
 
 

Terms of Reference of the Audit and Risk Committee of the 
Board of Directors 
 
 
 
The Audit and Risk Committee (the Committee) is a committee of the Board of Directors 
established pursuant to Section 12 of By-Laws of the Asian Development Bank (ADB). Its function 
is to assist the Board of Directors in carrying out its responsibilities as they relate to matters such 
as ADB’s financial reporting and audits, including internal controls and risk management, in line 
with Article 31 of the Agreement Establishing the Asian Development Bank. 
 
1. AUTHORITY 
 
1.1. In discharging its oversight functions over matters within the scope of its responsibilities, 
the Committee is authorized to: 

(i) Perform activities within the scope of its terms of reference. 
(ii) Seek briefings on relevant auditing, accounting, risk management and internal 

controls, anti-corruption and integrity, and financial matters it has identified from 
staff member(s) designated by the President, including such staff that the 
Committee has suggested, and request their participation in meetings. 

(iii) Meet with the External Auditor, as necessary. 
(iv) Advise the Board of Directors on the appointment of the External Auditor and 

consider any question of the External Auditor’s resignation and/or dismissal. 
(v) Consider the independence of the External Auditor, including the provision of 

nonaudit services by the External Auditor to ADB. 
 
2.  COMPOSITION AND TENURE 
 
2.1. The Committee shall consist of not more than six members of the Board. 

2.2. The Committee members shall be free from any relationship that, in the opinion of the 
President, would interfere with the exercise of their independent judgment as members of the 
Committee. The Committee members shall inform the President of any circumstances which 
reasonably may be perceived to interfere with the exercise of their independent judgment as 
members of the Committee. 

2.3. The President shall, when appointing members of the Committee, appoint at least one 
member having a background in accounting or related financial expertise and who, through 
education and/or experience would have a thorough understanding of financial, accounting and 
auditing functions1 Members of the Audit Committee should have a working familiarity with basic 
finance, accounting, governance, internal audit, and risk management practices and principles 
and are strongly encouraged to enhance their familiarity with them by participating in educational 
programs. In circumstances where the Committee requires specific advice and assistance to be 

 
1 Section 10(a) of the Rules of Procedures of the Board of Directors states: “Membership of the Committees established 
pursuant to Section 12 of the By-Laws need not be limited to Directors or their Alternates. The President, in 
consultation with the Board, shall appoint the members of committees and shall designate the chairmen thereof”. 



 
 

able to perform its functions and such advice and assistance are not available to the Committee 
members, including from within ADB if appropriate, the Committee may request the President to 
engage such outside expertise and provide the necessary resources, which shall not be 
unreasonably withheld, required for that purpose. 

2.4. The Members of the Committee may be reappointed. 
 
3.  MEETINGS 

3.1. The Committee shall meet as often as it considers necessary, but not less than once per 
quarter.  

3.2. The Committee will meet at least once a year with the External Auditor without 
Management or ADB staff present. In addition, the Committee may meet with the External Auditor 
if requested by the Committee or by the External Auditor, as and when considered necessary. 

4. RESPONSIBILITIES 

The Committee shall assist the Board of Directors in overseeing ADB’s finances, accounting, 
internal control and risk management (including information technology systems and reputational 
risk), anticorruption and integrity, and how these are being managed and how accountabilities are 
being enforced. The Committee shall satisfy itself that ADB’s financial reporting and audits, 
including internal control and risk management, are adequate and efficient. In this regard, the 
Committee shall in particular: 

A. Financial Reporting 

4.1. Review and if necessary discuss with the Controller the quarterly financial statements. 
Where necessary, discuss with the Treasurer matters within his/her purview which are relevant 
to such review, in particular, in relation with the quarterly publication of the Treasury Report. 

4.2. Review and discuss with the Controller, Auditor General and External Auditor major 
accounting and auditing issues and financial statements presentations, including any significant 
changes in the selection or application of accounting principles and auditing standards, and 
results of the audit by the External Auditor. 

4.3. Review and discuss with the Controller, Auditor General, External Auditor and other ADB 
staff as requested by the Committee and/or designated by the President, upon completion of the 
annual external audit and before the financial statements are published, the draft annual financial 
statements and the related notes, the External Auditor’s opinion and appropriateness of 
accounting principles, including disclosures through Management’s Discussion and Analysis 
(MD&A). Discussions will include Management’s Assertion on Internal Controls over Financial 
Reporting and the External Auditor’s Attestation thereof. The Committee will report on such 
discussions to the Board of Directors. 

4.4. Meet with the Controller and Auditor General on a periodic basis to discuss any matters 
of concern in the context of the financial information and MD&A, internal control over financial 
reporting and the assertion/attestation process. 

4.5. Meet annually with the External Auditor to discuss Management's Assertions with respect 
to the adequacy and appropriateness of internal control over financial reporting, and the External 



 
 

Auditor's attestation, including any significant deficiencies and/or material weaknesses in 
accordance with ADB's adopted attestation standard. 

4.6. Meet with the General Counsel to discuss any significant pending litigation that may have 
a material impact on ADB’s financial condition. Notwithstanding the foregoing, the Committee will 
be informed on a timely basis of any such litigation. 

B. External Audit 

4.7. Appoint an observer to the Evaluation Committee for the selection of the External Auditor. 

4.8. Review and discuss annually the scope of work and audit plan of the External Auditor and 
any material changes to the audit plan during the year. 

4.9. Review and discuss the performance of the External Auditor and recommend to the Board 
of Directors for approval the appointment, reappointment for a contract period, or termination of 
the engagement of the External Auditor. Engagement or reappointment of the External Auditor 
will be in line with the Principles for the Selection of the External Auditor. 

4.10. Review and obtain a statement from the External Auditor to confirm annually the 
independence of the External Auditor. Consider the provision of any other services by the External 
Auditor in accordance with the Principles for the Selection of the External Auditor. 

4.11. Review and discuss the annual report from the External Auditor as a confidential 
document, and ensure that significant deficiencies and/or material weaknesses identified by the 
External Auditor as well as other findings and recommendations made by the External Auditor 
and Management’s responses thereto, are reviewed, discussed and appropriately acted upon. 
The Committee shall review any recommendations and Management’s responses thereto, 
including their accompanying timetables, to address significant deficiencies and/or material 
weaknesses and to improve or establish necessary controls. 

4.12. Meet separately, as necessary, with the External Auditor to review and discuss any 
matters that the Committee or External Auditor believe should be reviewed and discussed. 

C. Internal Audit 

4.13.  Review and discuss annually the scope of work and audit plan of the Auditor General and 
any material changes to the audit plan during the year and, if necessary, request that specific 
audits be added to the work plan. 

4.14. Review and discuss the effectiveness of the internal audit function. 

4.15. Review and discuss, at least semi-annually, an internal audit activity report, which includes 
a summary of recent audit reports and recommendations, the current inventory of outstanding 
audit recommendations and the implementation progress of outstanding high risk audit 
recommendations. Ensure that significant internal audit findings and recommendations and 
Management’s responses thereto are considered. Notwithstanding the foregoing, the Committee 
will be informed of any significant audit findings on a timely basis. 

4.16. Meet separately with the Auditor General to review and discuss any matters that the 
Committee or Auditor General believes should be reviewed and discussed. 



 
 

4.17. Be consulted prior to the engagement or appointment of, and on any intended removal of, 
the Auditor General. 

D. Risk Management and Internal Control 

4.18. Review and discuss with the relevant Head of Department or Head of Office the efficiency, 
effectiveness and integrity of the internal control system, including risk management, regarding 
information technology security and control, financial policies in such areas as trust fund 
administration, procurement policies and procedures, and financial management. Review and 
discuss pension fund related matters that may impact the financial statements. 

4.19.  Review and discuss with the Head of the Office of Administrative Services (OAS) topics 
and issues pertaining to organizational resilience, staff safety and security. 

4.20.  Review and discuss with the Controller, Auditor General, Head of the Office of Risk 
Management (Head, ORM), Chair, Risk Committee, Treasurer, and External Auditor, issues with 
respect to financial systems efficiency and effectiveness of administrative procedures, and review 
of internal control over financial reporting, including significant findings and recommendations and 
Management’s responses thereto. 

4.21.  Meet at least quarterly with Head, ORM to review and discuss the adequacy of ADB’s risk 
management functions in order to ensure that appropriate risk management functions are in 
place. 

4.22.  Meet at least quarterly with Head, ORM to review and discuss assessments of ADB’s risk 
exposure. The Committee will be informed of any significant changes in assessments of ADB’s 
risk exposure on a timely basis. Where necessary, meet with Director General, PSOD to discuss 
matters within his/her purview which are relevant to such review. 

4.23.  Receive prior advice on the engagement or appointment of, and on any intended removal 
of, the Head, ORM. 

E. Anticorruption and Integrity Measures 

4.24. Ensure that ADB has established and maintains appropriate, efficient and consistent 
procedures for the receipt, retention and treatment of complaints and anonymous submissions 
from internal and external complainants, including protection of “whistleblowers,” in regard to 
fraud and corruption, or questionable accounting or auditing matters. 

4.25. Meet at least quarterly with Office of Anticorruption and Integrity (OAI) to discuss activities 
and outcomes of the anticorruption function, including cases where findings indicate systemic 
control weaknesses, or where the findings are of such character that could constitute a 
reputational risk for ADB. Notwithstanding the foregoing, the Committee will be informed of any 
significant investigation findings on a timely basis. 

  



 
 

4.26. Receive prior advice on the engagement or appointment of, and on any intended removal 
of, the Head, OAI. 

 
 
 
 
 
 
 
 
Editor’s Notes:  
 
1. For the procedural rules applicable to the Audit and Risk Committee, please refer to the 

Rules of Procedure of the Board Committees, which apply to Audit and Risk Committee 
unless otherwise provided in these Terms of Reference. 

 
2. The Audit and Risk Committee of the Board of Directors (formerly Audit Committee of the 

Board of Directors) was established in 1977. The Audit Committee’s Terms of Reference 
was subsequently amended on 15 September 1987, 29 July 1999, 14 December 2000, 29 
April 2005, 23 September 2010, and 22 June 2021. 

 
 

https://www.adb.org/sites/default/files/page/572671/rules-procedure-board-committees.pdf
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