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Charter of the Audit and Risk Management Committee
1.

INTERPRETATION
"Committee" means the Audit and Risk Management Committee of the Board of
Directors of the Company.
"Financially Literate" means the ability to read and understand a set of financial
statements that present a breadth and level of complexity of accounting issues
that are generally comparable to the breadth and complexity of the issues that
can reasonably be expected to be raised by the Company’s financial statements.
"Independent Director" means a director who is independent within the
meaning of sections 1.4 and 1.5 of Regulation 52-110 Respecting Audit
Committees.

2.

OBJECTIVES
The Committee will assist the Board of Directors in fulfilling its oversight
responsibilities. In performing its duties, the Committee will maintain effective
working relationships with the Board of Directors, management, the internal
auditors and the external auditors.

3.

1

COMPOSITION
3.1

The Committee shall consist solely of Independent Directors, all of whom
shall be Financially Literate and at least one of whom shall be a financial
expert as defined in the applicable corporate governance rules imposed
by regulatory bodies.

3.2

Following each annual meeting of shareholders, the Board of Directors
shall elect three or more directors, who shall meet the independence and
experience requirements of the Toronto Stock Exchange as well as the
other similar requirements under applicable securities regulations, to serve
on the Committee until the close of the next annual meeting of
shareholders of the Company or until the member ceases to be a director,
resigns or is replaced, whichever first occurs. Any member may be
removed from office or replaced at any time by the Board of Directors.

3.3

The Board of Directors shall appoint one of the members of the
Committee as the Chair of the Committee. If the Chair is absent from a
meeting, the members shall select a Chair from those in attendance to act
as Chair of the meeting.
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4.

5.

MEETINGS AND RESOURCES
4.1

Regular meetings of the Committee shall be held quarterly. Special
meetings of the Committee may be called by the Chair of the Committee,
the external auditors, the Chairman of the Board, the Chief Executive
Officer or the Chief Financial Officer of the Company.

4.2

The powers of the Committee shall be exercisable by a meeting at which a
quorum is present. A quorum shall be not less than a majority of members
of the Committee from time to time. Subject to the foregoing requirement,
unless otherwise determined by the Board of Directors, the Committee
shall have the power to fix its quorum and to regulate its procedure.
Matters decided by the Committee shall be decided by majority vote.

4.3

Notice of each meeting shall be given to each member, the external
auditors, the Chairman of the Board, the Chief Executive Officer and the
Chief Financial Officer of the Company, any or all of whom shall be
entitled to attend. Notice of each meeting shall also be given, as the case
may be, to the internal auditor who shall also attend whenever requested
to do so by the Chair of the Committee or the Corporate Secretary.

4.4

Notice of meeting may be given orally or by letter, telephone, facsimile
transmission, or electronic device not less than 24 hours before the time
fixed for the meeting. Members may waive notice of any meeting. The
notice need not state the purpose or purposes for which the meeting is
being held.

4.5

Opportunities should be afforded periodically to the external auditors and,
as the case may be, to the internal auditor and the senior management to
meet separately with the Committee. In addition, the Committee may meet
in camera, with only members of the Committee present, whenever the
Committee determines that it is appropriate to do so.

4.6

The Committee shall have the authority to retain special legal counselling,
accounting or other consultants as it may see fit to attend its meetings and
to take part in discussion and consideration of the affairs of the Committee
at the Company's expense.

4.7

The Corporate Secretary of the Company or designate of the Corporate
Secretary shall be the Secretary of all meetings of the Committee and
shall maintain minutes of all meetings and deliberations of the Committee.

RESPONSIBILITIES AND DUTIES
5.1

Role and responsibilities of the Committee Chair:
5.1.1

2

The Chair of the Committee:
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5.1.1.1 Provides leadership for the committee by ensuring that:
(i)

The responsibilities of the committee are well
understood
by committee members and
management.

(ii)

The committee works as a cohesive team.

(iii)

Adequate resources and timely and relevant
information are available to the committee to
support its work.

(iv)

The effectiveness of the committee is assessed on
a regular basis.

(v)

The committee's structure and mandate is
appropriate and adequate to support the discharge
of the committee's responsibilities.

(vi)

The scheduling, organization and procedures of
committee meetings provide adequate time for the
consideration and discussion of relevant issues.

5.1.1.2 Works with the Chief Executive Officer, the Chief
Financial Officer and the Corporate Secretary to set the
calendar of the committee's regular meetings.
5.1.1.3 Has the authority to convene special meetings as
required.
5.1.1.4 Sets the agenda in collaboration with the Chief Executive
Officer, the Chief Financial Officer and the Corporate
Secretary.
5.1.1.5 Presides at meetings.
5.1.1.6 Acts as liaison with management with regard to the work
of the committee.
5.1.1.7 Reports to the Board concerning the work of the
committee.
5.1.1.8 Exercises the authority specifically delegated to the Chair
by the Committee, if any.

3
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5.2

General Responsibilities
While the Committee has the responsibilities and powers set forth below, it
is not the duty of the Committee to plan or conduct audits or to determine
that the Company's financial statements are complete and accurate. This
is the responsibility of management and the external auditors. Nor is it the
duty of the Committee to conduct investigations, or to assure compliance
with laws and regulations. The Committee shall review disagreements, if
any, between management and the external auditors and shall make
recommendations to resolve such disagreements. In the event that any
such disagreement persists, the matter will be referred by the Committee
to the Board of Directors for a final determination.

5.3

Review of Mandate of the Committee
The Board of Directors and the Committee shall review and reassess the
adequacy of this mandate on an annual basis.

5.4

Publicly Disclosed Financial Information
5.4.1

The Committee shall review and recommend for approval by the
Board of Directors, before release to the public:
5.4.1.1 interim unaudited financial statements and related
management’s discussion & analysis;
5.4.1.2 audited annual financial statements, in conjunction with
the report of the external auditors, and related
management’s discussion & analysis;
5.4.1.3 all public disclosure documents containing audited or
unaudited financial information, including any prospectus,
the annual information form and management's
discussion and analysis of financial condition and results
of operations, as well as related press releases, including
earnings guidance; and
5.4.1.4 the compliance of management certification of financial
reports with applicable legislation and attestation of the
Company's disclosure controls and procedures.

5.4.2

4

The Committee shall review any report which accompanies
published financial statements (to the extent such a report
discusses financial condition or operating results) for consistency
of disclosure with the financial statements themselves.
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5.5

5.4.3

In its review of financial statements, the Committee should obtain
an explanation from management of all significant variances
between comparative reporting periods and an explanation from
management for items which vary from expected or budgeted
amounts as well as from previous reporting periods.

5.4.4

In its review of financial statements, the Committee should review
unusual or extraordinary items, transactions with related parties,
and adequacy of disclosures, asset and liability carrying values,
income tax status and related reserves, qualifications, if any,
contained in letters of representation and business risks,
uncertainties, commitments and contingent liabilities.

5.4.5

In its review of financial statements, the Committee shall review
the appropriateness of the Company's significant accounting
principles and practices, including acceptable alternatives, and
the appropriateness of any significant changes in accounting
principles and practices.

5.4.6

The Committee shall satisfy itself that adequate procedures are in
place for the review of the Company’s public disclosure of
financial information extracted or derived from the Company’s
financial statements, and shall periodically assess the adequacy
of those procedures.

Financial Reporting and Accounting Trends
The Committee shall:
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5.5.1

Review and assess the effectiveness of accounting policies and
practices concerning financial reporting;

5.5.2

Review with management
proposed changes in major
and impact of significant
estimates and judgments of
financial reporting;

5.5.3

Question management and the external auditors regarding
significant financial reporting issues discussed and the method of
resolution; and

5.5.4

Review general accounting trends and issues of accounting
policy, standards and practices which affect or may affect the
Company.

and with the external auditors any
accounting policies, the presentation
risks and uncertainties, and key
management that may be material to
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5.6

Internal Controls
5.6.1

The Committee shall review and monitor the Company's internal
control procedures, programs and policies, and assess the
adequacy and effectiveness of internal controls over the
accounting and financial reporting systems, with particular
emphasis on controls over computerized systems.

5.6.2

The Committee shall review:
5.6.2.1 The evaluation of internal controls by the external
auditors, together with management's response;
5.6.2.2 The working relationship between management and
external auditors;
5.6.2.3 The appointments of the Chief Financial Officer and any
key financial executives involved in the financial reporting
process;
5.6.2.4 The review and approval of the Company’s hiring policies
regarding partners, employees and former partners and
employees of the present and former external auditor of
the Company;
5.6.2.5 Any decisions related to the need for internal auditing,
including whether this function should be outsourced and,
in such case, approving the supplier which shall not be
the external auditors; and
5.6.2.6 Internal control procedures to ensure compliance with the
law and avoidance of conflicts of interest.

5.6.3

5.7

The Committee shall undertake private discussions with staff of
the internal audit function to establish internal audit
independence, the level of co-operation received from
management, the degree of interaction with the external auditors,
and any unresolved material differences of opinion or disputes.

Internal Auditor
The Committee shall:
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5.7.1

Review the mandate and annual objectives of the internal auditor,
if the appointment of an internal auditor is deemed appropriate;

5.7.2

Review the adequacy of the Company's internal audit resources;
and
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5.8

7

5.7.3

Ensure the internal auditor has ongoing access to the Chair of the
Committee as well as all officers of the Company, particularly the
Chief Executive Officer.

5.7.4

Review the audit plans, performance and summaries of the
reports of the internal audit function as well as management’s
response including follow-up to any identified weakness.

External Auditors
5.8.1

The Committee shall recommend to the Board of Directors the
appointment and compensation of the external auditors, which
firm is ultimately accountable to the Committee and the Board of
Directors.

5.8.2

The Committee shall be responsible for overseeing the work of
the external auditors.

5.8.3

The Committee shall i) receive periodic reports from the external
auditors regarding the auditors’ independence, the performance
of the auditors, the qualifications of the key audit partner and audit
managers, a periodic review of the auditors’ quality control
procedures, material issues arising from the periodic quality
control review and the steps taken by the auditors to address
such findings, ii) discuss such reports with the auditors, and if so
determined by the Committee, iii) recommend that the Board of
Directors take appropriate action to satisfy itself as to the
independence of the auditors and the quality of their performance.

5.8.4

The Committee shall take appropriate steps to assure itself that
the external auditors are satisfied with the quality of the
Company's accounting principles and that the accounting
estimates and judgments made by management reflect an
appropriate application of generally accepted accounting
principles.

5.8.5

The Committee shall undertake private discussions on a regular
basis with the external auditors to review, among other matters,
the quality of financial personnel, the level of co-operation
received from management, any unresolved material differences
of opinion or disputes with management regarding financial
reporting and the effectiveness of the work of the internal audit
function.

5.8.6

The Committee shall review the terms of the external auditors'
engagement and the appropriateness and reasonableness of the
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proposed audit fees as well as the compensation of any advisors
retained by the Committee.
5.8.7

The Committee shall review and pre-approve any engagements
for non-audit services provided by the external auditors or their
affiliates to the Company or its subsidiaries, together with the fees
for such services, and consider the impact of this on the
independence of the external auditors. The Committee shall
determine which non-audit services the external auditors are
prohibited from providing.

5.8.8

When a change of auditors is proposed, the Committee shall
review all issues related to the change, including the information
required to be disclosed by regulations and the planned steps for
an orderly transition.

5.8.9

The Committee shall review all reportable events, including
disagreements, unresolved issues and consultations on a routine
basis whether or not there is to be a change of auditors.

5.8.10 When discussing auditor independence, the Committee will
consider both rotating the lead audit partner or audit partner
responsible for reviewing the audit after a number of years and
establishing hiring policies for employees or former employees of
its external auditor.
5.9
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Audit Procedures
5.9.1

The Committee shall review the audit plans of the internal and
external audits, including the degree of co-ordination in those
plans, and shall inquire as to the extent to which the planned audit
scope can be relied upon to detect weaknesses in internal control
or fraud or other illegal acts. The audit plans should be reviewed
with the external auditors and with management, and the
Committee should recommend to the Board of Directors the
scope of the external audit as stated in the audit plan.

5.9.2

The Committee shall review any problems experienced by the
external auditors in performing the audit, including any restrictions
imposed by management or significant accounting issues on
which there was a disagreement with management.

5.9.3

The Committee shall review the post-audit or management letter
containing the recommendations of the external auditors, and
management's response and subsequent follow-up to any
identified weakness.
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5.10

Risk Management and Other Responsibilities
5.10.1 The Committee shall put in place procedures to receive and
handle complaints or concerns received by the Company about
accounting or audit matters including the anonymous submission
by employees of concerns respecting accounting or auditing
matters.
5.10.2 The Committee shall review such litigation, claims, transactions or
other contingencies as the internal auditor, external auditors or
any officer of the Company may bring to its attention, and shall
periodically review the Company's risk management programs. In
that regard the Committee shall review the Company’s major risk
exposures and the steps taken by management to monitor,
control and report such exposures.
5.10.3 The Committee shall review the policy on use of derivatives and
monitor the risk.
5.10.4 The Committee shall review the related party transactions in line
with the Toronto Stock Exchange rules and regulations and those
of any other applicable exchange or regulator.
5.10.5 The Committee shall review assurances of compliance with
covenants in trust deeds or loan agreements.
5.10.6 The Committee shall review business risks that could affect the
ability of the Company to achieve its business plan.
5.10.7 The Committee shall review uncertainties, commitments, and
contingent liabilities material to financial reporting.
5.10.8 The Committee shall review the effectiveness of control and
control systems utilized by the Company in connection with
financial reporting and other identified business risks.
5.10.9 The Committee shall review incidents of fraud, illegal acts,
conflicts of interest and related-party transactions.
5.10.10 The Committee shall review material valuation issues.
5.10.11 The Committee shall review the quality and accuracy of
computerized accounting systems, the adequacy of the
protections against damage and disruption, and security of
confidential information through information systems reporting.
5.10.12 The Committee shall review material matters relating to audits of
subsidiaries.

9

Documents and Policies Pertaining to Corporate Governance

5.10.13 The Committee shall review cases where management has
sought accounting advice on a specific issue from an accounting
firm other than the one appointed as auditor.
5.10.14 The Committee shall review any legal matters that could have a
significant impact on the financial statements.
5.10.15 The Committee shall consider other matters of a financial nature it
feels are important to its mandate or as directed by the Board of
Directors.
5.10.16 The Committee shall report regularly to the Board of Directors on
its proceedings, reviews undertaken and any associated
recommendations.
5.10.17 The Committee shall have the right, for the purpose of
discharging the powers and responsibilities of the Committee, to
inspect any relevant records of the Company and its subsidiaries.
5.11

Compensation
Members of the Committee shall be entitled to receive such remuneration
for acting as members of the Committee as the Board of Directors may
determine from time to time.
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