AUDIT COMMITTEE
OF THE BOARD OF DIRECTORS OF DOMTAR CORPORATION

CHARTER

AS AMENDED AND RESTATED EFFECTIVE NOVEMBER 2, 2011

I. PURPOSE AND ROLE OF THE COMMITTEE

The purpose of the Audit Committee (théommittee”) is to provide assistance to the
Board of Directors with respect to its oversight of

0] The quality and integrity of the Corporatioriisancial statements;

(i) The Corporation’s compliance with legal anduéatory requirements;
(i)  The independent auditor’s qualifications and incej@mnce;

(iv)  The Corporation’s Enterprise Risk Management (ERMYessS;

(v) The performance of the Corporation’s internal addiiction and independent
auditors; and

(vi)  The risks associated with matters within the Committee’s responsibilities and
duties.

The Committee has sole authority from the BoardDokctors for the appointment,
compensation and oversight of the Corporation’pmhdent auditors, including the approval
of any significant non-audit relationship. The Coitteg also shall prepare the report of the
Committee that the rules of the Securities and Brgke Commission (theSEC”) require be
included in the Corporation’s annual proxy statetraard shall perform such other duties as
assigned to it from time to time by the Board ofdgtors.

The Committee, however, is not responsible forifgang the Corporation’s financial
statements or guaranteeing the auditor’'s repore Tumdamental responsibility for the
Corporation’s financial statements and disclosuests with management.



II. STRUCTURE AND OPERATIONS

A.

B.

C.

COMPOSITION AND QUALIFICATIONS

The Committee shall be comprised of no fewer tham fmembers of the Board of
Directors, each of whom shall be “independent” urtie New York Stock Exchange listing
standards, the SEC’s standards relating to audiinutiees and all other applicable rules and
regulations. All members of the Committee shalldhawvorking familiarity with basic finance
and accounting practices (or acquire such famtijiavithin a reasonable period after his or her
appointment) and at least one member shall benari@ial expert” as defined by the applicable
rules and regulations of the SEC.

No member of the Committee may serve on the auatitngittee of more than three
public companies, including the Corporation, untgmsBoard of Directors (i) determines that
such simultaneous service would not impair theitglalf such member to effectively serve on
the Committee and (ii) discloses such determinahdhe annual proxy statement.

APPOINTMENT AND REMOVAL

The members of the Committee shall be appointedthey Board of Directors in
accordance with the Corporation’s by-laws and skail’e until such member’'s successor is
duly appointed or until such member’s earlier reatgn or removal. The members of the
Committee may be removed, with or without causeth®yBoard of Directors in accordance
with the Corporation’s by-laws.

CHAIR

Unless a chairperson is elected by the Board cédbors, the members of the Committee
shall designate a chairperson by the majority \ajté¢he full Committee membership. The
chairperson will chair all regular sessions of @@nmittee and set the agendas for Committee
meetings.

D. SUBCOMMITTEES

E.

In fulfilling its responsibilities, the Committedall be entitled to delegate any or all of
its responsibilities to a subcommittee of the Cotteri

MEETINGS

The Committee shall meet at least quarterly, orenfiiequently as circumstances dictate.
As part of its goal to foster open communicatidre Committee shall, at least quarterly, meet
separately with each of management, the head ofirttegnal audit department and the
independent auditors to discuss any matters teaCtdmmittee or each of these groups believe
would be appropriate to discuss privately. The @han of the Board or the chairperson of the
Committee may call meetings of the Committee. Alatings of the Committee may be held
in person, telephonically or by videoconferencel tire Committee may take action by written
consent.



The Committee may invite to its meetings any dogctmember of the Corporation’s
management and such other persons as it deemspapfoin order to carry out its
responsibilities. The Committee may also excldiden its meetings any persons it deems
appropriate in order to carry out its responsilesit

III. RESPONSIBILITIES AND DUTIES

The following functions shall be the common reaqugriactivities of the Committee in
carrying out its responsibilities. These functi@msll serve as a guide with the understanding
that the Committee may carry out additional funtsicand adopt additional policies and
procedures as may be appropriate in light of chrapgusiness, legislative, regulatory, legal or
other conditions. While acting within the scopédtefstated purpose, the Committee shall have
all the authority of the Board of Directors. Then@uittee shall:

1. Be directly responsible for the appointment, retent compensation and
oversight of the Corporation’s independent audjtarsluding the resolution of
any disagreements between management and the nuspeuditors.

2. Establish and implement policies and procedurestferapproval of allowable
services provided by the independent auditors stersi with applicable laws or
regulations.

3. Review, at least annually, the qualifications, parfance and independence of
the independent auditors. In conducting its revaaad evaluation, the Committee
will:

(@ Obtain and review a report by the independeditar describing:
(i) the auditing firm’s internal quality-control pcedures; (ii) any material issues
raised by the most recent internal quality-contesliew, or peer review, of the
firm, or by any inquiry or investigation by goverental or professional
authorities, and any steps taken to deal with aieh $ssues; and (iii) the auditor’'s
independence, including an assessment of all oektips between the
independent auditor and the Corporation; and

(b) Oversee that the independent auditor's leadit guattners are
timely rotated in accordance with applicable lawl amgulations.

In addition, the Committee will set and monitor q@iance with hiring policies
for employees or former employees of the independerditors that meet
applicable rules and regulations.

4, Review and discuss with management and the indepé¢radiditors, and approve
the Corporation’s quarterly earnings press releaasswell as the quarterly
financial statements, including the disclosuresemndanagement’s Discussion
and Analysis, and their filing on Form 10-Q.

5. Review and discuss with management and the indepénduditors the
Corporation’s annual audited financial statementduding the disclosures under
Management’'s Discussion and Analysis and recommendhe Board their
approval and whether they should be included inCtbigporation’s Form 10-K.
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Discuss with the independent auditors the mattegsiired to be discussed by
Statement of Auditing Standards No. 61, including:

(@) the auditor's judgment with respect to qualitatiaspects of
accounting principles applied by the Corporation;

(b) any instances of fraud or misstatements arising feorors,

(c) any audit problems or other difficulties encounderby the
independent auditor in the course of the audit ggscincluding any restrictions
on the scope of the auditor’s activities or on asde requested information;

(d) any significant disagreements with management and
management’s responses to such matters; and

(e) any consultations by management with other auditors

Review and discuss with management the Corporatigractice regarding
earnings press releases and the policies regattiegprovision of financial
information and earnings guidance by managementrtalysts and rating
agencies.

In consultation with the independent auditors, nganaent and the Corporation’s
internal auditors, review the integrity of the Coration’s financial reporting

processes, both internal and external. In that ection, the Committee should
obtain and discuss with management and the indepéraditor reports from

management and the independent auditor regarding:

(@) all critical accounting policies and practices be used by the
Corporation;

(b) analyses prepared by management and/or th@endent auditor
setting forth significant financial reporting issueand judgments made in
connection with the preparation of the financialtements, including all material
alternative treatments of financial information hiit generally accepted
accounting principles that have been discussed wilie Corporation’s
management, the ramifications of the use of therrative disclosures and
treatments, and the treatment preferred by thepenigent auditor;

(c) significant issues regarding accounting prifegpand financial
statement presentations, including any significgtminges in the Corporation’s
selection or application of accounting principles;

(d) significant issues as to the adequacy of thep@ation’s internal
controls and any specific audit steps adopted gitliof material control
deficiencies; and

(e) any other material written communications betwe the
independent auditor and the Corporation’s managemen

Review the effect of regulatory and accountingiatites on the financial
statements of the Corporation.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Review proposed transactions in accordance withQbgooration’s procedures
for the review of related person transactions awkw disclosure related to any
related person transactions and any off-balancet Streictures.

Discuss with the independent auditor and the Catpor's internal auditors the
scope and plans for their respective audits. Revaaw periodically discuss with
the independent auditor, the responsibilities, letidgnd staffing of the
Corporation’s internal audit function and the indegence and efficacy of the
Corporation’s internal audit department.

Review the assessment by the Corporation’s offioérhe effectiveness of the
Corporation’s disclosure controls and procedured amernal controls for
financial reporting and the evaluations thereofhryindependent auditors.

Discuss with management and the independent asdiioe Corporation’s
guidelines and policies with respect to risk assesd and risk management,
including the Corporation’s major financial riskposures, and risks associated
with the financial reporting system, financial infeation and financial
statements, and the steps management has takewrtdomand control such
exposure and to preserve the integrity of the ayste

Periodically review and discuss with Management the Corporation’s ERM
process for the identification, assessment and management of risk.

Review with management and the independentasadiny correspondence with
regulators or government agencies and any emplogaglaints or published
reports that raise material issues regarding thfpd@ation’s financial statements
or accounting policies.

Establish procedures for: (a) the receipt,nteia and treatment of complaints
received by the Corporation regarding accountinggrnal accounting controls, or
auditing matters; and (b) the confidential, anonymeubmission by employees
of the Corporation of concerns regarding questiatcounting or auditing
matters.

Oversee the Corporation’s procedures for canpé with applicable laws and
regulations, and review periodically with manageméme external auditor and
the Corporation’s counsel, any significant litigetj claim or other contingency,
that would have a material effect upon the finanpasition or operating results
of the Corporation and the disclosure or impacthenresults of these matters in
the quarterly and annual financial statements.

Prepare the report(s) of the Committee requitedbe included in the
Corporation’s proxy statement, pursuant to and dooedance with applicable
rules and regulations of the SEC.

Review periodically the Code of Ethics of ther@ration and the adherence
thereto by management.



20. Review periodically with the Board, the extérmad internal auditors and
management, the Corporation’s anti-fraud prograthfactices.

21. Perform any functions required to be perforrbgdit or otherwise appropriate
under applicable law, rules or regulations, the pBaation’s by-laws and the
resolutions or other directives of the Board, idahg review of any certification
required to be reviewed in accordance with appledaw or the rules or
regulations of the SEC.

22. Report regularly to the Board of Directors utthg:

(@) with respect to any issues that arise witheespo the quality or
integrity of the Corporation’s financial statemerttee Corporation’s compliance
with legal or regulatory requirements, the perfonceand independence of the
independent auditors or the performance of thenateaudit function; and

(b) with respect to such other matters as are aekevo the
Committee’s discharge of its responsibilities.

The Committee shall provide such recommendatiote@€ommittee may deem
appropriate. The report to the Board of Directormsynake the form of an oral
report by the chairperson or any other member efGommittee designated by
the Committee to make such report.

23. Maintain minutes or other records of meetinys activities of the Committee.

The Committee, in discharging its oversight rokeempowered to study or investigate
any matter of interest or concern that the Committeems appropriate. In this regard, the
Committee shall have the authority to retain owtdedal, accounting or other advisors for this
purpose, including the authority to approve thesfpayable to such advisors and any other
terms of retention.

The Committee shall be given full access to thep@@tion’s internal audit group, Board
of Directors, corporate executives and independenbuntants as necessary to carry out its
responsibilities.

IV. ANNUAL PERFORMANCE EVALUATION

The Committee shall perform a review and evaluatiah least annually, of the
performance of the Committee and its members, dwetuby reviewing the compliance of the
Committee with this Charter. In addition, the Cortteg shall review and reassess, at least
annually, the adequacy of this Charter and recondmien the Board of Directors any
improvements to this Charter that the Committeesmars necessary or valuable. The
Committee shall conduct such evaluations and revievguch manner as it deems appropriate.



