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AUDIT COMMITTEE CHARTER 

Organization 

The Audit Committee (the “Committee”) of the Board of Directors (the “Board”) shall be com-
prised of at least three directors.  The members of the Committee shall meet the independence 
requirements of the Nasdaq National Market, Inc.  Members of the Committee must be able to 
read and understand fundamental financial statements, including the Company’s balance sheet, 
income statement and cash flow statement, and have the ability to understand key business and 
financial risks and related controls and control processes.  At least one director must be a com-
mittee expert with education and employment experience as a principal financial officer, princi-
pal accounting officer, controller, public accountant or auditor or experience in one or more posi-
tions that involve the performance of similar functions; experience actively supervising a princi-
pal financial officer, principal accounting officer, controller, public accountant, auditor or per-
forming similar functions; experience overseeing or assessing the performance of companies or 
public accountants with respect to the preparation, auditing or evaluation of financial statements; 
or other relevant experience. 

Statement of Policy 

The Committee shall provide assistance to the directors in fulfilling their responsibility to the 
shareholders, potential shareholders, and investment community relating to corporate accounting, 
reporting practices of the Company, and the quality and integrity of financial reports of the 
Company.  In so doing, it is the responsibility of the Committee to maintain free and open com-
munication between the directors, the independent auditors, the internal auditors, and the finan-
cial management of the Company. 

Responsibilities 

In carrying out its responsibilities, the Committee believe its policies and procedures should re-
main flexible in order to best react to changing conditions and to ensure to the directors and 
shareholders that the corporate accounting and reporting practices of the Company are in accor-
dance with all requirements and are the highest quality. 

In carrying out these responsibilities, the Committee will: 

• Obtain the full board of directors’ approval of this Charter and review 
and reassess this Charter as conditions dictate (at least annually). 

• Discuss with management and the independent auditor, as appropriate, 
earnings press releases and financial information and earnings guidance 
provided to analysts and to rating agencies. 



• Select the independent auditors to audit the financial statements of the 
Company and its divisions and subsidiaries and approve the independent 
auditor’s compensation. 

• Have a clear understanding with the independent auditors that they are 
ultimately accountable to the board of directors and the Committee, as 
the shareholders’ representatives, who have the ultimate authority in de-
ciding to engage, evaluate, and if appropriate, terminate their services. 

• Meet with the independent auditors and financial management of the 
Company to review the scope of the proposed audit and timely quarterly 
reviews for the current year and the procedures to be utilized, and at the 
conclusion thereof review such audit or review, including any comments 
or recommendations of the independent auditors. 

• Pre-approve all audit services and permitted non-audit services (includ-
ing the fees and terms thereof) to be performed for the Company by the 
independent auditor.  The Committee may delegate authority to pre-
approve audit services, other than the audit of the Company’s annual fi-
nancial statements, and permitted non-audit services to one or more 
members, provided that decisions made pursuant to such delegated au-
thority shall be presented to the full committee at its next scheduled 
meeting. 

•  Discuss with the internal auditors, if applicable, and the independent 
auditors the overall scope and plans for the respective audits, including 
the adequacy of staffing and compensation. The Committee shall discuss 
with management, the internal auditors, if any, and the independent audi-
tors the adequacy and effectiveness of the accounting and financial con-
trols, including the Company’s policies and procedures to assess, moni-
tor, and manage business risk, and legal and ethical compliance pro-
grams (e.g. Company’s Code of Ethics). 

• Review reports received from regulators and other legal and regulatory 
matters that may have a material effect on the financial statements or re-
lated Company compliance policies. 

• Review the internal controls of the Company, the proposed audit plans 
for the coming year, and the coordination of such plans with the inde-
pendent auditors. 

• Inquire of management and the independent auditors about significant 
risks or exposures and assesses the steps management has taken to 
minimize such risks to the Company. 
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•  Review the interim financial statements and the disclosures under Man-
agement’s Discussion and Analysis of Financial Condition and Results 
of Operations with management and the independent auditors prior to the 
filing of the Company’s Quarterly Report on Form 10-Q. The Committee 
shall also discuss the results of the quarterly review and any other mat-
ters required to be communicated to the Committee by the independent 
auditors under generally accepted auditing standards. The Chair of the 
Committee may represent the entire Committee for purposes of this re-
view. 

• Review the financial statements contained in the annual report to share-
holders with management and the independent auditors to determine that 
the independent auditors are satisfied with the disclosure and content of 
the financial statements to be presented to the shareholders.  Review with 
financial management and the independent auditors the results of their 
timely analysis of significant financial reporting issues and practices, in-
cluding changes in, or adoptions of, accounting principles and disclosure 
practices, and discuss any other matters required to be communicated to 
the committee by the auditors.  Also review with financial management 
and the independent auditors their judgments about the quality, not just 
acceptability, of accounting principles and the clarity of the financial 
disclosure practices used or proposed to be used, and particularly, the 
reasonableness of significant judgements and estimates  , and other sig-
nificant decisions made in preparing the financial statements. 

• Provide sufficient opportunity for the independent auditors to meet with 
the members of the Committee without members of management pre-
sent.  Among the items to be discussed in these meetings are the inde-
pendent auditors’ evaluation of the Company’s financial, accounting, and 
auditing personnel, and the cooperation that the independent auditors re-
ceived during the course of audit. 

• Review accounting and financial human resources within the Company. 

• Report the results of the annual audit to the board of directors.  If re-
quested by the board, invite the independent auditors to attend the full 
board of directors meeting to assist in reporting the results of the annual 
audit or to answer other directors’ questions (alternatively, the other di-
rectors, particularly the other independent directors, may be invited to at-
tend the Committee meeting during which the results of the annual audit 
are reviewed). 

• On an annual basis, obtain from the independent auditors a written com-
munication delineating all relationships and professional services as re-
quired by Independence Standards Board Standard No. 1, Independence 
Discussions with Audit Committees.  In addition, review with the inde-
pendent auditors the nature and scope of any disclosed relationships or 
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professional services and take, or recommend that the board of directors 
take, appropriate action to ensure the continuing independence of the 
auditors. 

• Review the report of the Committee in the annual report to shareholders 
and disclosing whether or not the committee had reviewed and discussed 
with management and the independent auditors the financial statements 
and the quality of accounting principles and significant judgments affect-
ing the financial statements.  In addition, disclose the committee’s con-
clusion on the fairness of presentation of the financial statements in con-
formity with GAAP based on those discussions. 

• Submit the minutes of all meetings of the Committee to, or discuss the 
matters discussed at each committee meeting with, the board of directors. 

• Investigate any matter brought to its attention within the scope of its du-
ties, with the power to retain outside counsel or other auditors for this 
purpose if, in its judgment, that is appropriate, and receive funding for 
these services as necessary. 

• Review the Company’s disclosure in the proxy statement for its annual 
meeting of shareholders that describes that the Committee has satisfied 
its responsibilities under this Charter for the prior year.  In addition, in-
clude a copy of this Charter in the annual report to shareholders or the 
proxy statement at least triennially or the year after any significant 
amendment to the Charter. 

• The Committee shall have authority to retain such outside counsel, ex-
perts and other advisors as the Committee may deem appropriate in its 
sole discretion.  The Committee shall have sole authority to approve re-
lated fees and retention terms. 

 

-4- 


