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 Charter of the Audit Committee of the Board of Directors 
 
Audit Committee Purpose 
The Audit Committee is appointed by the Board of Directors to assist the Board in fulfilling its 
oversight responsibilities.  The Audit Committee’s primary duties and responsibilities are to:   
 
 • Review financial information to be provided to stockholders and others.   
 
 • Monitor the integrity of the Company’s financial reporting processing and 

systems of internal controls. 
 
 • Monitor the independence and performance of the Company’s independent 

auditors. 
 
 • Provide an avenue of communication among the independent auditors, 

management, and the Board of Directors. 
 

The Audit Committee has the authority to conduct any investigation appropriate to 
fulfilling its responsibilities, and it has direct access to the independent auditors as well as 
anyone in the Company.  The Audit Committee may retain, at the Company’s expense, special 
legal, accounting, or other consultants or experts it deems necessary in the performance of its 
duties. 
 
Audit Committee Composition and Meetings 
The Audit Committee shall be comprised of at least three directors, each of whom shall be 
independent, as determined by the Board of Directors and in accordance with the applicable 
provisions of the Marketplace Rules of the National Association of Securities Dealers, Inc. 
applicable to the Nasdaq Stock Market.  Audit Committee members also shall satisfy the 
qualification requirements of the Nasdaq Stock Market for audit committee membership.   
 

The Board of Directors shall appoint the members of the Audit Committee.  If the 
Chairman of the Audit Committee is not designated or present, the members of the Committee 
may designate a Chairman by majority vote of the Committee membership. 

 
The Audit Committee shall meet at least four times annually, or more frequently as 

circumstances dictate.  The Chairman of the Audit Committee shall prepare and/or approve an 
agenda in advance of each meeting.  The Audit Committee should meet privately in executive 
session at least annually with management, the independent auditors and as a committee to 
discuss any matters that the Audit Committee or each of these groups believe should be 
discussed.  In addition, the Audit Committee should communicate with management and the 
independent auditors quarterly to review the Company’s interim financial statements and any 
significant findings based upon the auditors’ review procedures before the Company’s Quarterly 
Report on Form 10-Q is filed with the Securities and Exchange Commission.   
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Audit Committee Responsibilities and Duties 
In fulfilling its responsibilities, the Audit Committee is expected to perform the following 
procedures: 
 

1. Review and reassess the Charter of the Audit Committee at least annually and 
recommend to the Board of Directors, as appropriate, amendments to the Charter. 
 

2. Review the Company’s annual audited financial statements prior to filing or 
distribution.  In conducting its review, the Audit Committee should discuss the 
following matters with management and the independent auditors: 

 
a. The independent auditors’ audit of the financial statements and its report 

thereon. 
 

b. Any significant changes required in the independent auditors’ audit plan. 
 

c. Any significant difficulties encountered during the course of the audit 
(including any restriction on the scope of work or access to required 
information). 
 

d. Any significant disagreement among management and the independent 
auditors in connection with preparation of the financial statements. 
 

e. Other matters related to the conduct of the audit which are communicated 
to the Audit Committee under generally accepted auditing standards. 

  
3. In consultation with the management and the independent auditors, consider the 

integrity of the Company’s financial reporting processes and controls.  Discuss 
significant financial risk exposures and the steps management has taken to 
monitor, control and report such exposures.  Review significant findings prepared 
by the independent auditors together with management’s responses. 
 

4. Review with financial management and the independent auditors the Company’s 
quarterly financial results prior to the release of earnings and the Company’s 
quarterly financial statements prior to filing or distribution.  Discuss any 
significant changes to the Company’s accounting principles and any items 
communicated by the independent auditors in accordance with Statement on 
Auditing Standards No. 61 (see Item 11).  The Chairman of the Committee may 
represent the entire Audit Committee for purposes of this review.   
 

5. Meet with the independent auditors and management in separate executive 
sessions to discuss any matters that the Audit Committee or these groups believe 
should be discussed privately with the Audit Committee. 
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Duties Relating to the Independent Auditors 
The independent auditors are ultimately accountable to the Audit Committee and the Board of 
Directors, as representatives of the stockholders.  Accordingly, the Audit Committee is expected 
to perform the following activities with, or as they relate to, the independent auditors: 
 

6. Review the independence and performance of the auditors and annually 
recommend to the Board of Directors the appointment of the independent auditors 
or approve any discharge of auditors when circumstances warrant. 
 

7. Approve the fees and other significant compensation to be paid to the independent 
auditors. 
 

8. Review and approve requests for significant management consulting engagements 
to be performed by the independent auditors’ firm and be advised of any other 
significant study undertaken at the request of management that is beyond the 
scope of the audit engagement letter. 
 

9. On an annual basis, the Committee should review, and discuss with the 
independent auditors, all significant relationships the independent auditors have 
with the Company that could impair the auditors’ independence.  This review 
should include, without limitation, the following: 

 
a. Receiving a formal written statement from the independent auditor 

delineating all relationships between the auditor and the Company, 
consistent with Independence Standards Board Standard No. 1. 
 

b. Actively engaging in a dialogue with the independent auditor with respect 
to any disclosed relationships or services that may have an impact on the 
objectivity and independence of the independent auditor. 

 
10. Review the independent auditors audit plan.  This review should include a 

discussion of scope, staffing, reliance upon management and general audit 
approach. 

 
11. Prior to releasing the year-end earnings, discuss, out of the presence of 

management, the results of the audit with the independent auditors.  The 
discussion should include the matters set forth in Item 2, as well as the following: 

 
a. The adequacy of the Company’s internal controls, including computerized 

information system controls and security. 
 

b. Any related significant findings and recommendations of the independent 
auditor together with management’s responses to them. 
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c. The independent auditor’s judgment about the quality and appropriateness 
of the Company’s accounting principles as applied in its financial 
reporting.  Without limiting the foregoing, the Audit Committee is 
expected to inquire as to the independent auditors’ views about whether 
management’s choices of accounting principles appear reasonable from 
the perspective of income, asset and liability recognition, and whether 
those principles are common practices or are minority practices. 

  
Other Audit Committee Responsibilities 
 

12. Recommend to the Board of Directors whether the Company’s audited financial 
statements should be included in the Company’s Annual Report on Form 10-K for 
filing with the Securities and Exchange Commission.   
 

13. Annually prepare a report to shareholders as required by the Securities and 
Exchange Commission.  The report should be included in the Company’s proxy 
statement relating to the annual meeting of stockholders. 
 

14. Perform any other activities consistent with this Charter, the Company’s by-laws, 
and governing law, as the Committee or the Board deems necessary or 
appropriate. 
 

15. Maintain minutes of meetings and periodically report to the Board of Directors on 
its activities. 
 

16. Periodically perform self-assessment of audit committee performance. 
 

17. Annually review policies and procedures as well as audit results associated with 
directors’ and officers expense accounts and perquisites.  Annually review a 
summary of directors’ and officers’ related party transactions and potential 
conflicts of interest. 
 

18. Discuss and address with the independent auditors any significant issues relative 
to overall board responsibility that, in the judgment of the independent auditors, 
have been communicated to management but have not been adequately resolved. 


