
LITHOS ENERGY LTD. 
(the “Company”) 

AUDIT COMMITTEE CHARTER 
(Adopted as of August 17, 2023) 

1. PURPOSE OF THE AUDIT COMMITTEE

The Audit Committee (the “Committee”) is a standing committee of the Board of Directors 
(the “Board”) of the Company.  The role of the Committee is to: 

(a) assist the Board in its oversight responsibilities by reviewing: (i) the
Company’s consolidated financial statements, the financial and internal
controls and the accounting, audit and reporting activities, (ii) the Company’s
compliance with legal and regulatory requirements, (iii) the external auditors’
qualifications and independence, and (iv) the scope, results and findings of the
Company’s external auditors’ audit and non-audit services;

(b) prepare any report of the Committee required to be included in the Company’s
annual report or proxy material; and

(c) take such other actions within the scope of this Charter as the Board may
assign to the Committee from time to time or as the Committee deems
necessary or appropriate.

2. COMPOSITION, OPERATIONS AND AUTHORITY

Composition 

The Committee shall be composed of a minimum of three members of the Board.  Unless 
otherwise permitted by Applicable Law (as defined herein), each member of the Committee 
shall be independent as determined by the Board in accordance with the applicable 
requirements of the laws governing the Company, the applicable stock exchanges on which 
the Company’s securities are listed and applicable securities regulatory authorities 
(collectively, the “Applicable Law”).  Each member of the Committee shall be “financially 
literate” and at least one member of the Audit Committee shall be a “financial expert”, as such 
terms are defined by the Applicable Law. 

Members of the Committee shall be appointed by the Board and continue to be members until 
their successors are elected and qualified or until their earlier retirement, resignation or 
removal.  Any member of the Committee may be removed by the Board in its discretion. 
However, a member of the Committee shall automatically cease to be a member of the 
Committee upon either ceasing to be a director of the Board or, if applicable, ceasing to be 
independent as required in this Section 2 of this Charter.  Vacancies on the Committee will be 
filled by the Board. 
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Authority 

The authority of the Committee is subject to the provisions of this Charter, the constating 
documents of the Company, such limitations as may be imposed by the Board from time to 
time and Applicable Law. 

The Committee shall have the authority to: (i) retain (at the Company’s expense) its own legal 
counsel and other advisors and experts that the Committee believes, in its sole discretion, are 
needed to carry out its duties and responsibilities; (ii) conduct investigations that it believes, 
in its sole discretion, are necessary to carry out its responsibilities; and (iii) take whatever 
actions that it deems appropriate to foster an internal culture that is committed to maintaining 
quality financial reporting, sound business risk practices and ethical behavior within the 
Company.  In addition, the Committee shall have the authority to request any officer, director 
or employee of the Company, or any other persons whose advice and counsel are sought by 
the Committee, such as members of the Company’s management or the Company’s outside 
legal counsel and external auditors, to meet with the Committee or any of its advisors and to 
respond to their inquiries.  The Committee shall have full access to the books, records and 
facilities of the Company in carrying out its responsibilities. 

The Committee shall have the authority to delegate to one or more of its members, 
responsibility for developing recommendations for consideration by the Committee with 
respect to any of the matters referred to in this Charter. 

Operations 

The Board may appoint one member of the Committee to serve as chair of the Committee (the 
“Chair”), but if it fails to do so, the members of the Committee shall designate a Chair by 
majority vote of the full Committee to serve at the pleasure of the majority of the full 
Committee.  If the Chair of the Committee is not present at any meeting of the Committee, an 
acting Chair for the meeting shall be chosen by majority vote of the Committee from among 
the members present.  In the case of a deadlock on any matter or vote, the Chair shall refer the 
matter to the Board.  The Committee may appoint a secretary who need not be a director of 
the Board or Committee. 

The Chair shall preside at each meeting of the Committee and set the agendas for the 
Committee meetings.  The Committee shall have the authority to establish its own rules and 
procedures for notice and conduct of its meetings as long as they are not inconsistent with any 
provisions of the Company’s constating documents or this Charter. 

The Committee shall meet (in person or by telephonic meeting) at least quarterly or more 
frequently as circumstances dictate.  As a part of each meeting of the Committee at which the 
Committee recommends that the Board approve the annual audited financial statements, the 
Committee shall meet in a separate session with the external auditors and, if desired, with 
management and/or the internal auditor.  In addition, the Committee or the Chair shall meet 
with management quarterly to review the Company’s financial statements and the Committee 
or a designated member of the Committee shall meet with the external auditors to review the 
Company’s financial statements on a regular basis as the Committee may deem appropriate.  
The Committee shall maintain written minutes or other records of its meetings and activities, 
which shall be duly filed in the Company’s records.   

DocuSign Envelope ID: 91E37A6E-9546-4431-9D3B-83B5E83808EC



 

 

Except as otherwise required by the Company’s constating documents, a majority of the 
members of the Committee shall constitute a quorum for the transaction of business and the 
act of a majority of the members present at any meeting at which there is a quorum shall be 
the act of the Committee.  The Committee may also act by unanimous written consent in lieu 
of a meeting. 

The Chair of the Committee shall report to the Board following meetings of the Committee 
and as otherwise requested by the Board. 

3. RESPONSIBILITIES AND DUTIES 

The Committee’s primary responsibilities are to: 

General 

(a) review and assess the adequacy of this Charter on an annual basis and, where 
necessary or desirable, recommend changes to the Board; 

(b) report to the Board regularly at such times as the Chair may determine to be 
appropriate but not less frequently than four times per year;  

(c) follow the process established for all committees of the Board for assessing the 
Committee’s performance; 

Review of Financial Statements, MD&A and other Documents 

(d) review the Company’s financial statements and related management’s 
discussion and analysis and any other annual reports or other financial 
information to be submitted to any governmental body or the public, including 
any certification, report, opinion or review rendered by the external auditors 
before they are approved by the Board and publicly disclosed; 

(e) review with the Company’s management and, if applicable, the external 
auditors, the Company’s quarterly financial statements and related 
management’s discussion and analysis, before they are released; 

(f) ensure that adequate procedures are in place for the review of the Company’s 
disclosure of financial information extracted or derived from the Company’s 
financial statements other than the disclosure referred to in the two 
immediately preceding paragraphs and periodically assess the adequacy of 
such procedures; 

(g) review the effects of regulatory and accounting initiatives, as well as off-
balance sheet structures, on the financial statements of the Company; 

(h) review with the Company’s management any press release of the Company 
which contains financial information; 

(i) review analyses prepared by management and/or the external auditors setting 
forth significant reporting issues and judgments made in connection with the 
preparation of the Company’s financial statements; 
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External Auditors 

(j) recommend external auditors’ nominations to the Board to be put before the 
shareholders for appointment and, as necessary, the removal of any external 
auditors in office from time to time; 

(k) approve the fees and other compensation to be paid to the external auditors;  

(l) pre-approve all significant non-audit engagements to be provided to the 
Company with the external auditors; 

(m) require the external auditors to submit to the Committee, on a regular basis (at 
least annually), a formal written statement delineating all relationships 
between the external auditors and the Company and discuss with the external 
auditors any relationships that might affect the external auditors’ objectivity 
and independence; 

(n) recommend to the Board any action required to ensure the independence of the 
external auditors; 

(o) advise the external auditors of their ultimate accountability to the Board and 
the Committee; 

(p) oversee the work of the external auditors engaged for the purpose of preparing 
an audit report or performing other audit, review and attest services for the 
Company; 

(q) evaluate the qualifications, performance and independence of the external 
auditors which are to report directly to the Committee, including (i) reviewing 
and evaluating the lead partner on the external auditors’ engagement with the 
Company, (ii) considering whether the auditors’ quality controls are adequate 
and the provision of permitted non-audit services is compatible with 
maintaining the auditors’ independence, (iii) determine the rotation of the lead 
audit partner and the audit firm, and (iv) take into account the opinions of 
management and the internal audit function in assessing the external auditors’ 
qualifications, independence and performance; 

(r) present the Committee’s conclusions with respect to its evaluation of external 
auditors to the Board and take such additional action to satisfy itself of the 
qualifications, performance and independence of external auditors and make 
further recommendations to the Board as it considers necessary; 

(s) obtain and review a report from the external auditors at least annually 
regarding the external auditors’ internal quality-control procedures; material 
issues raised by the most recent internal quality-control review, or peer review, 
of the firm, or by any inquiry or investigation by governmental or professional 
authorities within the preceding five years respecting one or more external 
audits carried out by the firm; any steps taken to deal with any such issues; and 
all relationships between the external auditors and the Company; 
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(t) establish policies for the Company’s hiring of employees or former employees 
of the external auditors; 

(u) monitor the relationship between management and the external auditors 
including reviewing any management letters or other reports of the external 
auditors and discussing any material differences of opinion between 
management and the external auditors; 

Financial Reporting Process 

(v) periodically discuss the integrity, completeness and accuracy of the Company’s 
internal controls and the financial statements with the external auditors in the 
absence of the Company’s management; 

(w) in consultation with the external auditors, review the integrity of the 
Company’s financial internal and external reporting processes; 

(x) consider the external auditors’ assessment of the appropriateness of the 
Company’s auditing and accounting principles as applied in its financial 
reporting; 

(y) review and discuss with management and the external auditors at least 
annually and approve, if appropriate, any material changes to the Company’s 
auditing and accounting principles and practices suggested by the external 
auditors, internal audit personnel or management; 

(z) review and discuss with the Chief Executive Officer (“CEO”) and the Chief 
Financial Officer (the “CFO”) the procedures undertaken in connection with 
the Chief Executive Officer and Chief Financial Officer certifications for the 
interim and annual filings with applicable securities regulatory authorities; 

(aa) review disclosures made by the CEO and CFO during their certification 
process for the annual and interim filings with applicable securities regulatory 
authorities about any significant deficiencies in the design or operation of 
internal controls which could adversely affect the Company’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 the Company’s internal controls; 

(bb) establish regular and separate systems of reporting to the Committee by 
management and the external auditors of any significant decision made in 
management’s preparation of the financial statements, including the reporting 
of the view of management and the external auditors as to the appropriateness 
of such decisions; 

(cc) discuss during the annual audit, and review separately with each of 
management and the external auditors, any significant matters arising from the 
course of any audit, including any restrictions on the scope of work or access to 
required information; whether raised by management, the head of internal 
audit or the external auditors; 
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(dd) resolve any disagreements between management and the external auditors 
regarding financial reporting; 

(ee) review with the external auditors and management the extent to which 
changes or improvements in financial or accounting practices, as approved by 
the Committee, have been implemented at an appropriate time subsequent to 
the implementation of such changes or improvements; 

(ff) retain and determine the compensation of any independent counsel, 
accountants or other advisors to assist in its oversight responsibilities (the 
Committee shall not be required to obtain the approval of the Board for such 
purposes); 

(gg) discuss any management or internal control letters or proposals to be issued by 
the external auditors of the Company; 

Corporate Controls and Procedures 

(hh) receive confirmation from the CEO and CFO that reports to be filed with 
Canadian Securities commissions and any other applicable regulatory agency: 
(a) have been prepared in accordance with the Company’s disclosure controls 
and procedures; and (b) contain no material misrepresentations or omissions 
and fairly presents, in all material respects, the financial condition, results of 
operations and cash flow as of and for the period covered by such reports; 

(ii) receive confirmation from the CEO and CFO that they have concluded that the 
disclosure controls and procedures are effective as of the end of the period 
covered by such reports; 

(jj) discuss with the CEO and CFO any reasons for which any of the confirmations 
referred to in the two preceding paragraphs cannot be given by the CEO and 
CFO; 

Code of Conduct and Ethics 

(kk) review and discuss the Company’s Code of Business Conduct and Ethics and 
the actions taken to monitor and enforce compliance with the Code; 

(ll) establish procedures for: i) the receipt, retention and treatment of complaints 
regarding accounting, internal controls or auditing matters; and ii) the 
confidential, anonymous submission of concerns regarding questionable 
accounting, internal control and auditing matters; 

Legal Compliance 

(mm) confirm that the Company’s management has the proper review system in 
place to ensure that the Company’s financial statements, reports, press releases 
and other financial information satisfy Applicable Law; 

(nn) review legal compliance matters with the Company’s legal counsel;  
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(oo) review with the Company’s legal counsel any legal matter that the Committee 
understands could have a significant impact on the Company’s financial 
statements; 

(pp) conduct or authorize investigations into matters within the Committee’s scope 
of responsibilities; 

(qq) perform any other activities in accordance with the Charter, the Company’s 
constating documents and Applicable Law the Committee or the Board deems 
necessary or appropriate; 

Related Party Transactions 

(rr) review the financial reporting of any transaction between the Company and 
any officer, director or other “related party” (including any shareholder 
holding an interest greater than 5% in the Company) or any entity in which any 
such person has a financial interest; 

(ss) review policies and procedures with respect to directors’ and officers’ expense 
accounts and management perquisites and benefits, including their use of 
corporate assets and expenditures; 

Reporting and Powers 

(tt) report to the Board following each meeting of the Committee and at such other 
times as the Board may consider appropriate; and  

(uu) exercise such other powers and perform such other duties and responsibilities 
as are incidental to the purposes, duties and responsibilities specified herein 
and as may from time to time be delegated to the Committee by the Board. 

4. LIMITATION OF RESPONSIBILITY 

While the Committee has the responsibilities and powers provided by this Charter, it is not 
the duty of the Committee to plan or conduct audits or to determine that the Company’s 
financial statements are complete and accurate and are in accordance with generally accepted 
accounting principles. This is the responsibility of management (with respect to whom the 
Committee performs an oversight function) and the external auditors. 
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