AUDIT COMMITTEE MANDATE

Role
The primary purpose of the Audit Committee (the “Committee”) is to assist the Board in
its oversight role with respect to:
1.
2.
3.
4.
5.
6.
7.

the quality and integrity of financial information;
the effectiveness of MCAN’s internal control over financial reporting;
the meeting of MCAN’s reporting issuer obligations;
the independent auditor’s performance, qualifications and independence;
the performance of the internal audit function;
MCAN’s compliance with legal and regulatory requirements; and
the Information Technology function.

Composition and Operations
1. The Committee shall consist of at least three directors appointed annually by the
Board.
2. No member of the Committee shall be an officer or employee of MCAN, its
subsidiaries or affiliates. Members of the Committee will not be affiliated with
MCAN as such term is defined in the Trust and Loan Companies Act (Canada).
3. Each member of the Committee shall satisfy the applicable independence, proficiency
and experience requirements of the laws governing MCAN, the applicable stock
exchange on which MCAN’s securities are listed, applicable securities regulatory
authorities and MCAN’s Director Independence Policy.
4. The Board shall appoint one member of the Committee as the Committee Chair.
5. Each member of the Committee shall be financially literate as such qualification is
defined by applicable law and interpreted by the Board in its business judgement.
6. The Committee shall meet at least quarterly and as many additional times as
necessary. The Committee shall report to the Board on its activities, findings and
recommendations after each of its meetings.
Specific Duties
Oversight of the Independent Auditor
1. Recommend to the Board the appointment, reappointment or removal of the
independent auditor for the purpose of preparing or issuing an auditor’s report or
performing other audit, review or attestation services for MCAN, subject to required
shareholder approval.
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2. Review and approve the scope and terms of all audit engagements and recommend to
the Board the compensation of the independent auditor.
3. Provide oversight of the work of the independent auditor engaged for the purpose of
preparing or issuing an auditor’s report or performing other audit, review or
attestation services (including resolution of disagreements between management and
the independent auditor regarding financial reporting). Ensure that the independent
auditor reports directly to the Committee.
4. Pre-approve all audit services and permitted non-audit services (including the fees,
terms and conditions for the performance of such services) to be provided by the
independent auditor. When appropriate, the Committee may delegate to the Chair of
the Committee the authority to grant pre-approvals of audit and permitted non-audit
services, provided that such authorization does not exceed $25,000 at any given time,
and the full Committee shall be informed of such approvals at its next scheduled
meeting.
5. Evaluate the qualifications, performance and independence of the independent
auditor, including:
(i)

reviewing and evaluating the lead partner on the independent auditor’s
engagement with MCAN;

(ii)

considering whether the independent auditor’s quality controls are adequate and
that the provision of permitted non-audit services are compatible with
maintaining the auditor’s independence; and

(iii) addressing any concerns raised by regulatory authorities or other stakeholders
regarding the independent auditor’s independence.
6. Present the Committee’s conclusions with respect to the independent auditor to the
Board and, if so determined by the Committee, recommend that the Board take
additional action to satisfy itself of the qualifications, performance and independence
of the independent auditor.
7. At least annually, obtain and review a report from the independent auditor regarding:
(i)

the independent auditor’s internal quality-control procedures;

(ii)

any material issues raised by the most recent internal quality-control review, or
peer review, of the independent auditor, or by any inquiry or investigation by
governmental or professional authorities within the preceding five years
respecting one or more independent audits carried out by the independent
auditor;
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(iii) any steps taken to deal with any such issues; and
(iv) all relationships between the independent auditor and MCAN.
8. Review and discuss with management and the independent auditor, prior to the
annual audit, the scope, planning, materiality and staffing of the annual audit, satisfy
itself that the audit plan is risk-based and addresses all of the relevant activities over a
measurable cycle and that the work of the independent auditor and the internal auditor
is coordinated.
9. Ensure the rotation of the lead audit partner having primary responsibility for the
audit as required by law.
10. Review and approve hiring policies regarding partners and employees or former
partners and employees of the present and former independent auditor.
11. Establish and maintain free and open communication with the independent auditor,
meet separately with the independent auditor to assess the adequacy and effectiveness
of the internal control systems and report to the Board on the effectiveness of the
independent audit process.
Financial Reporting
12. Review and discuss with management and the independent auditor the annual audited
financial statements, the independent auditor’s report thereon, any changes to the
audit scope or strategy, and any other returns or transactions required to be reviewed
by the Committee and report to the Board prior to approval by the Board and
publication of earnings.
13. Review and discuss with management MCAN’s quarterly financial statements prior
to approval by the Board and publication of earnings.
14. Review and discuss with management and the independent auditor, as appropriate,
the annual and quarterly disclosures made in management’s discussion and analysis
prior to approval by the Board and publication.
15. Review such returns as the Office of the Superintendent of Financial Institutions may
specify.
16. Require management to implement and maintain appropriate and effective internal
control procedures.
17. Review, evaluate and approve the procedures established under item 16.
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18. Review such investments and transactions that could adversely affect MCAN’s wellbeing as the independent auditor or any officer of MCAN may bring to the attention
of the Committee.
19. At least annually, review and discuss with management and the independent auditor
significant financial reporting issues and judgements made in connection with the
preparation of MCAN’s financial statements, including:
(i)

key areas of risk for material misstatement of the financial statements, including
critical accounting estimates or areas of measurement uncertainty;

(ii)

whether the independent auditor considers estimates to be within an acceptable
range and the rationale for the final valuation decision and whether it is
consistent with industry practice;

(iii) any significant changes in MCAN’s selection or application of accounting
principles;
(iv) any major issues as to the adequacy of MCAN’s internal controls; and
(v)

any special steps adopted in light of material control deficiencies.

20. At least annually, review and discuss with management and the independent auditor
reports from the independent auditor on:
(i)

critical accounting policies and practices to be used;

(ii)

significant financial reporting issues, estimates and judgements made in
connection with the preparation of the financial statements;

(iii) alternative treatments of financial information within generally accepted
accounting principles that have been discussed with management, ramifications
of the use of such alternative disclosures and treatments, and the treatment
preferred by the independent auditor; and
(iv) other material written communications between the independent auditor and
management, such as any management letter or schedule of unadjusted
differences.
21. At least annually, review and discuss with management and the independent auditor
any significant changes to MCAN’s accounting principles and practices suggested by
the independent auditor, internal audit personnel or management and assess whether
MCAN’s accounting practices are appropriate.
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22. At least annually, review and discuss with management and the independent auditor
the effect of regulatory and accounting initiatives as well as off-balance sheet
structures on MCAN’s financial statements.
23. At least annually, review and recommend to the Board the Disclosure Policy, which
governs the release of information about MCAN and requires timely, accurate and
fair disclosure of such information in compliance with all legal and regulatory
requirements.
24. Review all financial public disclosure documents, including information contained in
earnings press releases, Annual Information Form, Annual Report and Management
Information Circular prior to approval by the Board.
25. Review and discuss with the CEO and the CFO the procedures undertaken in
connection with the CEO and CFO certifications for the annual and interim filings
with applicable securities regulatory authorities.
26. Review disclosures made by the CEO and CFO during their certification process for
the annual and interim filing with applicable securities regulatory authorities about
any significant deficiencies in the design or operation of internal controls which could
adversely affect MCAN’s ability to record, process, summarize and report financial
data or any material weaknesses in the internal controls, and any fraud involving
management or other employees who have a significant role in MCAN’s internal
controls.
27. At least quarterly, discuss with management any legal matters that may have a
material impact on the financial statements, operations, assets of MCAN and any
material reports or inquiries received by MCAN or any of its subsidiaries from
regulators or governmental agencies with respect to financial statements.
28. Meet with the Chief Audit Officer and with management to discuss the effectiveness
of the internal control procedures established for MCAN pursuant to item 16.
Oversight of the Finance Function
29. Together with the Conduct Review, Corporate Governance & Human Resources
Committee, ensure an annual review of the mandate of the Chief Financial Officer.
30. At least annually, review the budget, structure and resources of the Finance function.
31. Together with the Conduct Review, Corporate Governance & Human Resources
Committee, ensure an annual performance evaluation of the Chief Financial Officer
and assess the effectiveness of the Chief Financial Officer.
32. Review the results of periodic independent reviews of the Finance function.
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33. At least quarterly, meet separately with the Chief Financial Officer to assess the
adequacy and effectiveness of the internal control systems and to obtain reasonable
assurance that the controls are effective and report to the Board thereon.
34. Annually assess and report to the Board on the effectiveness of the Finance function.
Oversight of the Internal Audit Function
35. Together with the Conduct Review, Corporate Governance & Human Resources
Committee, ensure an annual review of the mandate of the Chief Audit Officer.
36. At least annually, review the independence, budget and structure of the Internal Audit
function, prior to approval by the Board.
37. Review the Internal Audit 3-year audit plan, including any significant changes to the
audit plan, and, as part of the review, satisfy itself that the audit plan is risk-based and
addresses all relevant activities over a measurable cycle, prior to approval by the
Board.
38. Review the scope of the audits to be performed by the Internal Audit function and the
degree of co-ordination between the plans of the internal and independent auditor,
and outstanding control matters as cited by the Office of the Superintendent of
Financial Institutions or other regulatory agencies.
39. Review the quarterly reports of the Chief Audit Officer on internal audit activities,
including audit findings, recommendations and progress in meeting the annual audit
plan.
40. Together with the Conduct Review, Corporate Governance & Human Resources
Committee, ensure an annual performance evaluation of the Chief Audit Officer and
assess the effectiveness of the Chief Audit Officer and the Internal Audit function and
report to the Board thereon.
41. At least quarterly, meet separately with the Chief Audit Officer to assess the
adequacy and effectiveness of the internal control systems and to obtain reasonable
assurance that the controls are effective and report to the Board thereon.
Oversight of the Information Technology (“IT”) Function
42. At least annually, review and recommend to the Board the IT Governance
Framework, other associated IT policies, and oversee the IT governance framework
development at MCAN.
43. Review the development of plans and direction of the IT initiatives, the effectiveness
of IT solutions and services in meeting stakeholder needs and expectations;
identification and mitigation of IT risks, including Cyber risk; compliance with all
legal and regulatory requirements relative to the security of data and privacy
protection of information.
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44. Periodically review practices for managing cyber risk, including how they apply to
relations with third-party service providers, and reports on data breaches related to
cybersecurity.
Other
45. Establish procedures for the receipt, retention and treatment of complaints received
by MCAN regarding accounting, internal accounting controls, or auditing matters,
and the confidential anonymous submission by employees of concerns regarding
questionable accounting or auditing matters, and the potential retaliation against
employees who raise complaints or concerns as contemplated in the Whistleblowing
Policy.
46. At least annually, review and recommend to the Board the Capital Management
Policy.
47. Review correspondence with Canadian securities regulators and administrators.
48. Review the internal auditor’s report on the results of testing of the Business
Continuity Plan as per the internal auditor’s cycle of audits.
49. At the discretion of the Committee, retain, oversee, compensate and terminate
independent advisors to assist the Committee in its activities.
50. Together with the Conduct Review, Corporate Governance & Human Resources
Committee, ensure an annual review of the Committee mandate.
51. Carry out any other appropriate duties and responsibilities assigned by the Board.
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