CHARTER OF THE AUDIT COMMITTEE
1.

ROLE AND OBJECTIVE

The Audit Committee (the “Committee”) is appointed by and reports to the Board of Directors (the
“Board”) of Harvest Health & Recreation Inc. (the “Corporation”). The Committee assists the Board in
fulfilling its oversight responsibilities relating to accounting and financial reporting processes and internal
controls for the Corporation and the audits of its financial statements.
The Committee and its membership shall to the best of their abilities, knowledge and acting reasonably,
meet all applicable legal, regulatory and listing requirements, including, without limitation, those of any
stock exchange on which the Corporation's shares are listed and the Business Corporations Act (British
Columbia) (the “BCBCA”), and all applicable securities regulatory authorities.
2.

COMPOSITION

•

The Committee shall be composed of three or more directors as shall be designated by the Board from
time to time.

•

A majority of members of the Committee shall be “independent”; and all shall be financially literate
(as such terms are defined under applicable securities laws, the BCBCA and exchange requirements for
audit committee purposes). One member of the Committee should qualify as an “audit committee
financial expert” under Section 407 of the U.S. Sarbanes-Oxley Act of 2002.

•

Each member of the Committee shall be able to read and understand fundamental financial statements,
including a company's balance sheet, income statement and cash flow statement.

•

Members of the Committee may not accept directly or indirectly any consulting, advisory, or other
compensatory fee from the Corporation or any subsidiary thereof, provided that, unless the rules of the
exchange on which the Corporation’s shares are listed provide otherwise, compensatory fees do not
include the receipt of fixed amounts of compensation under a retirement plan (including deferred
compensation) for prior service with the Corporation (provided that such compensation is not
contingent in any way on continued service); or be an affiliated person of the Corporation or any
subsidiary thereof.

•

Members of the Committee shall not have participated in the preparation of the financial statements of
the Corporation or any current subsidiary of the Corporation at any time during the past three years.

•

Members of the Committee shall be appointed annually at a meeting of the Board, typically held
immediately after the annual shareholders' meeting. Each member shall serve until his/her successor is
appointed unless he/she shall resign or be removed by the Board or he/she shall otherwise cease to be
a director of the Corporation. Any member may be removed or replaced at any time by the Board.

•

A Chair of the Committee shall be designated by the Board or, if it does not do so, the members of the
Committee shall elect a chair by vote of a majority of the full Committee membership. The Chair of
the Committee shall be an independent director (as described above), and as detailed herein is charged
with the responsibility of oversight over matters detailed in this Charter.

•

If the Chair of the Committee is not present at any meeting of the Committee, one of the other members
of the Committee present at the meeting shall be chosen by the Committee to preside.
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•

The Committee shall appoint a secretary (the “Secretary”) who need not be a member of the Committee
or a director of the Corporation. The Secretary shall keep minutes of the meetings of the Committee.
This role is normally filled by the Secretary of the Corporation.

•

No Committee member shall simultaneously serve on the audit committee of more than two other
public companies with active business operations or significant assets.

•

The members of the Committee may be entitled to receive such remuneration for acting as members of
the Committee as the Board may from time to time determine.

3.

MEETINGS

•

The Committee shall meet at least quarterly, at the discretion of the Chair or a majority of its members,
as circumstances dictate or as may be required by applicable legal or listing requirements.

•

The Chair of the Committee shall prepare and/or approve an agenda in advance of each meeting.

•

Notice of the time and place of every meeting may be given orally, in writing, by facsimile or by email
to each member of the Committee at least 48 hours prior to the time fixed for such meeting.

•

A member of the Committee may in any manner waive notice of the meeting. Attendance of a member
at a meeting shall constitute waiver of notice of such meeting, except where a member attends a meeting
for the express purpose of objecting to the transaction of any business on the grounds that the meeting
was not lawfully called.

•

Any member of the Committee may participate in the meeting of the Committee by means of telephone
conference or other communication equipment, and the member participating in a meeting pursuant to
this paragraph shall be deemed, for purposes hereof, to be present in person at the meeting.

•

A majority of Committee members, present in person, by video-conference, by telephone or by a
combination thereof, shall constitute a quorum.

•

If within one hour of the time appointed for a meeting of the Committee, a quorum is not present, the
meeting shall stand adjourned to the same hour on the second business day following the date of such
meeting at the same place. If at the adjourned meeting a quorum as hereinbefore specified is not present
within one hour of the time appointed for such adjourned meeting, such meeting shall stand adjourned
to the same hour on the second business day following the date of such meeting at the same place. If at
the second adjourned meeting a quorum as hereinbefore specified is not present, the quorum for the
adjourned meeting shall consist of the members then present.

•

If and whenever a vacancy shall exist, the remaining members of the Committee may exercise all of its
powers and responsibilities, so long as a quorum remains in office for no more than six months. On or
before such time, the vacancy will be filled by a vote of a majority of the Board.

•

Any decision or determination of the Committee reduced to writing and signed by all of the members
of the Committee shall be fully effective as if it had been made at a meeting duly called and held.

•

At all meetings of the Committee, every issue must be decided by a majority of the votes cast. In case
of an equality of votes, the matter will be referred to the Board for decision. Any decision or
determination of the Committee reduced to writing and executed by all of the members of the
Committee will be fully effective as if it had been made at a meeting duly called and held.
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•

The Committee shall have the right to determine who shall and who shall not be present at any time
during a meeting of the Committee.

•

The Committee shall meet periodically in executive session separately with each of the General Counsel
and the head of internal audit; the CEO and CFO are also expected to be available to attend meetings,
but a portion of every meeting will be reserved for in camera discussion without the CEO, CFO, General
Counsel, head of internal audit, or any other member of management, being present.

•

The Committee may by specific invitation have other resource persons in attendance, including such
officers, directors and employees of the Corporation and its subsidiaries, and other persons, including
internal auditors and the Independent Auditors, as it may see fit, from time to time, to attend at meetings
of the Committee.

•

The Board may at any time amend or rescind any of the provisions hereof, or cancel them entirely, with
or without substitution.

•

Minutes of Committee meetings shall be sent to all Committee members for review in advance of
approval by the Committee.

•

The Chair of the Committee shall report periodically the Committee's findings and recommendations
to the Board.

4.

RESOURCES AND AUTHORITY

•

The Committee shall have access to such officers and employees of the Corporation and its subsidiaries
and to such information with respect to the Corporation and its subsidiaries as it considers being
necessary or advisable in order to perform its duties and responsibilities.

•

The Committee shall have the authority to obtain advice and assistance from internal or external legal,
accounting or other advisors and resources, as it deems advisable to carry out its duties.

•

The Corporation shall provide appropriate funding, as determined by the Committee, for the payment
of compensation to the Independent Auditor and any advisors engaged by the Committee, and for the
payment of ordinary administrative expenses of the Committee that are necessary or appropriate in
carrying out its duties.

•

The Committee shall have the authority to communicate directly with the internal and external
auditors.

5.

RESPONSIBILITIES

A.

Chair

To carry out its oversight responsibilities, the Chair of the Committee shall undertake the following:
•

provide leadership to the Committee with respect to its functions as described in this Charter and as
otherwise may be appropriate, including overseeing the logistics of the operations of the Committee;

•

chair meetings of the Committee, unless not present (including in camera sessions), and reports to the
Board following each meeting of the Committee on the findings, activities and any recommendations
of the Committee;
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•

ensures that the Committee meets on a regular basis and at least four times per year;

•

in consultation with the Committee members, establishes a Committee meeting calendar ;

•

establish the agenda for each meeting of the Committee, with input from other Committee members,
and any other parties, as applicable;

•

ensures that Committee materials are available to any director on request;

•

acts as liaison and maintains communication with the Chair of the Board (or Lead Director if an
individual other than the Chair) and the Board to optimize and coordinate input from Board members,
and to optimize the effectiveness of the Committee. This includes, at least annually and at such other
times and in such manner as the Committee considers advisable, reporting to the full Board on:
•

all proceedings and deliberations of the Committee;

•

the role of the Committee and the effectiveness of the Committee in contributing to the
objectives and responsibilities of the Board as a whole; and

•

principal operating and business risks identified by management and how each are either
mitigated or managed;

•

ensure that the members of the Committee understand and discharge their duties and obligations;

•

foster ethical and responsible decision making by the Committee and its individual members;

•

encourage Committee members to ask questions and express viewpoints during meetings;

•

together with the Board, oversee the structure, composition, membership and activities delegated to the
Committee from time to time;

•

ensure that resources and expertise are available to the Committee so that it may conduct its work
effectively and efficiently and pre-approve work to be done for the Committee by consultants;

•

facilitate effective communication between members of the Committee and management;

•

encourage the Committee to meet in separate, regularly scheduled, non-management, closed sessions
with the Independent Auditors;

•

attend each meeting of shareholders to respond to any questions from shareholders as may be put to the
Chair; and

•

perform such other duties and responsibilities as may be delegated to the Chair by the Board from time
to time.

B.

The Committee

The Committee has the authority to conduct any investigation appropriate to its responsibilities, and it may
request the Independent Auditors as well as any officer of the Corporation, or legal counsel for the
Corporation, to attend a meeting of the Committee or to meet with any members of, or advisors to, the
Committee. The Committee shall have unrestricted access to the books and records of the Corporation and
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has the authority to retain, at the expense of the Corporation, special legal, accounting, or other consultants
or experts to assist in the performance of the Committee's duties.
The Committee is hereby delegated the duties and powers specified in Sections 224-226 of the BCBCA
and, without limiting these duties and powers, the Committee will carry out the following responsibilities:
Financial Accounting and Reporting Process and Internal Controls
•

review the annual audited financial statements to satisfy itself that they are presented in accordance
with U.S. Generally Accepted Accounting Principles (“GAAP” or “applicable Accounting
Principles”), and report thereon to the Board and recommend to the Board whether or not same should
be approved prior to their being filed with the appropriate regulatory authorities. The Committee shall
also review and approve the interim financial statements, management's discussion and analysis relating
to annual and interim financial statements, annual and interim earnings press releases and any other
public disclosure documents that are required to be reviewed by the Committee under any applicable
laws before the Corporation publicly discloses this information and/or prior to their being filed with the
appropriate regulatory authorities. The Committee shall discuss significant issues regarding applicable
Accounting Principles, practices, and judgments of management with management and the Independent
Auditors as and when the Committee deems it appropriate to do so. The Committee shall satisfy itself
that the information contained in the annual audited financial statements, the interim financial
statements and management's discussion and analysis relating to such annual and interim financial
statements is not significantly erroneous, misleading or incomplete and that the audit and review
functions have been effectively carried out;

•

review management's internal control report. In consultation with the Independent Auditors the
Committee shall assess the integrity of management’s risk assessments and oversee the adequacy and
effectiveness of internal controls over financial reporting and disclosure controls and procedures and
ensure implementation of such controls and procedures;

•

be satisfied 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
periodically assess the adequacy of these procedures;

•

meet no less frequently than annually with the Independent Auditors and the Chief Financial Officer
or, in the absence of a Chief Financial Officer, with the officer of the Corporation in charge of financial
matters, to review accounting practices, internal controls and such other matters as the Committee,
Chief Financial Officer or, in the absence of a Chief Financial Officer, with the officer of the
Corporation in charge of financial matters, deems appropriate;

•

inquire of management and the Independent Auditors about significant risks or exposures, both internal
and external, to which the Corporation may be subject, and assess the steps management has taken to
minimize such risks;

•

review the post-audit or management letter containing the recommendations of the Independent
Auditors and management's response and subsequent follow-up to any identified weaknesses;

•

oversee the Corporation's plans to adopt changes to policy choices under applicable Accounting
Principles, and related disclosure obligations;

5
111473557v3

•

in consultation with the Board, ensure that there is an appropriate standard of corporate conduct
including, if necessary, adopting and overseeing a corporate code of ethics for senior financial
personnel; and

•

establish procedures for the receipt, retention and treatment of:
•

complaints received by the Corporation regarding accounting, internal accounting
controls or auditing matters; and

•

confidential, anonymous submission by employees of the Corporation of concerns
regarding questionable accounting, internal accounting controls or auditing matters.

Internal Auditors
•

oversee the Corporation’s internal audit function;

•

annually review and approve the internal audit plan including scope, procedures, timing and staffing of
the audit;

•

review the results of the annual audit with the head of internal audit, including matters related to the
conduct of the audit, and receive and review the head of internal audit’s interim review reports;

•

oversee the internal audit budget and staffing; and

• oversee the appointment and compensation of the head of internal audit. The head of internal audit will
report functionally directly to the Committee and administratively to the CEO.
Independent Auditors
•

be directly responsible for the appointment, compensation and retention of the Independent Auditor;

•

recommend to the Board for approval by shareholders, the selection, appointment and compensation of
the Independent Auditors;

•

be directly responsible for oversight of the Independent Auditors and the Independent Auditors shall
report directly to the Committee;

•

ensure the lead audit partner and the other audit partners (if any) at the Independent Auditor is replaced
in compliance with applicable laws;

•

be directly responsible for overseeing the work of the Independent Auditors, including the resolution
of disagreements between management and the Independent Auditors regarding financial reporting;

•

with reference to the procedures outlined separately in “Procedures for Approval of Non-Audit
Services” (attached hereto as Appendix ‘A’), pre-approve all audit and non-audit services not prohibited
by law to be provided by the Independent Auditors;

•

monitor and assess the relationship between management and the Independent Auditors and monitor,
confirm, support and assure the independence and objectivity of the Independent Auditors, including
ensuring receipt from the Independent Auditor of a formal written statement delineating all
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relationships between the Independent Auditor and the Corporation and actively engaging in a dialogue
with the auditor about any disclosed relationships or services that may impact the objectivity and
independence of the Independent Auditor;
•

review and approve the Independent Auditors’ audit plan, including scope, procedures, timing and
staffing of the audit as well as any procedures relating to attestation on the Corporation’s ESTMA
reporting;

•

review the results of the annual audit with the Independent Auditors, including matters related to the
conduct of the audit, and receive and review the auditor's interim review reports;

•

review the results of procedures undertaken by the Independent Auditors relating to ESTMA reporting,
and receive and review the auditor's reporting thereon;

•

obtain timely reports from the Independent Auditors describing critical accounting policies and
practices, alternative treatments of information within applicable Accounting Principles that were
discussed with management, their ramifications, and the Independent Auditors' preferred treatment and
material written communications between the Corporation and the Independent Auditors;

•

review fees paid by the Corporation to the Independent Auditors and other professionals in respect of
audit and non-audit services on an annual basis; and

•

review and approve the Corporation's hiring policies regarding partners, employees and former partners
and employees of the present and former auditors of the Corporation.

Other Responsibilities
•

develop and recommend to the Board for approval a Corporation policy for the review and approval of
related party transactions and to review, approve and oversee any transaction between the Corporation
and any related person on an ongoing basis in accordance with the Corporation’s related party
transaction approval policy;

•

perform any other activities consistent with this Charter and governing law, as the Committee or the
Board deems necessary or appropriate;

•

institute and oversee special investigations, as needed; and

•

review and assess the adequacy of this Charter annually and submit any proposed revisions to the Board
for approval.
Enacted March 23, 2020
As amended December 8, 2020
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Appendix A
Procedures for Approval of Non Audit Services
1.

2.

The external auditors to Harvest Health & Recreation Inc. (the “Corporation”) shall be prohibited
from performing for the Corporation the following categories of non-audit services:
(a)

bookkeeping or other services related to the Corporation’s accounting records or financial
statements;

(b)

financial information systems design and implementation;

(c)

appraisal or valuation services, fairness opinion or contributions-in-kind reports;

(d)

actuarial services;

(e)

internal audit outsourcing services;

(f)

management functions;

(g)

human resources;

(h)

broker or dealer, investment adviser or investment banking services;

(i)

legal services;

(j)

expert services unrelated to the audit; and

(k)

any other service that the Canadian Public Accountability Board or any other applicable
regulatory authority determines is impermissible.

In the event that the Corporation wishes to retain the services of the Corporation’s external auditors
for minimal non-audit services (e.g. tax compliance, tax advice or tax planning), the Chief Financial
Officer of the Corporation shall consult with the Chair of the Audit Committee of the Board of
Directors (the “Committee”), who shall have the authority to approve or disapprove on behalf of
the Committee, such non-audit services in accordance with the requirements set forth under the
“Exemption for minimal non-audit services” provided by Section 2.3 (4) of National Instrument
52-110 - Audit Committees, whereby
(a)

the aggregate fees paid for all the non-audit services that are not approved by the
Committee is reasonably expected to constitute no more than five per cent of the aggregate
fees paid by the Corporation and its subsidiary entities to the Corporation’s external auditor
during the financial year in which the services are provided;

(b)

the Corporation or the subsidiary entity of the issuer, as the case may be, did not recognize
the services as non-audit services at the time of the engagement; and

(c)

once recognized as non-audit services, the services are promptly brought to the attention
of the Committee of the issuer and approved, prior to the completion of the audit, by the
Committee.

3.

All other non-audit services shall be approved or disapproved by the Committee as a whole as set
forth herein.

4.

The Chief Financial Officer of the Corporation shall maintain a record of non-audit services
approved by the Chair of the Committee or the Committee for each fiscal year and provide a report
to the Committee no less frequently than on a quarterly basis.

