Audit Committee Charter
PURPOSE:
The principal purpose of the Audit Committee is to assist the Board of Directors in fulfilling its responsibility to oversee the
Company's accounting and financial reporting processes and audits of the Company's financial statements, including by
reviewing the financial reports and other financial information provided by the Company, the Company's disclosure controls
and procedures and internal accounting and financial controls, and the annual independent audit process.
In discharging its oversight role, the Audit Committee is granted all responsibilities and authority required by SEC Rule 10A-3,
including without limitation the authority to investigate any matter brought to its attention, with full access to all books, records,
facilities and personnel of the Company, and the authority to engage independent counsel and other advisers, as the
Committee determines necessary to carry out its duties.
The outside auditor is ultimately accountable to the Board and the Committee, as representatives of the stockholders. In this
connection, the Committee, as a committee of the Board, shall be directly responsible for the appointment, compensation and
oversight of the work of the outside auditor in preparing or issuing an audit report or related work, including resolving any
disagreements between Management and the outside auditor regarding financial reporting.
The Committee shall receive direct reports from the outside auditor. The Committee shall be responsible for overseeing the
independence of the outside auditor and for approving all auditing services and permitted non-audit services provided by the
outside auditor.
The Committee will annually assess its own performance and review and assess the adequacy of this charter and recommend
any changes to the Board.

MEMBERSHIP AND TERM OF APPOINTMENT:
The Audit Committee shall consist of not less than three Directors. A chairperson and the Committee members shall be elected
annually by the affirmative vote of at least a majority of the independent Directors.
All Committee members shall be independent Directors:
●

●

●

●

Who have no material relationship to the Company that may interfere with the exercise of their independent judgment;
Who do not receive, directly or indirectly, any consulting, advisory or other compensatory fee from the Company, other
than in the member's capacity as a member of the Board or any of its committees;
Who are not "affiliated persons" (as defined by applicable law or regulation) of the Company or any subsidiary, other
than as members of the Board or any of its committees; and
Who are financially literate.

In addition, at least one member of the Committee will have accounting or related financial management expertise, and, to the
extent practicable, be an "audit committee financial expert" as that term is defined by the SEC.

QUORUM AND VOTING:
At the meetings of the Audit Committee, the presence of a majority of all members shall be necessary to constitute a quorum
for the transaction of business, and the affirmative vote of a majority of all members shall be necessary to take any action. The
responsibilities of the committee may, to the extent permitted by applicable law and NASDAQ rules, be delegated to one or
more members of the committee.

RULES:

The Audit Committee may adopt such rules and regulations, not inconsistent with law nor with the provisions of the Certificate
of Incorporation or the By-Laws, or of any applicable resolution of the Board of Directors, for the calling and holding of
meetings of the Committee and for the transaction of business at such meetings, as the Committee may deem necessary and
desirable. The Committee shall keep regular minutes of its proceedings, and shall report the same to the next meeting of the
Board of Directors.

RESOURCES AND AUTHORITY:
The Audit Committee shall be provided with the necessary resources, including staff and administrative support and periodic
education, by the Company to effectively discharge its duties and responsibilities assigned by the Board of Directors. The Audit
Committee shall have the discretion to institute investigations of improprieties or suspected improprieties, including the
standing authority to retain special counsel or other staff, with full access to all books, records, facilities and personnel of the
Company. The Audit Committee shall have full authority to approve funding by the Company for the payment of compensation
to outside auditors and any independent counsel or other advisors retained by the Committee.

KEY RESPONSIBILITIES:
The Audit Committee's role is one of oversight, and it is recognized that Management is responsible for preparing the
Company's financial statements, and that the outside auditor is responsible for auditing those financial statements.
The common recurring activities of the Committee in carrying out its oversight role shall include the following functions, which
are set forth as a guide and may be varied and supplemented from time to time as appropriate under the circumstances.
●

●

●

●

●

●

●

●

●

The Committee shall meet at least quarterly and shall call special meetings, as circumstances require. When
appropriate, the Audit Committee shall meet with legal counsel to discuss legal matters that may have an impact on the
Company's financial statements.
The Committee shall periodically discuss with Management and the outside auditor the quality and adequacy of the
Company's internal controls, including any significant deficiencies in the design or operation of those controls which
could adversely affect the Company's ability to record, process, summarize and report financial data and any fraud,
whether or not material, that involves Management or other employees who have a significant role in the Company's
internal controls, and discuss with the outside auditor how the Company's financial systems and controls compare with
industry practices.
The Committee shall discuss with Management and the outside auditor, and shall have final authority over, the
Company's internal auditing function, including responsibilities, budget and staffing, and shall receive such reports as it
may request directly from the principal internal auditor.
The Committee shall periodically review the adequacy and effectiveness of the Company's disclosure controls and
procedures.
The Committee shall review with Management and the outside auditor the audited financial statements to be included in
the Company's Annual Report on Form 10-K and the Annual Report to Stockholders, and shall review and consider with
the outside auditor the matters required to be discussed by Statements on Auditing Standards Numbers 61
Communication with Audit Committees and 90 Audit Committee Communications.
After the first second and third fiscal quarters, the Committee shall meet with Management and the outside auditor to
discuss the auditor's review of the quarter's financial performance and the matters required to be discussed by SAS Nos.
61 and 90 and to review the Company's interim financial information prior to inclusion in the Company's Quarterly
Reports on Form 10-Q.
The Committee shall periodically review with Management and the outside auditor the quality, as well as acceptability, of
the Company's accounting policies, and discuss with the outside auditor how the Company's accounting policies
compare with those in the industry and all alternative treatments of financial information within generally accepted
accounting principles that have been discussed with Management, the ramifications of use of such alternative
disclosures and treatments, and the treatment preferred by the outside auditor.
The Committee shall periodically discuss with the outside auditor whether all material correcting adjustments identified by
the outside auditor in accordance with generally accepted accounting principles and the rules of the SEC are reflected in
the Company's financial statements.
The Committee shall review with Management and the outside auditor any material financial or other arrangements of the
Company which do not appear on the Company's financial statements, and any transactions or courses of dealing with
third parties that are significant in size or involve terms or other aspects that differ from those that would likely be

negotiated with independent parties, and which arrangements or transactions are relevant to an understanding of the
Company's financial statements.
●

●

●

●

●

●

●

●

●

The Committee shall review with Management and the outside auditor the Company's critical accounting policies and
practices.
The Committee shall review with the outside auditor all material communications between the outside auditor and
Management, such as any management letter or schedule of unadjusted differences.
The Committee shall request from the outside auditor annually a formal written statement delineating all relationships
between the auditor and the Company consistent with Independence Standards Board Standard 1 - Independence
Discussions with Audit Committees and such other requirements as may be established by the Public Company
Accounting Oversight Board, discuss with the outside auditor any such disclosed relationships and their impact on the
outside auditor's independence, and take appropriate action regarding the independence of the outside auditor.
The Committee shall periodically review and evaluate the qualifications and performance of the outside auditor, including
obtaining annual reports on the outside auditor's quality control procedures, any material issues raised by the most
recent internal quality control and peer reviews of the outside auditor and any inquiry or investigation by governmental or
professional authorities within the preceding five years respecting any independent audits carried out by the outside
auditor, and any steps taken to deal with such issues.
The Committee shall review and discuss with Management the Company's policies with respect to earnings press
releases and earnings guidance, including the use of pro forma information, to be provided by the Company publicly or
to analysts and ratings agencies.
The Committee shall discuss with Management the Company's major financial risk exposures and the steps Management
has taken to monitor and control such exposures.
On an ongoing basis, the Committee shall conduct an appropriate review of, and report to the Board with respect to, all
proposed related-party transactions with the Company where the amount involved exceeds $60,000. All such
transactions shall be subject to prior approval by the Committee. "Related-party transactions" shall be defined in
accordance with the broadest applicable NASDAQ, SEC or statutory definition then in effect, and generally shall include
transactions between the Company and Company Directors; executive officers; nominees for election as director;
stockholders; or their respective affiliates or immediate family members.
The Committee shall approve the engagement of the outside auditor and shall approve, in advance, all audit services
and all permitted non-audit services to be provided to the Company by the outside auditor (subject to any de minimus
exception permitted by SEC rules), taking into account whether such non-audit services are compatible with maintaining
the outside auditor's independence. The Committee may designate an individual Committee member to pre-approve
audit and permissible non-audit services, provided that such approvals be presented to the full Committee at the next
scheduled meeting.
The Committee shall recommend to the Board whether, based on the reviews and discussions referred to above, the
financial statements should be included in the Company's Annual Report on Form 10-K.

COMPLAINT PROCEDURES
Any issue of significant financial misconduct shall be brought to the attention of the Committee for its consideration. In this
connection, the Committee shall establish procedures for (i) the receipt, retention and treatment of complaints received by the
Company regarding accounting, internal accounting controls or auditing matters and (ii) the confidential, anonymous
submission by employees of the Company of concerns regarding questionable accounting or auditing matters.
The existence and nature of the reporting procedures shall be communicated to all employees and, to the extent appropriate,
to agents of the Company. It shall be a violation of the code of ethics to intimidate or impose any form of retribution on any
employee or agent who utilizes such reporting system in good faith to report suspected violations (except that appropriate
action may be taken against such employee or agent if such individual is one of the wrongdoers).
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