
SHOAL GAMES LTD. 
Mandate of the Audit Committee 

1. General 

The board of directors (the “Board”) of Shoal Games Ltd. (the “Corporation”) has delegated the 
responsibilities, authorities and duties described below to the audit committee (the “Audit Committee”). 
For the purpose of these terms of reference, the term “Corporation” shall include the Corporation and its 
subsidiaries. 

The Audit Committee shall be directly responsible for overseeing the accounting and financial reporting 
processes of the Corporation, the fraud programs and controls, and audits of the financial statements of the 
Corporation. The Audit Committee shall also be directly responsible for the appointment, compensation, 
and oversight of the work of any registered external auditor employed by the Corporation (including 
resolution of disagreements between management of the Corporation and the external auditor regarding 
financial reporting) for the purpose of preparing or issuing an audit report or related work. In so doing, the 
Audit Committee will comply with all applicable Securities laws, rules and guidelines, any applicable stock 
exchange requirements or guidelines and any other applicable regulatory rules. 

2. Members 

The Audit Committee shall be composed of a minimum of three members. Members of the Audit 
Committee shall be appointed by the Board. Each member shall serve until such member’s successor is 
appointed, unless that member resigns or is removed by the Board or otherwise ceases to be a director of 
the Corporation. The Board shall fill any vacancy if the membership of the Committee is less than three 
directors. The Chair of the Committee may be designated by the Board or, if it does not do so, the members 
of the Committee may elect a Chair by vote of a majority of the full Committee membership. 

All members of the Audit Committee must satisfy the independence, financial literacy and experience 
requirements of applicable Securities laws, rules and guidelines, any applicable stock exchange 
requirements or guidelines and any other applicable regulatory rules. In particular: 

(a) each member shall be “independent” and “financially literate” or “financially sophisticated”. 
(b) at least one member must be an “audit committee financial expert” within the meaning of that 
term under the United States Securities Exchange Act of 1934, as amended, and the rules adopted 
by the United States Securities and Exchange Commission thereunder. 

3. Meetings 

The Audit Committee shall meet at least quarterly at such times and at such locations as the Chair of the 
Audit Committee shall determine, provided that meetings shall be scheduled so as to permit the timely 
review of the Corporation’s quarterly and annual financial statements and related management discussion 
and analysis. The external auditor or any two members of the Audit Committee may also request a meeting 
of the Audit Committee. 

The Chair of the Audit Committee shall hold in camera sessions of the Audit Committee, without 
management present, at every meeting. 

The Audit Committee shall submit the minutes of all meetings to the Board, and when requested to, shall 
discuss the matters discussed at each Audit Committee meeting with the Board. 

4. Committee Charter 

The Audit Committee shall have a written charter that sets out its mandate and responsibilities and the 
Audit Committee shall review and reassess the adequacy of such charter at least annually or otherwise, as it 
deems appropriate, and propose recommended changes to the Board. 

5. Duties of the Audit Committee: 

The Audit Committee shall have the following duties: 

Financial Information and Reporting 

1. The Audit Committee shall review with management and the external auditor, and recommend to the 
Board for approval, the annual and interim financial statements of the Corporation and related financial 
reporting, including management’s discussion and analysis and earnings press releases. 



2. The Audit Committee shall review with management and the external auditor, and recommend to the 
Board for approval, any financial statements of the Corporation which have not previously been approved 
by the Board and which are to be included in a prospectus or other public disclosure document of the 
Corporation. 

3. The Audit Committee shall consider and be satisfied that adequate policies and procedures are in place 
for the review of the Corporation’s disclosure of financial information extracted or derived from the 
Corporation’s financial statements (other than disclosure referred to in clause (a)(i) above), and periodically 
assess the adequacy of such procedures. 

Internal Controls 

4. The Audit Committee shall review, as appropriate, the Corporation’s internal system of audit controls 
and the results of internal audits. 

5. The Audit Committee shall establish procedures for the receipt, retention and treatment of any complaint 
regarding accounting, internal accounting controls or auditing matters; and the confidential, anonymous 
submissions by employees of concerns regarding questionable accounting or auditing matters. 

6. The Audit Committee shall oversee the assessment of fraud risk performed by management. 

External Auditors 

7. The Audit Committee shall be directly responsible for overseeing the work of the external auditor 
engaged for the purpose of preparing or issuing an auditor’s report or performing other audit, review or 
attest services for the Corporation, including the resolution of disagreements between management and the 
external auditor regarding financial reporting. 

8. The external auditor shall report directly to the Audit Committee and the Audit Committee should have a 
clear understanding with the external auditor that such external auditor must maintain an open and 
transparent relationship with the Audit Committee, and that the ultimate accountability of the external 
auditor is to the shareholders of the Corporation. 

9. The Audit Committee shall recommend to the Board the external auditor 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 the compensation of the external auditor. 

10. The Audit Committee will ensure the rotation of partners on the audit engagement team of the external 
auditor in accordance with applicable law. 

11. The Audit Committee shall meet with the external auditor, as the Audit Committee may deem 
appropriate, to consider any matter which the Audit Committee or external auditor believes should be 
brought to the attention of the Board or the shareholders of the Corporation. 

12. The Audit Committee shall meet with the external auditor, as the Audit Committee may deem 
appropriate to review and discuss a report from the external auditor at least quarterly regarding: 

(a) All critical accounting policies and practices to be used 
(b) The potential for fraud 
(c) All alternative treatments within generally accepted accounting principles for policies and 
practices related to material items that have been discussed with management, including the 
ramifications of the use of such alternative disclosures and treatments, and the treatment preferred 
by the external auditor, and 
(d) Other material written communications between the external auditor and management, such as 
any management letter or schedule of unadjusted differences. 

Pre Approval of Non-Audit Services 

13. The Audit Committee shall pre-approve all non-audit services to be provided to the Corporation or its 
subsidiary entities by the Corporation’s external auditor. 

Complaints procedure 

14. The Audit Committee shall establish procedures for the receipt, retention and treatment of complaints 
received by the Corporation regarding accounting, internal accounting controls, or auditing matters; and the 
confidential, anonymous submission by employees of the Corporation of concerns regarding questionable 



accounting or auditing matters. 

15. The Audit Committee shall review and approve the Corporation’s hiring policies regarding partners, 
employees and former partners and employees of the present and former external auditor of the 
Corporation. 

Reporting 

16. The Audit Committee shall report regularly to the Board about any issues that arise with respect to the 
quality or integrity of the Corporation’s financial statements, the Corporation’s compliance with legal or 
regulatory requirements, the performance and independence of the external auditor, or the internal audit 
function. 

6. Authority to engage independent counsel and advisors 

The Audit Committee has the authority to engage independent counsel and other advisors as it determines 
necessary to carry out its duties, to set and pay the compensation for any advisors employed by the audit 
committee, and to communicate directly with the internal and external auditors. 

The Corporation shall provide appropriate funding, as determined by the Audit Committee, in its capacity 
as a committee of the board of directors, for payment of compensation (a) to the external auditors employed 
by the issuer for the purpose of rendering or issuing an audit report, and (b) to any advisers employed by 
the Audit Committee. 

 


