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1. Definitions

SCOTTISH RUGBY LIMITED

AUDIT AND RISK COMMITTEE

TERMS OF REFERENCE

In these Terms of Reference, the terms listed below shall, where used, have the meanings ascribed to

them:

“Annual Report”

“Appendix”

“Board”
“Committee”

“Company”

”

“Financial Statements

IISRU"

1 Constitution

means any annual report prepared and published by the Company
in relation to the Company’s business, affairs and activities and
which may include the Financial Statements and information
(including financial information) provided by or applicable to SRU;

means the appendix containing guidelines on audit partner
rotation and audit tender processes attached to these Terms of
Reference;

means the board of directors of the Company;
means the Audit & Risk Committee of the Board;

means Scottish Rugby Limited, a private company limited by
shares with registered number SC132061, having its registered
office at Murrayfield Stadium, Edinburgh, EH12 5PJ and, for the
purposes of these Terms of Reference, includes its wholly or
majority owned subsidiaries which together constitute a group of
companies for the purpose of financial or legal reporting;

means any interim and annual financial statements of the
Company;

means Scottish Rugby Union, a company limited by guarantee,
with registered number SC748672 and having its registered office
at Murrayfield Stadium, Edinburgh, EH12 5PJ.

1.1 The Board has resolved to establish the Committee under and as permitted by the Company’s

Articles of Association.

1.2 In addition to its powers and responsibilities under the Companies Acts, common law and under
its Articles of Association, the Company also exercises certain powers delegated to the Company
by SRU under SRU’s Articles of Association, which in turn may be delegated by the Board to the
Committee under the Company’s Articles of Association.

1.3 These Terms of Reference and the role and responsibilities of the Committee under them shall:
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2.1

2.2

2.3

3.1

3.2

3.3

3.4

3.5

1.3.1 extend to the Company itself as well as to the exercise of powers provided for or

delegated to the Company by SRU generally; but

1.3.2 not extend to the activities or financial or legal reporting of SRU itself, unless specifically

delegated.

Membership

The Committee shall be appointed from among the non-executive Directors of the Company
and who are independent of management and free from any business or other relationship
which could materially interfere with the exercise of their independent judgement.

The Committee shall consist of at least two members, with a quorum being two members.

The Chair of the Committee shall be appointed by the Board. If by 15 minutes after the
scheduled time of commencement of the meeting the Chair is not present, another member of
the Committee may act as Chair temporarily, until the arrival of the Chair, provided that the
meeting is otherwise quorate.

Attendance and Business at Meetings

Only members of the Committee shall be entitled to attend the Committee’s meetings. The
following individuals shall normally be invited to attend all or part of the Committee’s
meetings:

3.1.1 the Chief Financial Officer;

3.1.2 the Financial Controller or equivalent;

3.1.3 the Company Secretary;

3.1.4 representatives of the Company’s external auditor (except where the business to be
discussed may involve a conflict of interest, for example consideration of audit tenders,
audit fee proposals and auditor performance); and

3.1.5 a Custodian Director nominated by the SRU Board, in an observer capacity.

The Company Secretary, or with the consent of the Chair of the Committee, another employee
delegated by the Company Secretary, shall act as Secretary to the Committee.

The Company Chair, Chief Executive, other Board members and external advisers may be
invited by the Chair or the Committee to attend all or part of any meeting of the Committee.

Meetings may be held in person or by telephone or videoconference and shall be
confidential.

Committee members shall disclose any actual or potential conflict of interest at the beginning
of a meeting or immediately on it arising, to then be dealt with by the Committee as provided
for in the Company’s Articles of Association. The Committee member involved may require to
be recused and/ or play no part in the business of the meeting to which the conflict relates.
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3.6

3.7

3.8

4.1

5.1

5.2

53

5.4

55

5.6

5.7

Any resolution or decision of the Committee in writing (including by e-mail) signed, or in the
case of e-mail providing assent, by a majority of the members of the Committee shall be as
effective as a resolution passed or a decision made at a meeting of the Committee duly
convened and held, and may consist of several documents in like form, each signed or in the
case of email, providing assent, by one or more of the members of the Committee.

Questions or proposals arising at a meeting shall be decided by a majority of votes. In the case
of an equality of votes the Chair of the Committee shall have a casting vote.

If the Chair elects not to use their casting vote, the question shall be referred to the Board for
determination.

Frequency of Meetings

Meetings will be held at least three times a year and otherwise as necessary. Meetings may be
called by the Committee Chair or by the Company Secretary.

Duties
The duties of the Committee shall be as follows:

Financial Statements and Reporting

To monitor the integrity of the Financial Statements and the Company’s management
accounts, reviewing significant financial reporting judgements contained in them.

To consider the clarity, transparency and completeness of the reporting and disclosures made,
and the other content of the Annual Report (if separate from or additional to the Financial
Statements) and advise the Board on whether, taken as a whole, that Report is fair, balanced
and understandable.

To consider, taking into account the advice of the external auditors, whether the Company has
adopted appropriate accounting policies, and to review proposed changes to those policies.

To consider any unusual or material item in the Financial Statements requiring the exercise of
significant management judgement or discretion affecting that item and where necessary,
challenge the actions, estimates and judgements (and any changes in them) of management in
relation to the Financial Statements.

To review and report to the Board on significant financial reporting issues, accounting policies
and judgements made in connection with the preparation of the Financial Statements
including compliance with accounting standards and regulatory requirements.

To review the Audit & Risk Committee’s own report, if any, for inclusion in the Annual Report
or inclusion in any annual report of the SRU.

Internal Controls

To consider and review management’s systems for internal financial control and to review
management’s reports on the effectiveness of those systems.
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5.8

5.9

5.10

5.11

5.12

5.13

5.14

5.15

5.16

5.17

5.18

5.19

5.20

To investigate or supervise the investigation of any significant failures in internal financial
controls and consider any findings from such investigations.

To consider any weaknesses identified in systems of internal financial control and monitor
management’s implementation of remedial actions.

To review and approve any statements contained within the Annual Report or Financial
Statements in relation to internal financial controls.

Budget and Business Planning

To review the material elements of annual budget proposals in order to be satisfied that these are
consistent with the Group and Company’s strategy, financial resources and status, borrowing
limits, commitments and accounting policies.

Risk Management

To consider the Group and Company’s systems for the management of risk, including the
Company’s risk register, and to review management’s reports on the effectiveness of those
systems.

Appointment and Remuneration of Company’s Auditor

To consider auditor rotation and conduct any tender process for audit services taking account of
the guidelines stated in the Appendix and make recommendations to the Board on the
appointment and remuneration of the Company’s external auditor.

To review the scope of the external audit and approve the terms of engagement of the Company’s
external auditor, and their remuneration.

To assess the Company’s external auditor’s effectiveness, expertise, independence and objectivity
annually, prior to making any recommendation to the Board on reappointment.

If considered necessary, to develop a policy on the provision of non-audit services by the
Company’s external auditor and related remuneration, and to monitor the application of that
policy and provision of such services.

To consider, annually, whether there is a need for an internal audit function.

Planning and Conduct of the Company’s External Audit

To consider and, if thought fit, approve the annual audit plan for the Company, including
timetable, risk items and planned levels of materiality, and be satisfied that the plan is consistent
with the scope of the external auditor’s engagement.

To review the external auditor’s findings, including any management letter, with the external
auditor and to consider management’s response to any significant external audit
recommendations.

To review any audit representation letter before signature, giving particular consideration to any
material, unusual or non-standard issues.
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5.21

5.22

5.23

5.24

6.1

6.2

6.3

At the end of the annual audit cycle, to assess and report to the Board on the effectiveness of the
audit process, including the performance of the external auditor and management, and for these
purposes to meet with the external auditor without management present, and vice versa.

General

To undertake such other tasks, projects and activities as may be delegated to the Committee by
the Board.

To report annually to the Board on the conduct of the Committee’s business and the Committee’s
effectiveness.

To review the Committee’s Terms of Reference from time to time, as appropriate.

Authority
In carrying out its duties under these Terms of Reference the Committee has authority to:-

6.1.1 take account of recommendations on best practice produced by various official and
respected organisations operating in the field covered by the Committee’s remit, from
time to time, including the Financial Reporting Council;

6.1.2 consult, where appropriate, with the Board Chair, the Chief Executive, other Board
members and external advisers on matters falling within the Committee’s remit;

6.1.3 require the attendance of any director, officer, employee or worker of the Company at a
meeting of the Committee;

6.1.4 undertake such training for Committee members as the Committee considers reasonably
necessary and appropriate to enable the members of the Committee to properly carry
out their responsibilities;

6.1.5 approve terms and conditions of engagement of the Company’s external auditor, and the
auditor’s remuneration, on behalf of the Company and authorise the signature of the
corresponding engagement letter; and

6.1.6 obtain external legal or other independent professional advice and to secure the
attendance of third parties with relevant experience and expertise if it considers this
necessary for the fulfilment of its duties.

The Committee has access to the advice and services of the Chief Financial Officer and
Company Secretary on all Committee matters.

The delegation of certain duties and authority to the Committee by the Board shall not prevent
the Board from itself performing those duties or exercising that authority.
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7

7.1

7.2

7.3

7.4

7.5

8

Reporting

The Secretary shall circulate the minutes of meetings of the Committee to all Committee
members, the Chief Financial Officer, the Financial Controller, the Company’s external auditor
and, on request, to other Board Directors.

A copy of the papers for each Committee meeting is to be made available by the Company
Secretary to each member of the Committee, the Chief Financial Officer, the Financial
Controller and to the external auditor (except if the contents of papers may give rise to a
conflict of interest) as soon as practicable in advance of the meeting. Copies of papers shall be
made available to other Board Directors who are not members of the Committee, on request
to the Company Secretary.

The Chair of the Committee, or in the Chair’s absence, a member of the Committee or the
Company Secretary shall report on the business of a Committee meeting to the Board at the
next following Board meeting.

The Chair of the Committee, or in the Chair’s absence a member of the Committee, shall
attend and report at least annually to the board of directors of SRU on the activities of the
Committee, if invited to do so.

These Terms of Reference may be published by the Company in such form and manner as the
Board may decide.

Approval of Terms of Reference and Amendments

These Terms of Reference, and any amendments to them, shall be subject to the approval of the
Board.

Approved by the Board, as amended, with effect on 4 April 2025 .

Robert M Howat
Company Secretary
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APPENDIX
Guidelines on Audit Engagement Partner and Firm Rotation and Audit Tenders

The following sets out Guidelines adopted by the Committee on audit engagement partner rotation,
audit firm rotation and audit tender processes.

>

Application

If a change in audit firm is being contemplated or is necessary, a tender process must be conducted
unless there are: (i) exceptional reasons not to do so; and (ii) the Board has agreed that a tender
process should not, in the circumstances, be conducted.

Otherwise, the Guidelines set out below shall apply to decisions on the appointment and process for
tendering and rotation of auditor for the Company and, by extension, other companies in the
Scottish Rugby group of companies, but recognising that Scottish Rugby Union is not necessarily
bound by such decisions. *

The Committee shall be entitled to depart from the Guidelines or any part of them if the Committee
considers it in the Company’s interests to do so. But if the Committee does depart from the
Guidelines the Committee shall provide reasons for doing so and record those reasons in the
Committee’s minutes.

Audit engagement partner rotation

The audit engagement partner within the appointed audit practice is expected to rotate not less than
every 5 years and not more than every 7 years.

A lesser period for rotation or change in audit engagement partner may apply due to prolonged
illness, absence, resignation, removal, suspension, audit performance, change in audit firm or other
substantial reason considered appropriate by the Committee. This may also include the audit firm’s
own internal policy on engagement partner rotation.

Audit tender and auditor rotation

Taking account of the cyclical nature of the Company’s business, a tender for audit services is not
normally expected to be conducted more than once every 10 years but must be conducted at least
every 12 years.

It is accepted there may be good reasons for conducting a tender process more often than every 10
years, including resignation, withdrawal, removal or non-renewal of the audit firm engagement
including for term expiry, performance or cost reasons.

Even if the incumbent audit practice is successful in an audit tender process, the audit engagement
should be placed with a different practice after a continuous period with one practice of not more

than 20 years.

Tender process

1 Note Companies Act 2006 and see Relationship Management Agreement between SRU and SRL. Reserved
Matter to SRL is the recommendation for appointment/ removal of SRL and Group auditors. Expectation would
be that the same auditors would be used within all Group companies.
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1. In considering and conducting an audit tender the Committee should take account of guidance on
best practice, including that issued by the Financial Reporting Council (or its successors).?
2. The Committee should lead the tender process with assistance and support from the Chief Financial
Officer (or equivalent).
3. The timetable for a potential change in auditor should be on the forward agenda of the Committee,
some years in advance of the requirement to tender or to rotate.
4. Factors to consider when determining the timing of the tender include:—
» future timing of changes in the membership of the Board, particularly of the Audit Committee
Chair and Chief Financial Officer (CFO) and independent non-executive directors;
» known operational or strategic changes within the business, including significant acquisitions and
disposals or major IT system changes;
» allowing a handover period or a period of ‘shadow working’;
» co-ordinating with the tendering and provision of conflicting non-audit services (e.g. tax or
internal audit work);
> aligning the timetable for change with related entities; and
» competition factors (if any) including when competitors are likely to be conducting their own
audit tenders.
5. All Committee members should have a good understanding of the legal requirements and their
responsibilities for the tender process, and what the Company is seeking to achieve from it.
6. All members of the Committee should be involved throughout the tender process, including
attending all the presentations.
E. Expected Stages
1. Preparatory Stage
» Selecting firms to involve
> Number of firms to involve
» Define critical success factors
2. Tender process period

> Issue Request for Proposal (RFP)
> Provide access to data room

> Provide access to management
» Technical challenges

w

. Review of proposal documents from tendering firms
. Presentations
. Decision-making
» Assessment/ Scoring
» References
F. Conduct of Process

[Salr

1. Three or four audit firms should be approached, with at least two firms presented to the Board by

the Audit Committee, with a justified preference or recommendation for one firm.

2 See for example FRC publications: “Audit Committees and the External Audit: Minimum Standard (May 2023)”,
paras 6-14; “Best Practice Guide to Audit Tendering (February 2017)”.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

The tendering process should not preclude the participation of “challenger” audit firms or “Big 4”
firms without good reason.

The Committees should ensure firms approached have a sufficient number of potential auditors that
are independent, or capable of becoming so, to allow for adequate competition, choice and later
rotation.

The Committee should ask firms for their most recent FRC Audit Quality Review report at an early
stage in the process to gain an understanding of the FRC’s assessment of the firms’ audit quality, and

review other quality indicators published by firms or regulators.

Firms should be asked to undertake conflict checks at an early stage, as well as at the time of the RFP
and immediately before the decision- making point.

The Committee should consider carefully what information the RFP should contain and how it will be
used as part of the decision- making process.

The Committee should consult with the incumbent auditor in deciding the most useful information to
include in a data room or information pack.

The Committee should ensure that all tendering firms have the necessary access to information
during the tendering process and that all tenderers are given fair and objective consideration.

The same people/teams from within the Company should be available to all tendering firms.

The Committee should clearly identify what skills and experience are being looked for in the audit
engagement partner.

The Committee should ask firms to outline succession planning for their audit teams, to get an idea of
the depth of talent within the firm.

The selection criteria for appointment of a firm should be transparent and non-discriminatory.

The choice of auditor should be based on quality, including independence, willingness to challenge
and technical competence, and not solely on price or perceived cultural fit.

The Committee should consider what weight is given to management’s assessment of the audit teams
— obtained from interactions during the pitch process.

The Committee should consider the best approach to obtaining references.
In making a recommendation to the Board on the appointment of an auditor, the Committee, through
its Chair, should provide a written report on the process followed, the recommendation made or

preference expressed and the reasons for it.

The decision on the appointment of a new audit firm or retention of the existing audit firm after a
tender process rests with the Board.

The Committee should be prepared to give comprehensive feedback to the tendering firms
(successful and unsuccessful) on the reasons for the outcome of the tender process.

10
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19. Tenders should be conducted far enough in advance of appointment for firms to exit relationships
which may cause a conflict of interest.

11
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