AUDIT COMMITTEE

(THE “COMMITTEE”) OF THE BOARD OF DIRECTORS OF
MAPLE LEAF FOODS INC. (THE “COMPANY” AND THE “CORPORATION”)
NATURE AND SCOPE OF THE COMMITTEE
The Committee is a standing committee appointed by the Board of Directors, established to fulfill
applicable public company obligations respecting audit committees and to assist the Board of
Directors (the “Board”) in fulfilling its oversight responsibilities in the following areas: (i) accounting
policies and practices, (ii) the integrity of the Company’s financial statements, (iii) compliance with
legal and regulatory requirements, (iv) the qualifications, independence, and performance of the
external auditors, and (v) the performance of the internal audit function.
The Committee, its Chair and members are members of the Board, appointed to the Committee to
provide broad oversight of the financial, financial reporting, risk and control related activities of the
Corporation, and are specifically not accountable or responsible for the day to day operation or
performance of such activities.
Management is responsible for the preparation, presentation and integrity of the financial statements
and for maintaining appropriate accounting and financial reporting principles and policies, 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 and to assure
the effectiveness and efficiency of operations, the reliability of financial reporting and compliance with
accounting standards and applicable laws and regulations.
The internal auditor is responsible for monitoring and reporting on the adequacy and effectiveness of
the system of internal controls.
The external auditors are responsible for planning and carrying out an audit of the annual consolidated
financial statements in accordance with generally accepted auditing standards to provide reasonable
assurance that, among other things, such financial statements are in accordance with generally
accepted accounting principles. The external auditors are accountable to the Committee and the
Board as the representatives of the shareholders of the Corporation and the Committee shall so
instruct the external auditors and the external auditors shall report directly to the Committee.
Except as set out below, the Committee does not have decision-making authority but rather conveys its
findings and recommendations to the Board of Directors for consideration and decision by the Board of
Directors.
PROCEDURES, POWERS AND DUTIES
In addition to the procedures and powers set out in the policy entitled “Composition, Appointment &
Practices of Each Committee of the Board of Directors of Maple Leaf Foods Inc.”, as amended, or in
any resolution of the Board relating to the Committee, the Committee shall have the following
procedures, powers and duties:
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1.

Composition – The Committee shall be comprised of a minimum of three members. Each
member of the Committee shall be both an “unrelated” director and “independent” director
as such terms are defined from time to time under the requirements or guidelines for audit
committee service under applicable securities laws and the rules of any stock exchange on
which the Corporation’s securities are listed for trading.
All members of the Committee must be “financially literate” subject to any available
exemption in applicable securities laws as that term is defined from time to time under the
requirements or guidelines for Audit Committee service under securities laws and the rules of
any stock exchange on which the Corporation's securities are listed for trading or if it is not so
defined as that term is interpreted by the Board in its business judgement.

2.

In Camera Meetings – At least annually, the Committee shall hold in camera meetings with
each of the head of the internal audit function and the external auditors to discuss any
matters that the Committee or each of these groups believes should be discussed privately
and such persons shall have unrestricted access to the Committee to bring forward matters
requiring its attention.

3.

Professional Assistance - The Committee may require the external auditors and internal
auditors to perform such supplemental reviews or audits as the Committee may deem
desirable. In addition, the Committee may retain such special legal, accounting, financial or
other consultants and determine their compensation as the Committee may determine to be
necessary to carry out the Committee’s duties at the Corporation’s expense and will inform
the Chair of the Corporate Governance Committee of any such retainer.

4.

Reliance – Absent actual knowledge or belief to the contrary which shall be promptly reported
to the Board, each member of the Committee shall be entitled to rely on (i) the integrity of
those persons or organizations within and outside the Corporation from which it receives
information, (ii) the accuracy of the financial and other information provided to the
Committee by such persons or organizations and (iii) representations made by management
and the external auditors as to any non-audit services provided by the external auditors to the
Corporation and its subsidiaries.

5.

Reporting to the Board - The Committee will report through the Committee Chair to the Board
following meetings of the Committee on matters considered by the Committee, its activities
and compliance with this Charter.

The Committee will:

1.

2.

Internal controls - Review and discuss with management, the external auditors and the
internal auditors as it deems necessary and exercise oversight with respect to:

(a)

The adequacy and effectiveness of the system of internal accounting and financial
controls and the recommendations of management, the external auditors and the
internal auditors for the improvement of accounting practices and internal controls;

(b)

any material weaknesses in the internal control environment, including with respect to
computerized information system controls and security; and

(c)

management’s compliance with the Corporation’s processes, procedures and internal
controls.

Regulatory agency reviews - Review the findings of any examination by regulatory agencies
concerning financial matters of the Corporation and make recommendations to the Board
related thereto.
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3.

4.

Appointment of external auditors - With respect to the appointment and oversight of the
external auditors:

(a)

Make recommendations to the Board on the external auditors for the purpose of
preparing or issuing an audit report or performing other audit, review or attest
services of the Corporation to be nominated in the Corporation's proxy circular for
appointment or reappointment by shareholders;

(b)

Make a recommendation to the Board for the approval of compensation for the
external auditors; and

(c)

Review, evaluate and approve the terms of engagement, performance, audit scope
and approach to the conduct of the external auditors with respect to the annual audit.

Independence of external auditors - Review the independence of the external auditors and
make recommendations to the Board on actions the Committee deems necessary to protect
and enhance the independence of the external auditors. In connection with such review, the
Committee:

(a)

shall actively engage in a dialogue with the external auditors about all relationships or
services that may impact the objectivity and independence of the external auditors;

(b)

shall require that the external auditors submit to it on a periodic basis, and at least
annually, a formal written statement delineating all relationships between the
Corporation including its subsidiaries, and the external auditors including their
affiliates;

(c)

shall review and approve clear policies for hiring by the Corporation of employees or
former employees of the current or former external auditors;

(d)

may approve policies and procedures for the pre-approval by a Committee member of
any non-audit services to be rendered by the external auditors which the external
auditors are not otherwise prohibited from providing and which policies and
procedures shall include reasonable detail with respect to the services covered,
provided that the pre-approval of non-audit services by a Committee member with
delegated authority must be presented to the full Committee at its next scheduled
meeting. For greater certainty, all non-audit services to be provided to the
Corporation or any of its affiliates by the external auditors or any of their affiliates
which are not covered by pre-approval policies and procedures approved by the
Committee shall be subject to pre-approval by the Committee; and

(e)

shall review and approve the disclosure in the annual information form and
management proxy circular of the fees paid in the financial year to the external
auditors by category.

5.

Internal auditors - Review the organizational structure, independence and qualifications of the
internal audit department and its resources, the internal audit plans and their
implementation.

6.

Internal audit function - Oversee and monitor the internal audit function including:

(a)

Meeting periodically with the internal auditors to discuss the progress of their
activities and any significant findings stemming from internal audits and any
difficulties or disputes that arise with management and the adequacy of
management’s responses in correcting audit-related deficiencies;
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(b)

7.

8.

Reviewing summaries of reports to management prepared by the internal auditors
and have available the full reports, communicate with the internal auditors with
respect to their reports and recommendations as necessary with respect to the extent
to which prior recommendations have been implemented, management’s responses
to such reports and any other matters that the internal auditor brings to the attention
of the Committee;

External audits - Oversee and monitor external audits, including:

(a)

Reviewing with the external auditors, the internal auditors and management the audit
function generally, the objectives, staffing, locations, co-ordination, reliance upon
management and internal audit and general audit approach and scope of proposed
audits of the financial statements, the overall audit plans, the responsibilities of
management, the internal auditors and the external auditors, the audit procedures to
be used and the timing and estimated budgets of the audits;

(b)

Discussing with the external auditors any difficulties or disputes that arose with
management or the internal auditors during the course of the audit and the adequacy
of management’s responses in correcting audit-related deficiencies and resolve any
outstanding disputes;

(c)

Taking such other reasonable steps as the Committee may deem necessary to satisfy
itself that the audit was conducted in a manner consistent with all applicable legal
requirements and auditing standards of applicable professional or regulatory bodies;
and,

(d)

Reviewing and resolve any disagreements between management and the external
auditors regarding financial reporting or the application of any accounting principles
or practice.

Accounting principles and policies -Oversee, review and discuss, as the Committee deems
necessary, with management, the external auditors and the internal auditors, the
Corporation’s accounting principles and policies, including:

(a)

Selection - the appropriateness and acceptability of the Corporation’s accounting
principles and practices used in its financial reporting, changes in the Corporation’s
accounting principles or practices and the application of particular accounting
principles and disclosure practices by management to new transactions or events;

(b)

Significant financial reporting issues - all significant financial reporting issues and
judgments made in connection with the preparation of the financial statements and
any “second opinions” sought by management from an independent auditor with
respect to the accounting treatment of a particular item;

(c)

Disagreements – disagreements between management and the external auditors or
the internal auditors regarding the application of any accounting principles or
practices;

(d)

Material change or proposed change - any material change or proposed change to the
Corporation’s accounting principles and practices;

(e)

Changes in regulatory and accounting requirements - the effect of changes in
regulatory and accounting requirements;
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(f)

Legal matters, claims and contingencies - any legal matter, claim or contingency that
could have a significant impact on the financial statements, the Corporation’s
compliance policies and any material reports, inquiries or other correspondence
received from regulators or governmental agencies and the manner in which any such
legal matter, claim or contingency has been disclosed in the financial statements;

(g)

“pro forma” or “adjusted” information - the use of any “pro forma” or “adjusted”
information not in accordance with generally accepted accounting principles; and

(h)

Goodwill impairment – management’s determination of goodwill impairment, if any,
as required by applicable accounting standards.

9.

Interim financial results - Prior to the release of any summary of interim financial results,
including any associated press release, or the filing of such reports with the applicable
regulators, review with the external auditors and management the interim consolidated
financial statements and related MD&A and associated press release and approve for release.

10.

Annual audited consolidated financial statements - Review with the external auditors and
management the annual audited consolidated financial statements and related MD&A and
associated press release, and report on the results of such review to the full Board prior to the
approval and release to Shareholders of such results by the Board.

11.

Prospectuses and information circulars - Review with the external auditors and management,
financial information contained in any prospectus or information circular of the Corporation,
and make recommendations regarding approval to the Board. The Committee shall also
periodically assess the adequacy of the procedures in place for the review of the Corporation’s
public disclosure of financial information extracted or derived from financial statements and
MD&A.

12.

Communications between management, the internal and external auditors - Provide an open
avenue of communication between management, the internal auditors, the external auditors
and the Board.

13.

Independent investigations - Conduct independent investigations into any matters which come
under its scope of responsibilities.

14.

Pension plans – With respect to pension plans:

(a)

Investment objectives, policies and asset investment mix – Receive the
recommendation of the Pension Investment Advisory Committee (of management)
investment objectives, policies and asset investment mix and make recommendations
to the Board of Directors.

(b)

Engage investment managers - Receive the recommendation of the Pension
Investment Advisory Committee and approve the engagement and termination of
investment management suppliers.

(c)

Pension plan performance - Receive reports from the Pension Investment Advisory
Committee on pension fund performance and make reports to the Board.

(d)

SIP&P - Receive the recommendation of the Pension Investment Advisory Committee
and approve the filing of the SIP&P.

(e)

Pension Investment Advisory Committee - Oversee the activities of the Pension
Investment Advisory Committee.
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15.

Other reports of the external auditors - Review and discuss all reports which the external
auditors are required to provide to the Committee or the Board under rules, policies or
practices of professional or regulatory bodies applicable to the external auditors and any other
reports which the Committee may require with the external auditors.

16.

Complaints regarding accounting, controls or audit matters - Establish and monitor procedures
for the receipt, retention and treatment of complaints received by the Corporation regarding
accounting, internal accounting controls or audit matters and the confidential, anonymous
submission by employees of concerns regarding questionable accounting or auditing matters
and review periodically with management and the internal auditors these procedures and any
significant complaints received.

17.

Financial risk exposures - Meet periodically with management to review and discuss the
Corporation’s major financial risk exposures and the policy steps management has taken to
monitor and control such exposures, including the use of financial derivatives and hedging
activities.

18.

Audit committees of material subsidiaries - Receive and review the minutes of meetings of the
audit committee of material subsidiaries of the Corporation.

19.

Other delegated matters - Review and/or approve any other matter specifically delegated to
the Committee by the Board and undertake on behalf of the Board such other activities as may
be necessary or desirable to assist the Board in fulfilling its oversight responsibilities with
respect to financial matters.

THE CHARTER

20.

Charter review - The Committee shall review and reassess the adequacy of this Charter at least
annually and otherwise as it deems appropriate and recommend changes to the Corporate
Governance Committee.

21.

Committee performance – Annually, the Committee shall evaluate its performance with
reference to this Charter and the results of its evaluation shall be submitted to the Corporate
Governance Committee.

22.

Disclosure of Charter - The Committee shall ensure that this Charter is disclosed on the
Corporation’s website and that this Charter is disclosed in the annual information form of the
Corporation in accordance with all applicable securities laws or regulatory requirements.
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