internal controls 

 The business operations of the company  

 The social, environmental, political, ethical, economic and legal framework within which the company operates  

 The difference between the oversight function of the Board of Directors and the decision-making function of 

management  

 

If a member resigns or for any other reason ceases to be a member reducing the number of the Committee to below three, the 

Board of Directors shall appoint new member/s as may be required to make up the minimum number of three members.  

 

Tenure of members  

The Nominations Committee shall carefully consider the length of term each member should serve. Rotation of members 

refreshes and introduces new perspectives to The Committee’s operations. Rotation also creates opportunities for a greater 

number of Board members to gain better understanding of the Audit Committee’s functions. However, given the complex nature 

of the role, this has to be balanced with the need to have members who possess the necessary accumulated knowledge to 

discharge their responsibilities effectively.  

 

Limitations 

Members shall not serve on more than three public company audit committees simultaneously unless the Board of Directors 

determines that such simultaneous service would not interfere in the member’s ability to function effectively on the Committee. 

 

V. AUTHORITY 

 

The Committee has the authority to perform the following: 

 

1. Appoint, compensate, and oversee the work of any independent external auditor employed by the organization. 

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

3. Pre-approve all audit and non-audit services. 

4. Retain independent counsel, accountants, or others to advise the committee or assist in the conduct of an 

investigation. The Committee shall provide itself with needed resources to support its work without prior permission of 

the Board of Directors and management. 

5. Seek any information it requires from employees - all of whom are directed to cooperate with the committee’s requests 

or external parties. 

6. Meet with the organization’s officers, independent external auditors, or outside counsel as necessary. 

7. Investigate any matter brought to its attention with full access to the books, records and resources such as a special 

counsel or outside experts. 
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VI. GENERAL RESPONSIBILITIES OF THE COMMITTEE  

 

As a background, it is the Management’s responsibility to prepare and present the Company’s financial statements with 

integrity, to ensure appropriate accounting principles and reporting policies are used and to establish and maintain internal 

control over financial reporting. It is the independent external auditors’ responsibility to audit the Company’s financial 

statements and the effectiveness of internal control over financial reporting, and to review the Company’s unaudited interim 

financial statements. 

 

The Committee shall review the Charter annually or as they deem necessary and obtain the approval of all the Board of Directors 

for any revisions thereto to reflect the Committee’s responsibilities and as part of its succession planning. Suggestions by 

independent external auditors are subject to the approval of the Committee before being considered as revisions to the charter. 

 

The Committee shall have the following general functions as set forth in the Revised Code of Corporate Governance: 

a) Assist the Board in the performance of its oversight responsibility for the financial reporting process, system of internal 

control, audit process, and monitoring of compliance with applicable laws, rules and regulations;  

b) Provide oversight over Management’s activities in managing credit, market, liquidity, operational, legal and other risks 

of the corporation. This function shall include regular receipt from Management of information on risk exposures and 

risk management activities;  

c) Perform oversight functions over the corporation’s internal and external auditors. It should ensure that the internal and 

external auditors act independently from each other, and that both auditors are given unrestricted access to all 

records, properties and personnel to enable them to perform their respective audit functions;  

d) Review the annual internal audit plan to ensure its conformity with the objectives of the corporation. The plan shall 

include the audit scope, resources and budget necessary to implement it;  

e) Prior to the commencement of the audit, discuss with the external auditor the nature, scope and expenses of the audit, 

and ensure proper coordination if more than one audit firm is involved in the activity to secure proper coverage and 

minimize duplication of efforts;  

f) Organize an internal audit department, and consider the appointment of an independent internal auditor and the 

terms and conditions of its engagement and removal;  

g) Monitor and evaluate the adequacy and effectiveness of the corporation’s internal control system, including financial 

reporting control and information technology security;  

h) Review the reports submitted by the internal and external auditors;  

i) Review the quarterly, half-year and annual financial statements before their submission to the Board, with particular 

focus on the following matters: 

 Any change/s in accounting policies and practices  

 Major judgmental areas  

 Significant adjustments resulting from the audit  

 Going concern assumptions  

 Compliance with accounting standards  

 Compliance with tax, legal and regulatory requirements. 

j) Coordinate, monitor and facilitate compliance with laws, rules and regulations;  

k) Evaluate and determine the non-audit work, if any, of the external auditor, and review periodically the non-audit fees 

paid to the external auditor in relation to their significance to the total annual income of the external auditor and to the 

corporation’s overall consultancy expenses. The committee shall disallow any non-audit work that will conflict with his 

duties as an external auditor or may pose a threat to his independence. The non-audit work, if allowed, should be 

disclosed in the corporation’s annual report;  

l) Establish and identify the reporting line of the Internal Auditor to enable him to properly fulfill his duties and 

responsibilities. He shall functionally report directly to the Audit Committee. The Audit Committee shall ensure that, in 

the performance of the work of the Internal Auditor, he shall be free from interference by outside parties. For Philippine 

branches or subsidiaries of foreign corporations covered by this Code, their Internal Auditor should be independent of 

the Philippine operations and should report to the regional or corporate headquarters. 

 

VII. SPECIFIC DUTIES AND FUNCTION OF THE COMMITTEE 

 

The principal duties and responsibilities of the Committee are set forth as a guide. The committee shall remain flexible and may 

take actions to supplement them as appropriate. 
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With respect to Internal Controls, The Committee shall 

 Consider the effectiveness of the company's internal control system, including ITGCs.  

 
obtain reports on significant findings and recommendations, together with management's responses.  

 

With respect to Corporate Governance, Enterprise Risk Management, The Committee shall 

 Review and discuss the Company’s policies with respect to corporate governance, risk assessment and risk 

management annually. The Committee shall also discuss the Company’s major financial risk exposures and the 

actions management has taken to monitor and control such exposures. 

 Review and discuss the Company’s overall anti-fraud programs, fraud incidents and controls with appropriate 

personnel. 

 

With respect to Financial Reporting and Disclosure Matters, the Committee shall 

 Review and discuss interim financial statements and annual audited financial statements and all disclosures with 

appropriate parties (management, external auditors) prior to filing to SEC. The Committee’s review of the financial 

statements shall include:  

(i) Issues regarding generally accepted accounting principles (GAAP) and financial statement presentations, 

including any significant changes in the Company’s selection or application of GAAP 

(ii) Treatments and alternative treatments of financial statement presentations where there are material 

unusual transactions or emerging areas for which there is a lack of authoritative guidance 

(iii) Effectiveness of internal control over financial reporting including material issues and control deficiencies, 

and the specific remedial actions adopted in light of significant deficiencies or material weaknesses  

(iv) Discussions with management and the independent external auditors regarding significant financial 

reporting issues, estimates and judgments made in connection with the preparation of the financial 

statements and the reasonableness of those judgments 

(v) Consideration of fraud in the preparation of financial statements and risk of management override of 

controls 

(vi) Consideration of the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, 

on the financial statements  

(vii) The assessment of both management and the independent external auditors about the quality, not just the 

acceptability of accounting principles;  

(viii) The completeness and clarity of the disclosures in the financial statements. 

 Review and discuss the business rationale for related party transactions and approve such transactions prior to 

disclosure. 

 Review and discuss earnings press releases, as well as financial information and earnings guidance provided to 

underwriters. 

 Discuss with appropriate parties any (1) changes in internal control over financial reporting that have materially 

affected or are reasonably likely to materially affect the Company’s internal control over financial reporting that are 

required to be disclosed and (2) any other changes in internal control over financial reporting that were considered for 

disclosure in the Company’s periodic filings with the SEC. 

 

With respect to the oversight role of Independent external auditors, the Committee shall 

 Appoint, pre-approve compensation and renewal/retention/removal before approval of the Board of Directors, and 

oversee the work of the independent external auditors for the issuance of an audit report or performing other audit, 

review, or other services. For this reason, the independent external auditors must report directly to the Committee. 

 At least annually, the Committee shall Obtain and review a report by the independent external auditors describing:  

(i) the firm’s internal quality control procedures 

(ii) all relationships between the independent external auditors and the Company  

 Evaluate the auditors’ qualifications, performance and independence. Such evaluation should include the report of the 

independent external auditor stating its independence as required by applicable standards and review and evaluation 

of the lead audit partner and take into account the opinions of management and the Company’s internal audit 

function. 

 Maintain open communication and regularly review any audit problems or difficulties encountered during the course of 

the audit work with the independent external auditors. This includes any restrictions on the scope of activities or 
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access to requested information, and management’s response. The Committee should review differences or 

improvement suggestions that were noted by the auditors and any management letter issued by the same in addition 

to their audit report on the effectiveness of internal control over financial reporting. 

 Review fees for audit and non-services provided by the independent external auditors. 

 Ensure that the independent external auditor, or it lead audit partner is rotated at least once every five years or as 

provided under applicable laws and regulations. 

 Establish regular meetings with the external auditors to discuss matters that the Audit Committee believe should be 

discussed privately  

 Ensure that the external auditors have direct and unrestricted access to the Chairman of the Audit Committee and the 

Chairman of the Board  

 

With respect to the oversight of Internal Audit department, the Committee shall 

 Review the appointment, renewal, retention, removal, and replacement of the Internal Audit Head who shall report 

directly to the Committee. 

 Ensure that the internal audit shall be free from interference in the performance of its work. 

 Review and approve the annual audit plan and all changes to the plan on a reasonable period of time so as to allow 

the annual audit plan and/or its changes to be implemented for the intended period. 

 Review and discuss the scope, progress, and results of executing the internal audit plan on a periodic basis. 

 Review status reports of significant findings, recommendations, and management’s responses. For the Committee to 

act on the findings, the internal audit must immediately send the findings to the Committee for review. 

 The Committee shall periodically review the Internal Audit charter, reporting relationship, activities, resources, budget, 

organizational structure, qualifications and any other relevant matters of the internal audit department. 

 The Committee shall review the annual performance of the internal audit function. 

 Establish regular meetings with the head of Internal Audit to discuss matters that the Audit Committee believe should 

be discussed privately  

 Ensure that the head of Internal Audit have direct and unrestricted access to the Chairman of the Audit Committee and 

the Chairman of the Board  

 

With respect to the Company’s Compliance to applicable Laws, and Rules and Regulations the Committee Shall 

 Review the Company’s compliance and ethics programs, including consideration of legal and regulatory requirements, 

and shall review with management its periodic evaluation of the effectiveness of such programs. The Committee shall 

review the Company’s code of conduct and programs that management has established to monitor compliance with 

such code. The Committee shall receive any corporate attorneys’ reports of evidence of a material violation of 

securities laws or breaches of fiduciary duty by the Company. 

 Monitor compliance and adherence by the Company with all applicable laws, and rules and regulations, and any 

upcoming updates to such, especially because of the industry the company operates in. 

 Review and discuss any non-compliance or violations noted and recommend appropriate action plans. 

 The Committee shall establish procedures for the maintenance, and treatment of complaints received by the Company 

as covered by the scope of the supplemental whistle blowing policy. 

 

 

VIII. MEETINGS 

 

The audit committee shall meet as frequently as required to undertake full discussions on all issues and enable members to 

seek clarifications, inquire on circumstances surrounding the issues and provide input. The audit committee shall at least meet 

four times a year, with authority to convene additional meetings as circumstances require. All audit committee members are 

expected to attend each meeting in person or via teleconference or videoconference. 

 

There shall be a sufficient time interval between the Committee meeting and the BOD meeting so as to allow any matters arising 

from the Committee meeting to be completed and reported to the BOD as appropriate. The Committee shall report regularly to 

the Board of Directors with respect to its activities. 

 

The Committee shall meet separately and periodically with management, internal audit, and the independent external auditors 

for them to communicate matters of mutual concern atleast once a year. 
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Meeting agendas will be prepared and provided in advance to members, along with appropriate briefing materials and the 

Committee shall appoint a secretary who shall prepare minutes of meetings and keep records of such. These records shall be 

open for inspection by any member. 

 

IX. DELEGATION 

 

The Committee may delegate duties and authority to an individual Committee member or a subcommittee as it deems 

appropriate and permitted by applicable law. 

 

X. AMENDMENT 

 

This Charter and any provision contained herein may be amended or repealed by the majority vote of the Board of Directors. 

 

XI. EFFECTIVITY 

 

This Audit Committee Charter was approved by the Board of Directors at its meeting held on ________. It shall take effect on 

_______. 
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Annex 1 – The qualifications and disqualifications as set forth in the Revised Code of Corporate Governance: 

 

Qualifications of an Independent Director 

 

An independent director, on a minimum, shall have the following qualifications: 

 

i. He shall have at least one (1) share of stock of the corporation; 

 

ii. He shall be at least a college graduate or he shall have been engaged or exposed to the industry for at least five (5) 

years; 

 

iii. He shall possess integrity/probity; 

 

iv. He shall be assiduous. 

 

 

Permanent Disqualifications of a Director 

 

The following shall be grounds for the permanent disqualification of a director:  

(i) Any person convicted by final judgment or order by a competent judicial or administrative body of any crime that  

(a) involves the purchase or sale of securities, as defined in the Securities Regulation Code; (b) arises out of the 

person’s conduct as an underwriter, broker, dealer, investment adviser, principal, distributor, mutual fund dealer, 

futures commission merchant, commodity trading advisor, or floor broker; or 

(c) arises out of his fiduciary relationship with a bank, quasi-bank, trust company, investment house or as an 

affiliated person of any of them;  

 

(ii) Any person who, by reason of misconduct, after hearing, is permanently enjoined by a final judgment or order of 

the Commission or any court or administrative body of competent jurisdiction from:  

(a) acting as underwriter, broker, dealer, investment adviser, principal distributor, mutual fund dealer, futures 

commission merchant, commodity trading advisor, or floor broker;  

(b) acting as director or officer of a bank, quasi- bank, trust company, investment house, or investment company;  

(c) engaging in or continuing any conduct or practice in any of the capacities mentioned in sub-paragraphs (a) 

and (b) above, or willfully violating the laws that govern securities and banking activities.  

 

The disqualification shall also apply if such person is currently the subject of an order of the Commission or any 

court or administrative body denying, revoking or suspending any registration, license or permit issued to him 

under the Corporation Code, Securities Regulation Code or any other law administered by the Commission or 

Bangko Sentral ng Pilipinas (BSP), or under any rule or regulation issued by the Commission or BSP, or has 

otherwise been restrained to engage in any activity involving securities and banking; or such person is currently 

the subject of an effective order of a self-regulatory organization suspending or expelling him from membership, 

participation or association with a member or participant of the organization;  

 

(iii) Any person convicted by final judgment or order by a court or competent administrative body of an offense 

involving moral turpitude, fraud, embezzlement, theft, estafa, counterfeiting, misappropriation, forgery, bribery, 

false affirmation, perjury or other fraudulent acts; 

(iv) Any person who has been adjudged by final judgment or order of the Commission, court, or competent 

administrative body to have willfully violated, or willfully aided, abetted, counseled, induced or procured the 

violation of any provision of the Corporation Code, Securities Regulation Code or any other law administered by 

the Commission or BSP, or any of its rule, regulation or order; 

 

(v) Any person earlier elected as independent director who becomes an officer, employee or consultant of the same 

corporation;  

 

(vi) Any person judicially declared as insolvent;  
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(vii) Any person found guilty by final judgment or order of a foreign court or equivalent financial regulatory authority of 

acts, violations or misconduct similar to any of the acts, violations or misconduct enumerated in sub-paragraphs 

(i) to (v) above;  

 

(viii) Conviction by final judgment of an offense punishable by imprisonment for more than six (6) years, or a violation 

of the Corporation Code committed within five (5) years prior to the date of his election or appointment. 

 

 

Temporary Disqualification of a Director 

 

The Board may provide for the temporary disqualification of a director for any of the following reasons:  

(i) Refusal to comply with the disclosure requirements of the Securities Regulation Code and its Implementing Rules 

and Regulations. The disqualification shall be in effect as long as the refusal persists.  

 

(ii)  Absence in more than fifty (50) percent of all regular and special meetings of the Board during his incumbency, 

or any twelve (12) month period during the said incumbency, unless the absence is due to illness, death in the 

immediate family or serious accident. The disqualification shall apply for purposes of the succeeding election.  

 

(iii) Dismissal or termination for cause as director of any corporation covered by this Code. The disqualification shall 

be in effect until he has cleared himself from any involvement in the cause that gave rise to his dismissal or 

termination.  

 

(iv) If the beneficial equity ownership of an independent director in the corporation or its subsidiaries and affiliates 

exceeds two percent of its subscribed capital stock. The disqualification shall be lifted if the limit is later 

complied with.  

 

(v) If any of the judgments or orders cited in the grounds for permanent disqualification has not yet become final. A 

temporarily disqualified director shall, within sixty (60) business days from such disqualification, take the 

appropriate action to remedy or correct the disqualification. If he fails or refuses to do so for unjustified reasons, 

the disqualification shall become permanent. 


