
 

DATA COMMUNICATIONS MANAGEMENT CORP. 

AUDIT COMMITTEE CHARTER 

A. Name

B. Purpose

C. Composition of Committee, Constitution and Frequency of Meetings

D. Responsibilities

A. Name

There will be an Audit Committee (“Audit Committee”) of the board of directors (the “Board”) of 

DATA Communications Management Corp. (the “Corporation”). 

B. Purpose

The purpose of the Audit Committee, as delegated by the Board, is to provide oversight and make 

recommendations to the Board with respect to the Corporation’s compliance with all financial 

disclosure and legal and regulatory requirements relating thereto and provide oversight of accounting 

systems and internal controls, the quality and integrity of the financial reports and the independence, 

qualification and performance of the Corporation’s external auditors (“External Auditors”). 

In exercise of its oversight, it is not the duty or responsibility of the Audit Committee or its members 

to: (1) plan or conduct audits; or (2) determine that the financial statements are complete and 

accurate and are in accordance with generally accepted accounting principles, including international 

financial reporting standards (“GAAP”). 

Management (“Management”) of the Corporation is responsible for: (1) the preparation, 

presentation and integrity of the Corporation's financial statements; (2) maintaining appropriate 

accounting and financial reporting principles and policies and systems of risk assessment and 

internal controls and procedures designed to provide reasonable assurance that assets are 

safeguarded and transactions are properly authorized, recorded and reported in accordance with 

accounting standards and applicable laws and regulations. 

C. Composition of Committee, Constitution and Frequency of Meetings

The Audit Committee will consist of at least three members, one of whom is the Chair, all as 

determined by the Board.  At an Audit Committee meeting a quorum will be not less than a majority 

of its members. New Audit Committee members will participate in such training and orientation as 

may be deemed by the Board or the Corporate Governance Committee of the Board to be necessary 

or appropriate in the circumstances. 

The Audit Committee members will satisfy the independence and financial literacy requirements of 

applicable legislation and stock exchange rules. 
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At least one member of the Audit Committee must have accounting or related financial expertise, 

which must involve: (1) an understanding of the accounting principles used by the Corporation to 

prepare its financial statements; (2) the ability to assess the general application of such accounting 

principles in connection with the accounting for estimates, accruals and reserves; (3) experience in 

the preparation, auditing, analyzing or evaluating financial statements that present a breadth and 

complexity of issues that are generally comparable to the breadth and complexity of issues that can 

reasonably be expected to be raised by the Corporation’s financial statements, or experience actively 

supervising one or more persons engaged in such activities; (4) experience with internal controls and 

procedures for financial reporting; and (5) an understanding of Audit Committee functions. 

The Audit Committee will meet at least quarterly and more frequently as the Audit Committee, in its 

discretion, deems desirable. The Audit Committee can, in its discretion, invite others to attend its 

meetings. The Audit Committee will meet separately with Management and the External Auditors 

periodically, as it deems necessary, but not less than annually. 

The Audit Committee will have the authority to: (1) engage independent counsel and other advisors, 

as it determines necessary to carry out its duties; and (2) set and pay the compensation for any 

advisors employed by the Audit Committee. 

The Chair of the Audit Committee will, on behalf of the Audit Committee, report to the Board on 

matters considered by the Audit Committee, its activities and compliance with this Charter. 

At least once every two years the Audit Committee will perform a self-evaluation to: (1) determine 

the Audit Committee’s effectiveness; (2) evaluate Audit Committee succession plans related to 

Committee membership; and (3) review and assess the adequacy of this Charter and, if required, 

recommend changes to the Board. 

D. Responsibilities

1. Duties with Respect of the Appointment and Work of the External Auditors

 The External Auditors will both report to, and be ultimately accountable to, the Audit

Committee and the Board as the representatives of the shareholders of the Corporation and

be responsible for planning and carrying out the audit of the annual financial statements of

the Corporation.

 The Audit Committee will recommend to the Board:  (1) the External Auditors to be

nominated for the purpose of preparing or issuing an auditor’s report or performing other

audit, review or attest services for the Corporation; and (2) the compensation of the External

Auditors.

 The Audit Committee will be directly responsible for the oversight of the work of the

External Auditors, which will include the following:

(i) review of the mandate of the External Auditors;

(ii) review of the independence of the External Auditors, including the rotation of the

partners assigned in accordance with applicable laws and professional standards, the
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internal quality control findings of the External Auditors' firm and peer reviews, and 

both the nature of and amount of non-audit fees; 

(iii) review of the performance of the External Auditors, including the relationship

between the External Auditors and Management and the evaluation of the lead

partner of the External Auditors, taking into account the opinions of Management;

(iv) removal of the External Auditors if circumstances warrant, after due inquiry and

discussion with the External Auditor;

(v) review analyses prepared by Management or the External Auditors setting forth

significant financial reporting issues and judgments made in connection with the

preparation of the financial statements;

(vi) resolution of any disagreements with Management; and

(vii) review of any audit problems or difficulties with Management’s response.

 The Audit Committee will discuss with the External Auditors the critical accounting policies

and practices and be advised of alternative accounting treatments of financial information

and the treatment preferred by the External Auditors.

 The Audit Committee will also receive all material written communications between the

External Auditors and Management, including the Management letter and schedule of

unadjusted differences.

 The Audit Committee will discuss with the External Auditors and then approve the audit

plan, scope, responsibilities, budget, staffing, the objectives, coordination, reliance upon

Management, general audit approach, audit and related fees, the responsibilities of

Management and the External Auditors, and timing.

 The Audit Committee will pre-approve all review or attest engagements and non-audit

services which the External Auditors may perform for the Corporation or its subsidiaries, in

each case including fees. The Audit Committee may delegate to one of its members the

approval of such services. In such instances, the items approved will be reported to the Audit

Committee at its next scheduled meeting following such pre-approval.

 The Audit Committee will review the practices related to the hiring of partners, employees or

former partners and employees of the present and former External Auditors to ensure

compliance with the rules of any applicable regulatory authority or stock exchange.

2. Financial Reporting and Compliance

 The Audit Committee will review and discuss with Management and the External Auditors

where appropriate, the following financial documents and reports prior to public disclosure:

(i) annual audited financial statements, including the report of the External Auditors to

shareholders of the Corporation and quarterly financial statements, including
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disclosures made in Management’s Discussion and Analysis of Financial Condition 

and Results of Operations; 

(ii) all press releases discussing earning results or prospective earnings results, including

pro forma or adjusted non-GAAP information;

(iii) all certifications that may be made by the Chief Executive of the Corporation and

Chief Financial Officer of the Corporation on the annual or quarterly financial

results, disclosure controls and procedures and internal controls over financial

reporting;

(iv) any legal, tax or regulatory matters that may have a material impact on the

Corporation's or its subsidiaries’ operations and financial statements; and

(v) any financial information contained in any prospectus, information circular or other

disclosure documents or regulatory filings containing financial information of the

Corporation or its subsidiaries.

 The Audit Committee will ensure that adequate procedures are in place for the review of the

Corporation’s public disclosure of financial information extracted or derived from the

Corporation’s financial statements and will periodically assess the adequacy of those

procedures.

 The Audit Committee will oversee any auditing or accounting reviews or similar procedures

or investigations.

 The Audit Committee will review, as appropriate, any report required by the appropriate

regulatory authority to be included in the annual management information circular related to

the matters covered by this Charter, including the disclosure of the External Auditors'

services and fees, Audit Committee members and their qualifications and activities of the

Audit Committee.

 The Audit Committee will, if necessary, launch special investigations with full access to

books, records, facilities and personnel of the Corporation and its subsidiaries.

 The Audit Committee will review and approve any report to shareholders and others required

by applicable laws or regulations or stock exchange requirements stating whether it has:

(i) reviewed and discussed the audited financial statements with Management and the

External Auditors, as appropriate;

(ii) received from the public accountants all reports and disclosures required under legal,

listing and regulatory requirements and this Charter and have discussed such reports

and disclosures with the External Auditors, including reports and disclosures with

respect to the independence of the External Auditors; and
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(iii) based on the reviews and discussions referred to in clauses (i) and (ii) above,

recommend to the Board that the audited financial statements be included in the

annual report.

3. Financial Reporting Processes, Accounting Policies and Standards

 The Audit Committee will review with Management major issues regarding accounting

principles and financial statement presentations, including any significant changes in the

selection or application of accounting principles and use of material estimates and judgement

in preparing the financial statements. This will also include a review of analyses prepared by

Management setting forth the impact of alternative GAAP methods and their impact on the

financial statements.

 The Audit Committee will review all related party transactions entered into by the

Corporation or its subsidiaries.

 The Audit Committee will also review the use of material special purpose entities and the

business purpose and economic effect of material off balance sheet transactions,

arrangements, obligations, guarantees and other relationships of the Corporation and its

subsidiaries; the treatment for financial reporting purposes of any significant transactions

which are not a normal part of operations, including any material off-balance sheet

financing; legal including unasserted claims, tax or regulatory matters that may have a

material impact on the operations and financial statements including the use of any “pro

forma” or “adjusted” information not in accordance with GAAP.

4. Internal Controls and Internal Audit

 Management is responsible for designing an effective system of internal controls. The Audit

Committee will oversee the activities of Management in implementing policies and

procedures that ensure the risks are identified and that controls are adequate, in place and

functioning properly.

 The Audit Committee will review any major issues regarding the adequacy of the internal

controls and the actions being taken in light of any material control deficiencies. This will

include a review of internal control findings made by Management and the External

Auditors. The Audit Committee will also discuss with the External Auditors the major

accounting risk exposures and the steps Management has undertaken to control them.

 Management is responsible for reviewing, subject to Audit Committee oversight, the

adequacy and effectiveness of the system of internal controls.

 The Audit Committee will participate in the appointment, promotion or dismissal of the

Chief Financial Officer of the Corporation and/or Controller of the Corporation and help

determine his or her qualifications, access and compensation.
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5. Other

 The Audit Committee will have procedures for the receipt, retention and treatment of

complaints received by the Corporation or its subsidiaries regarding accounting, internal

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

employees of the Corporation or its subsidiaries of concerns regarding questionable

accounting or auditing matters.

 Management will report to the Audit Committee on a timely basis all discovered incidents of

fraud within the Corporation or its subsidiaries, regardless of monetary value.

 The Audit Committee will at least annually provide oversight of the Corporation’s and its

subsidiaries’ risk management policies, including environmental risks, disaster recovery and

business continuity plans, investment policies and insurance coverage.
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