CONSTELLATION SOFTWARE INC.
AUDIT COMMITTEE MANDATE

Responsibilities
Reporting to the Board of Directors, the Audit Committee shall be responsible for assisting in the Board of
Directors’ oversight of the reliability and integrity of the accounting principles and practices, financial
statements and other financial reporting, and disclosure practices followed by management of the
Corporation and its subsidiaries. The Audit Committee shall also have oversight responsibility for
(i)
the qualifications, independence and performance of the independent auditors,
(ii)
the establishment by management of an adequate system of internal controls and
(iii)
the preparation by management of quarterly and annual financial statements and
(iv)
the maintenance by management of practices and processes to assure compliance with
applicable laws.
Composition
The Committee shall be composed of not less than three Directors of the Corporation, all of whom are not
officers or employees of the Corporation or any of its affiliates. Each member of the Committee shall be
financially literate1 or must become financially literate within a reasonable period of time after his or her
appointment to the Committee.
Meetings
The committee shall meet in regular sessions at least four times each year; to review and recommend to the
board approval of the financial statements for the first three quarters as well as the annual financial
statements. Special meetings of the Committee may be called by the Chairman of the Board, any member
of the Committee, or by the independent auditors. The independent auditors shall receive notice of every
meeting of the Committee and the independent auditors are entitled to attend and participate in such
meetings. Minutes of Committee meetings shall be prepared and be made available to the Board of
Directors.
Nomination of Independent Auditors
The Board of Directors, after consideration of the recommendation of the Committee, shall nominate the
independent auditors for appointment by the shareholders of the Corporation in accordance with applicable
law. The independent auditors are ultimately accountable to the Committee and the Board of Directors as
representatives of shareholders.
Specific Oversight Duties
In carrying out its responsibilities, the Committee shall have the following specific oversight duties:
I)

INDEPENDENT AUDITORS
a) review, at least annually, the performance of the independent auditors, and annually recommend to
the Board of Directors, for approval by the shareholders, the appointment of the independent
auditors of the Corporation in accordance with the Act;
b) engage in an active dialogue with the independent auditors on their independence from the
Corporation, and where it is determined that independence no longer exists recommend that the

“Financially literate” shall mean that the Director is able to critically read and understand a balance sheet, an
income statement, a cash flow statement and the notes attached thereto.
1

Board of Directors take appropriate action;
c) review and recommend to the Board of Directors for approval the terms of any annual audit
engagement of the independent auditors, including the appropriateness of the proposed audit fees
with respect to the engagement of the independent auditors for any audit related services;
d) approve any non-audit services to be provided by the firm of the independent auditors;
e) review and approve annually the overall scope of the independent auditors’ annual audit plan;
II)

INTERNAL CONTROLS
f) periodically review the status and findings of the independent auditors’ audit plan and the adequacy
of internal controls established by management and, where appropriate, make recommendations or
reports thereon to the Board of Directors;
g) understand the scope of internal and external auditors’ review of internal control over financial
reporting, and obtain reports on significant findings and recommendations, together with
management’s responses;
h) annually, and at any time in response to a specific request by management or the independent
auditors, meet separately with the relevant parties with respect to such matters as the effectiveness
of the system of internal controls established by management, the adequacy of the financial
reporting process, the quality and integrity of the financial statements, the evaluation of the
performance of the independent auditor and any other matter that may be appropriate;

III)

FINANCIAL STATEMENTS
i)

review significant accounting and reporting issues, including complex or unusual transactions and
highly judgmental areas, and recent professional and regulatory pronouncements, and understand
their impact on the financial statements;

j)

review the quarterly and annual financial statements, and consider whether they are complete,
consistent with information known to committee members, and reflect appropriate accounting
principles;

k) review significant changes in the accounting principles to be observed in the preparation of the
accounts of the Corporation and its subsidiaries, or in their application, and in financial statement
presentation;
l)

IV)

review and, following discussion with the independent auditors (following their review of the
financial statements) and management, recommend to the Board of Directors, approval of
unaudited quarterly and audited annual consolidated financial statements of the Corporation;
COMPLIANCE WITH APPLICABLE LAWS

m) review and monitor practices and procedures adopted by management to assure compliance with
applicable laws, and, where appropriate, make recommendations or reports thereon to the Board of
Directors;
Specific Issue Examinations

In discharging its duties and responsibilities, the Committee may direct that the independent auditors
examine or consider a specific matter or area and report to the Committee on the findings of such
examination. The Committee may direct the independent auditors or other party to perform supplemental
reviews or audits as the Committee deems desirable.
Authority
The audit committee has authority to conduct or authorize investigations into any matters within its scope
of responsibility. It is empowered to:
▪
▪
▪

Retain outside counsel, accountants or others to advise the committee or assist in the conduct of an
investigation
Seek any information it requires from employees – all of whom are directed to cooperate with the
committee’s request – or external parties
Meet with company officers, external auditors or outside counsel as necessary

Mandate Review
The Committee shall review and assess the adequacy of the Committee mandate annually, and recommend
any proposed changes to the Board of Directors for approval.
Limitation of Responsibilities
While the Committee has the responsibilities and powers set forth in this mandate, it is not the duty of the
Committee to plan or conduct audits, to determine that the Corporation’s financial statements are
complete and accurate and are in accordance with International Financial Reporting Standards, or to
design or implement an effective system of internal controls. Such matters are the responsibility of
management and the independent auditors, as the case may be. Nor is it the duty of the Committee to
conduct investigations, to resolve disagreements, if any, between management and the independent
auditors or to assure compliance with applicable accounting standards, laws and regulations.

