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A. Overview and Purpose 

The Audit and Risk Committee is appointed by, and responsible to, the board of directors. The 

committee approves, monitors, evaluates, advises, and makes recommendations, in accordance 

with these terms of reference, on matters affecting the external and internal audits, risk 

management matters, the integrity of financial reporting, and the accounting control policies and 

practices of the Company. The involvement of the committee in overseeing the financial reporting 

process, including assessing the reasonableness of management’s accounting judgments and 

estimates and reviewing key filings with regulatory agencies, is an important element of the 

Company’s internal control over financial reporting. The committee has oversight responsibility for 

the performance of both the internal auditors and the external auditors. The committee also 

ensures the qualifications and independence of the external auditors. The committee has 

oversight of the Company’s compliance with legal and regulatory requirements. 

It is not the duty of the committee to plan or conduct audits or to determine that the Company’s 

financial statements are complete, accurate, and in accordance with International Financial 

Reporting Standards. 

B. Authority and Responsibilities 

The Audit and Risk Committee shall 

 Request such information and explanations in regard to the accounts of the Company as 

the committee may consider necessary and appropriate to carry out its duties and 

responsibilities. 

 Consider any other matters which, in the opinion of the committee or at the request of the 

board, would assist the directors to meet their responsibilities. 

 Provide reports and minutes of meetings to the board. 

 Engage independent counsel and other advisors as may be deemed or considered 

necessary, and determine the fees of such counsel and advisors. Receive confirmation 

from management that the Company has provided for adequate funding for the payment 

of compensation to the independent counsel and other advisors. 

C. Membership 

The members of the committee shall be composed of a minimum of three independent directors, 

appointed by the board, all of whom must be financially literate as defined under the rules of the 

SEC and the New York Stock Exchange (NYSE) and applicable Canadian securities laws. At 

least one member shall have accounting or related financial management expertise and be an audit 

committee financial expert as defined in SEC regulations. For greater clarity, the board has 

adopted the definition of “independent director” as set out in Multilateral Instrument 52-110 of the 

Canadian Securities Administrators. The chair of the board of directors shall be an ex-officio 
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9. Review and assess, in conjunction with management and the external auditor, at least 

annually or on a quarterly basis where appropriate or required 

(a) The appropriateness of accounting policies and financial reporting practices used by 

the Company, including alternative treatments that are available for consideration 

(b) Any significant proposed changes in financial reporting and accounting policies and 

practices to be adopted by the Company 

(c) Any new or pending developments in accounting and reporting standards that may 

affect or impact the Company  

(d) Any off-balance sheet structures 

(e) The key estimates and judgments of management that may be material to the financial 

reporting of the Company 

10. At least annually, request the external auditor to provide their views on the quality (not just 

the acceptability) of the Company’s annual and interim financial reporting. Such quality 

assessment should encompass judgments about the appropriateness, aggressiveness, or 

conservatism of estimates and elective accounting principles or methods and judgments 

about the clarity of disclosures. 

11. Review any litigation, claim, or other contingency, including tax assessments, that could 

have a material effect upon the financial position or operating results of the Company and 

the manner in which these matters have been disclosed in the financial statements. 

12. Review with management on a quarterly basis the indicators of impairment to the 

Company’s goodwill. 

E. External Auditor 

13. Assess the performance and consider the annual appointment of an external auditor for 

recommendation to the board for ultimate recommendation for appointment by the 

shareholders.  

14. Review, approve, and execute the annual engagement letter with the external auditor, and 

ensure that there is a clear understanding between the board, the committee, the external 

auditor, and management that the external auditor reports directly to the shareholders and 

the board through the committee. The terms of the engagement letter or the annual audit 

plan should include, but not be limited to, the following: 

(a) Staffing 

(b) Objectives and scope of the external audit work 

(c) Materiality limits 

(d) Audit reports required 

(e) Areas of audit risk 

(f) Timetable 

(g) Proposed fees 
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15. Obtain and review a report from the external auditor at least annually regarding the auditor’s 

independence and the profession’s or audit firm’s requirements regarding audit partner 

rotation.   

16. Approve, before the fact, the engagement of the external auditor for all non-audit services 

and the fees for such services, and consider the impact on the independence of the external 

audit work of fees for such non-audit services. 

17. Review all fees paid to the external auditor for audit services and, if appropriate, recommend 

their approval to the board. Receive confirmation from management that the Company has 

provided for adequate funding for the payment of compensation to the external auditor. 

18. Receive an annual certification from the external auditor that they participate in the public 
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23. When there is to be a change in the external auditor, review all issues related to the change, 

including the information to be included in the notice of change of auditor called for under 

National Instrument 51-



 

   

 



 

   

 Audit and Risk Committee-Terms of Reference (Mandate) 

 

Page 7 of 9 

 

38. Receive 






