AUDIT AND RISK COMMITTEE
Background
The Audit and Risk Committee (“Committee”) is a committee established by the Board of the Company
to give additional assurance regarding the quality and reliability of financial information used by the
Board and financial information provided by the Company pursuant to its Statutory reporting
requirements. This Committee also incorporates the risk management assessment of the business
activities of the Company.
The Board of the Company believe that having raised funds from the public, it has a responsibility to
ensure independent accountability exists. The focus of the activities of this Committee is to increase
confidence in the credibility and reliability of financial statements and other financial information
released to the public.
Constitution
The Committee has been established by a Board resolution and has the power to obtain information
from management and to consult directly with the Auditors and external accountants of the Company.
The Committee also has the right to seek independent professional advice, when considered necessary.
The Committee should not, under any circumstances accept the delegation of Executive power in
respect to the operations of the Company or undertake activities in a manner which could be construed
to impinge on the Executive role of the Company.
Charter
a)

Objectives – Audit and Risk
•

Provide enhanced public confidence in the credibility and objectivity of financial
information released to the public;

•

Demonstration of the Board’s intention to exercise due care in reviewing financial
information and in fulfilling legal responsibilities;

•

Improved quality of financial reporting;

•

Augment non-Executive Directors’ knowledge and understanding of financial
information;

•

Increase focus on the corporate risk profile of the Company including the level of
authority delegated to management by the Board;

b)

c)

•

Provide an insight to the Directors of the Company in respect to the accounting and
control systems that exist within the Company and management action to maintain and
improve them;

•

Assist the Finance Director/Financial Controller by providing a forum in which to raise
issues of concern;

•

Increase Directors’ understanding of the nature and scope of the statutory audit and
where applicable, internal audit;

•

Provide a framework within which the external Auditors can assert their independence
in the event of a dispute with management;

•

Strengthen the position of the internal audit function, by providing a greater degree of
independence from management; and

•

Provide improved communication between the external Auditor and the Board.

Objectives – Risk
•

To establish a Risk Management process which objectively assesses the risks of Cann
Group in their business activities;

•

To provide quantitative and qualitative assessment of risks;

•

To develop Risk Action Plans and ensure that management responds to these plans and
reports to this Committee as to their response;

•

To liaise with the external auditors in respect to their assessment of risks encountered
by Cann Group in its ongoing business activities; and

•

To assess the business plans developed by management in consultation with the Board
and independently determine risks associated with those business plans.

Composition of the Audit and Risk Committee
The Committee shall consist of a minimum of three (3) non-Executive Directors appointed by
the Board.
The Board shall determine the Chairman of the Committee and the Chairman may choose to
expand the membership of the Committee by the appointment of external professionals to the
Committee or by the appointment of further non-Executive Directors of the Company to the
Committee. The Chairman will be a Non-Executive Director. Should the Chairman of the
Committee be absent from a meeting, the members of the Committee present shall appoint an
acting Chairman for that meeting.
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The Chief Executive Officer and other senior management of the Company may be invited to
attend Committee meetings. Advisers and other parties external to the Company may also be
invited to attend meetings of the Committee as the Chairman considers appropriate.
A quorum of the meeting will consist of two members of the Committee.
Members of the Committee shall be appointed for an initial three (3) year term of office after
which their appointment may be subject to annual rotation.
d)

Meetings
The Committee is expected to meet two (2) times per year on a half-yearly basis and more often
where specifically required to.
The content of the meetings shall be determined have regard to the financial reporting and
audit cycle of the Company.
The Company Secretary of the Company shall be appointed Secretary of the Committee.
Minutes of the meetings shall be prepared by the Secretary, as required, approved by the
Chairman and circulated to all members of the Committee for their approval. The Secretary
shall, in conjunction with the Chairman, draw up an agenda which will be circulated at least ten
business days prior to each meeting to the members of the Committee and the external
Auditors.
The Chairman will call a meeting of the Committee if so requested by any Committee member,
the Finance Director/Financial Controller or the internal or external Auditors.
Any action required or permitted to be taken at any meeting of the Committee may be taken
without a meeting, if a written consent thereto is signed by all the members of the Committee,
provided that such written consent shall be filed with the minutes of the proceedings of the
Committee.
The Constitution of the Company and any existing Shareholders Agreement shall govern the
regulation of the meetings and proceedings of the Committee, so far as the Constitution and
the Shareholders Agreement may be applicable.

e)

Responsibilities
The Committee shall consider any matters relating to the financial affairs of the Company,
compliance with statutory and ASX listing requirements and issues relating to internal and
external Audit. In addition, the Committee shall examine any other matters referred to it by the
Board.
The duties of the Committee are as follows:
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•

reviewing financial statements and other financial information distributed externally
and determine whether or not to recommend their acceptance by the Board;

•

monitoring corporate risk assessment and internal controls instituted and implementing
internal controls to manage those risks;

•

monitoring the establishment of an appropriate internal control framework, including
information systems and considering enhancements;

•

reviewing internal and external audit reports to ensure that where major deficiencies
or breakdowns in controls or procedures have been identified, appropriate and prompt
remedial action is taken by management;

•

reviewing the nomination and performance of the external Auditors;

•

liasing with the external Auditors and ensuring that the annual and half-year statutory
audits are conducted in an effective manner;

•

monitoring the procedures in place to ensure that the Company is in compliance with
the Corporations Law, ASX Listing Rules, its Constitution, the Shareholders Agreement
and other legislative and reporting requirements. This includes implementing a
reporting system that meets formulated standards for public announcements made by
the Company to ensure that shareholders and financial markets are adequately and
properly informed in order to meet the continuous reporting requirements of the
Corporations Law;

•

reviewing reports on any major defalcations, frauds and thefts from the Company;

•

reviewing the declaration from the Company Secretary on compliance with statutory
responsibilities;

•

ensuring that a corporate Code of Ethics is established and periodically reviewed;

•

initiating and supervising special investigations;

•

reviewing risk management practices, including the Company’s use of derivatives;

•

reviewing policies to avoid conflicts of interest and reviewing past or proposed
transactions between the Company and members of management;

•

reviewing related party transactions and considering the adequacy of disclosure of
those transactions in the financial statements;
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•

reviewing reports on certain aspects of the Company’s superannuation plan and
compliance with relevant laws and regulations;

•

reviewing reports on the adequacy of insurance coverage;

•

formulate, review and monitor compliance with and investigate allegations of a breach
of appropriate internal controls and reporting standards, mechanisms and procedures
to ensure that the Broad is informed at all times of all material corporate governance
matters effecting the Company; and

•

formulate and update, for submission to the Board for its approval, a statement of
corporate governance principals and other associated documents dealing with, amongst
other matters:
a) the structure and responsibilities of the Board;
b) the proper relationship between the Board and management including the
proper relationship between the roles of Chairman and Managing Director;
c) the responsibilities of management;
d) the proper relationships between the Company and its shareholders, suppliers
and customers and employees;
e) business dealings, in particular related party transactions, by Directors,
management and employees giving rise to actual or potential conflicts of
interest and their appropriate disclosure of such dealings; and
f) ethical and other matters considered by the Committee to be relevant to good
corporate governance practice.

•

to monitor compliance with the statement and to review or investigate allegations of a
breach of the statement or of good corporate governance practice and to report to the
Board in respect of such compliance, reviews and investigations at least annually, or
more frequently if circumstances require;

•

to formulate for Board approval and review and to facilitate the implementation of
appropriate procedures to enable individual Directors to have access to independent
professional advice, as considered necessary, in respect of corporate governance
matters;

•

to act as a resource for individual Directors and the Company as a whole on questions
of corporate governance and corporate ethics, including providing decisions and/or
advice on such matters as are referred to the Committee by the Chairman of the Board
or the Managing Director.
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The Committee shall consider any matters relating to risk assessment of the business activities
of Cann Group including and not limited to:
•

Investment strategies;

•

Operational activities;

•

Assessment and minimisation of potential internal and external fraud;

•

ASX Listing obligations;

•

Corporate governance; and

•

Such other matters the Committee considers to be relevant to assessing risk of the
business.

The duties of the Committee are as follows:

f)

•

Monitoring corporate risk and implementing controls to manage those risks;

•

Reporting to the Board as to the development of Risk Action Plans and the activities of
management in monitoring the risks identified;

•

Liaising with external auditors and ensuring the accuracy and timeliness of legislatively
required reporting; and

•

Continuous review of risk management practices within Cann Group.

Reporting
The Chairman of the Committee shall report the findings and recommendations of the
Committee to the Board after each Committee meeting. The minutes of all Committee meetings
shall be circulated to members of the Board. The Chairman shall submit an annual report to the
Board summarising the Committees activities during the year and the related significant results
and findings.
Adopted by the Board on 9 June 2015.
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