
SPIN MASTER CORP. 

CHARTER OF THE AUDIT COMMITTEE 

 

1.   Introduction 

      This charter (the ‘‘Charter’’) sets forth the purpose, composition, duties and responsibilities of the Audit 

Committee (the ‘‘Committee’’) of the Board of Directors (the ‘‘Board’’) of Spin Master Corp. (the ‘‘Company’’). 

 

2.   Purpose 

      The purpose of the Committee is to assist the Board in fulfilling its oversight responsibilities with respect to: 

 financial reporting and disclosure requirements; 

 ensuring that an effective risk management and financial control framework has been designed, implemented 

and tested by management of the Company; 

 external audit processes; 

 helping directors meet their responsibilities; 

 providing better communication between directors and external auditors; 

 enhancing the independence of the external auditors; 

 increasing the credibility and objectivity of financial reports; and 

 strengthening the role of directors by facilitating in-depth discussions among directors, management and the 

external auditors regarding significant issues involving judgment and impacting quality controls and 

reporting. 

 

3.   Membership 

 

3.1 Number of Members 

      The Committee shall be composed of three or more members of the Board. 

 

3.2 Independence of Members 

      Each member of the Committee must be independent. ‘‘Independent’’ shall have the meaning, as the context 

requires, given to it in National Instrument 52-110 Audit Committees, as may be amended from time to time. 

 

3.3 Chair 

      At the time of the annual appointment of the members of the Committee, the Board may appoint a chair of the 

Committee. If a Committee chair is not appointed by the Board, the members of the Committee may designate a chair 

by majority vote of the full Committee membership. The Committee chair shall be a member of the Committee. 

 

3.4 Financial Literacy of Members 

      At the time of his or her appointment to the Committee, each member of the Committee shall have, or shall acquire 

within a reasonable time following appointment to the Committee, 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. 

 

3.5 Term of Members 

      The members of the Committee shall be appointed annually by the Board. Each member of the Committee shall 

serve at the pleasure of the Board until the member resigns, is removed, or ceases to be a member of the Board. 

 



4.   Meetings 

 

4.1 Number of Meetings 

      The Committee may meet as many times per year as necessary to carry out its responsibilities. 

 

4.2 Quorum 

      No business may be transacted by the Committee at a meeting unless a quorum of the Committee is present. A 

majority of members of the Committee shall constitute a quorum. 

 

4.3 Calling of Meetings 

      The Committee chair, any member of the Committee, the external auditors, the Chair of the Board, or either Co-

Chief Executive Officer or the Chief Financial Officer may call a meeting of the Committee by notifying the 

Company’s Corporate Secretary who will notify the members of the Committee. 

  

4.4 Chair 

      The Committee chair shall preside over all Committee meetings that he or she attends, and in the absence of the 

Committee chair, the members of the Committee present may appoint a chair for the meeting from among their 

number. 

 

4.5 Minutes; Reporting to the Board 

      The Committee shall maintain minutes or other records of meetings and activities of the Committee in sufficient 

detail to convey the substance of all discussions held. Upon approval of the minutes by the Committee, the minutes 

shall be circulated to the members of the Board. However, the Committee chair may report orally to the Board on any 

matter in his or her view requiring the immediate attention of the Board. 

 

4.6 Attendance of Non-Members 

      The external auditors are entitled to attend and be heard at each Committee meeting. In addition, the Committee 

may invite to a meeting any officers or employees of the Company, legal counsel, advisors and other persons whose 

attendance it considers necessary or desirable in order to carry out its responsibilities. At least once per year, the 

Committee shall meet with the internal auditor, if one has been appointed, and management in separate sessions to 

discuss any matters that the Committee or such individuals consider appropriate. 

 

4.7 Meetings without Management 

      As part of each meeting of the Committee, the independent directors shall hold a meeting with the external auditors 

of the Company and an in camera session, at which management and non-independent directors are not present, and 

the agenda for each Committee meeting will afford an opportunity for such a session. 

 

4.8 Access to Management and Books and Records 

      The Committee shall have unrestricted access to the Company’s management and employees and the books and 

records of the Company. 

 

5.   Duties & Responsibilities 

      The Committee has, among other things, the following responsibilities, in addition to the duties and responsibilities 

required of an audit committee by any exchange upon which securities of the Company are traded, or any 

governmental or regulatory body exercising authority over the Company, as are in effect from time to time 

(collectively, the ‘‘Applicable Requirements’’): 

 

5.1 Financial Statements and Reporting 

 Assist the Board in the discharge of its oversight responsibilities relating to the Company’s financial 

statements and its financial reporting practices and system of internal accounting and financial controls, the 

corporate audit and risk assessment function, the management information systems, the annual external audit 



of the Company’s financial statements and the compliance by the Company with laws and regulations and 

its own Code of Ethics and Business Conduct related thereto. 

 Review significant accounting and reporting issues, including complex or unusual material transactions and 

highly judgmental areas, unusual or sensitive matters such as disclosure of related party transactions, 

significant non-recurring events, significant risks and changes in provisions, estimates or provisions included 

in any financial statements, and recent professional and regulatory pronouncements, and understand their 

impact on and presentation in the financial statements. 

 Review and discuss with management and the external auditors the results of the audit, including any 

difficulties encountered and follow-up in that context and ensure that the external auditors are satisfied that 

the accounting estimates and judgments made by management’s selection of accounting principles reflect an 

appropriate application of generally accepted accounting principles. 

 Review the annual financial statements and consider whether there is any reason to believe that they are not 

complete, adequate, consistent with information known to the members of the Committee, and reflect 

appropriate accounting principles and, if appropriate, recommend to the Board their approval and disclosure. 

 Understand how management develops interim financial information, and the nature and extent of internal 

and external auditors involvement. 

 Review interim financial reports with management and the external auditors before disclosure and filing with 

regulators, and consider whether there is any reason to believe that they are not complete and consistent with 

the information known to the members of the Committee and reflect appropriate accounting principles and, 

if appropriate, recommend to the Board their approval and disclosure. 

 Review the Company’s management discussion and analysis, and other financial information including, 

without limitation, forward-looking information provided by the Company to any governmental body or the 

public and, if appropriate, recommend to the Board their approval and disclosure. 

 Review the Company’s annual information form and related regulatory filings before release to the extent 

that same include financial information, and consider the accuracy and completeness of the financial 

information contained therein and, if appropriate, recommend to the Board their approval and disclosure. 

 Review the Company’s press releases containing financial information including, without limitation, 

forward-looking information before the Company publicly discloses this information and, if appropriate, 

recommend to the Board their approval and disclosure. 

 Review and discuss with management any litigation matters which could significantly affect the financial 

statements, and review the manner in which these matters are disclosed in the financial statements. 

 Review and discuss any regulatory compliance issues which could significantly affect the financial 

statements. 

 Review and discuss any corporate governance issues which could significantly affect the financial statements. 

 Review with management and the external auditors all matters required to be communicated to the Committee 

under generally accepted auditing standards. 

 To the extent not previously reviewed by the Committee, review and, if appropriate, recommend to the Board 

the approval of all financial statements included in any prospectus, offering memoranda or other offering 

document and all other financial reports required by regulatory authorities and requiring approval by the 

Board. 

 Review the statement of management’s responsibility for the financial statements as signed by the 

management of the Company and included in any published document. 

 Obtain explanations for communication to the Board for all significant variances between comparable 

reporting periods. 

 Ensure 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 periodically assess the 

adequacy of those procedures. 



 Monitor the application and update, as necessary, of the Company’s disclosure policy in relation to financial 

information. 

5.2 Internal Control 

 Review the Company’s system of internal controls. 

 Require management to design, implement and maintain appropriate systems of internal controls in 

accordance with Applicable Requirements, including internal controls over financial reporting and disclosure 

and to review, evaluate and approve these procedures. 

 At least annually, consider and review with management and the Company’s external auditors: 

 the effectiveness of, or weaknesses or deficiencies in: the design or operation of the Company’s internal 

controls (including computerized information system controls and security); the overall control 

environment for managing business risks; and accounting, financial and disclosure controls (including, 

without limitation, controls over financial reporting), non-financial controls, and legal and regulatory 

controls and the impact of any identified weaknesses in internal controls on management’s conclusions; 

 any significant changes in internal controls over financial reporting that are disclosed, or considered for 

disclosure, including those in the Company’s regulatory filings; 

 any material issues raised by any inquiry or investigation by the Company’s regulators; 

 the Company’s fraud prevention and detection program, including deficiencies in internal controls that 

may impact the integrity of financial information, or may expose the Company to other significant internal 

or external fraud losses and the extent of those losses and any disciplinary action in respect of fraud taken 

against management or other employees who have a significant role in financial reporting; and 

 any related significant issues and recommendations of the external auditors together with management’s 

responses thereto, including the timetable for implementation of recommendations to correct weaknesses 

in internal controls over financial reporting and disclosure controls and procedures. 

 Recommend and supervise the establishment and operation of an internal audit process. 

 

5.3 External Audit 

 Recommend to the Board the appointment or discharge and compensation of the Company’s external 

auditors. 

 Oversee the work of the external auditors, including the auditors’ work in preparing or issuing an audit report, 

performing other audit, review or attest services or any other related work. 

 Fill the role as the direct contact for the external auditors and manage the relationship between the Company 

and the external auditors. 

 Maintain a free and open line of communication with management, the Chief Financial Officer and the 

external auditors. 

 Resolve disagreements between the external auditors and management as to financial reporting matters 

brought to the Committee’s attention. 

 At least annually, discuss with the external auditors such matters as are required by applicable auditing 

standards. 

 At least annually, review a summary of the external auditors’ proposed audit scope and approach, including 

coordination of audit effort with internal audit. 

 Review a report prepared by the external auditors in respect of each of the interim financial statements of the 

Company. 



 Pre-approve all non-audit services to be provided to the Company or its subsidiary entities by the Company’s 

external auditors, that the Committee deems advisable in accordance with Applicable Requirements and 

policies and procedures adopted by the Board. 

 At least annually, and before the external auditors issue their report on the annual financial statements: review 

and confirm the independence of the external auditors by obtaining statements from the auditors on 

relationships between the auditors and the Company, including non-audit services; discuss any disclosed 

relationships or services that may affect the objectivity and independence of the auditors; and obtain written 

confirmation from the auditors that they are objective and independent within the meaning of the applicable 

rules of professional conduct and other Applicable Requirements. 

 At least annually, meet separately with the external auditors to discuss the access to requested information 

and level of cooperation from management during the performance of their work. 

 On a regular basis, review and approve the Company’s hiring policies regarding partners, employees and 

former employees of the present and former external auditors of the Company. 

 Review the qualifications and performance of the lead partner(s) of the external auditors and determine 

whether it is appropriate to adopt or continue a policy of rotating lead partners of the external auditors. 

5.4 Compliance 

 Establish procedures for the receipt, retention and treatment of complaints received by the Company 

regarding accounting, internal controls or auditing matters, and for the confidential, anonymous submission 

by employees of the Company or its subsidiaries of concerns regarding questionable accounting or auditing 

matters (the ‘‘Complaints Procedures’’). 

 Review the effectiveness of the Complaints Procedures and follow-up (including disciplinary action) of any 

instances of non-compliance.  

 Review the findings of any examinations by regulatory agencies, and any auditor observations. 

 Obtain regular updates from management and the Company’s legal counsel regarding compliance matters in 

respect of the Complaints Procedures. 

 Review reports regarding any material communications received from regulators in relation to financial 

information. 

5.5 Other Responsibilities 

 Review and discuss with management the appointment of key financial executives and recommend qualified 

candidates to the Board, as appropriate. 

 Perform other activities related to this Charter as requested by the Board. 

 Investigate and assess any issue that raises significant concern to the Committee, with the assistance, if so 

required by the Committee, of the Chief Financial Officer and/or the external auditors. 

6.   Oversight Function 

      While the Committee is responsible for overseeing the Company’s financial statements and financial disclosures 

as set forth in this Charter, the Company’s management is responsible for the preparation, presentation and integrity 

of the Company’s financial statements and financial disclosures and for the appropriateness of the accounting 

principles and the reporting policies used by the Company, and the Company’s external auditors are responsible for 

auditing the Company’s annual consolidated financial statements and for reviewing the Company’s unaudited interim 

financial statements. 

 

7.   Reporting 

      The Committee chair shall provide a report to the Board on material matters considered by the Committee at the 

next regular Board meeting following the Committee’s meeting. As required by the Applicable Requirements, the 

Committee should report annually to shareholders, describing the Committee’s composition, responsibilities and any 



other information required by applicable law. The Committee should also review any other report the Company issues 

that relates to the Committee’s responsibilities. 

 

8.   Delegation 

      The Committee may, to the extent permissible by Applicable Requirements, designate a sub-committee to review 

any matter within this Charter as the Committee deems appropriate. 

 

9.   Access to Information and Authority 

      The Committee will be granted access to all information regarding the Company that is necessary or desirable to 

fulfill its duties and all directors, officers and employees will be directed to cooperate as requested by members of the 

Committee. The Committee has the authority to retain, at the Company’s expense, independent legal, financial and 

other advisors, consultants and experts, to assist the Committee in fulfilling its duties and responsibilities, including 

sole authority to retain and to approve and pay any such firm’s fees and other retention terms without prior approval 

of the Board. The Committee also has the authority to communicate directly with internal and external auditors. 

 

10. Limitation on Committee’s Duties; No Rights Created 

      Notwithstanding the foregoing and subject to applicable law, nothing contained in this Charter is intended to 

require the Committee to ensure the Company’s compliance with applicable laws or regulations. In contributing to the 

Committee’s discharge of its duties under this Charter, each member of the Committee shall be obliged only to exercise 

the care, diligence and skill that a reasonably prudent person would exercise in comparable circumstances. Nothing in 

this Charter is intended or may be construed as imposing on any member of the Committee a standard of care or 

diligence that is in any way more onerous or extensive than the standard to which the members of the Board are 

subject. This Charter is a statement of broad policies and is intended as a component of the flexible governance 

framework within which the Committee functions. While it should be interpreted in the context of all applicable laws, 

regulations and listing requirements, as well as in the context of the Company’s Articles and By-laws, it is not intended 

to establish any legally binding obligations. 

 

11. Review of Charter 

      Periodically, the Committee shall review and assess the adequacy of this Charter to ensure compliance with any 

rules of regulations promulgated by any regulatory body and recommend for Board approval any modifications to this 

Charter as considered advisable. 


