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1. PURPOSE

The Audit Committee (the “Committeé’) of the Board of Directors (the “Board’) of the Company
is a standing committee and is responsible for oversight of all account reporting, financial and
internal control practices of the Company and its subsidiaries. The Committee reports to the
Board and its primary function is to assist the Board in fulfilling its responsibilities to shareholders
related to (a) the oversight of (i) the accounting and financial reporting processes of the Company
and the audits of the financial statements of the Company; (ii) the integrity of the Company’s
financial statements; (iii) the effectiveness of the Company’s internal control over financial
reporting and (iv) the Company’s compliance with legal and regulatory requirements; and (b) (i)
the appointment, compensation, qualifications, independence and performance of the Company’s
independent auditors and (ii) the preparation of an audit committee report as required by the
Securities and Exchange Commission (the “SEC’). The Committee’s function is one of oversight
only and shall not relieve the responsibilities of the Company’s management for preparing
financial statements, which accurately and fairly present the Company’s financial results and
condition and for establishing and maintaining internal control over financial reporting, or the
responsibilities of the Company’s independent registered public accounting firm (the
“independent auditors”) relating to the audit of the Company’s financial statements and the
effectiveness of internal control over financial reporting, and for reviewing the Company’s
unaudited financial statements.

The Committee has the authority to retain persons having special competence as necessary to
assist the Committee in fulfilling its responsibilities.

The Committee shall review and reassess, at least annually, the adequacy of this charter and
recommend to the Board any improvements to this charter that the Committee considers
necessary.

2. COMPOSITION

(a) At Least Three Members. The Committee shall consist of at least three
independent directors as defined in Section 2(b) below. The Board shall designate a Committee
member as the Chairperson of the Committee, or if the Board does not do so, the Committee
members shall appoint a Committee member as Chairperson by a majority vote of the authorized
members of the Committee members. The Chairperson shall have the delegated authority to act
on behalf of the Committee in connection with (a) the negotiation and execution of engagement
letters of the Auditors, legal counsel or other advisers to be retained by the Committee and (b) as



may otherwise be determined by the Committee. In addition, unless otherwise provided by the
Committee, the Chairperson (provided such Chairperson is independent) is authorized to pre-
approve any audit and permitted non-audit services as necessary. Any such pre-approvals made
by the Chairperson shall be presented to the full Committee at its next scheduled meeting.

(b) Independence. All members of the Committee shall be “independent” as
determined by the Board and as defined in Nasdag Rule 5605(a)(2) and meet the criteria for
independence set forth in Rule 10A-3(b)(1) of the Securities Exchange Act of 1934, as amended
(the “Exchange Act’), subject to an election by the Company to rely on any available exception,
cure period or transition period. Without limiting the generality of the foregoing, a Committee
member shall not be an affiliated person of the Company or receive any compensation other than
in his or her capacity as a member of the Committee, the Board of Directors or other Board
committee, as defined in applicable SEC rules.

(c) Financial Literacy. Each member of the Committee shall be financially literate, as
such qualification is interpreted by the Company’s Board of Directors in its business judgment
under the listing standards. At least one member of the Committee shall be an “Audit Committee
Financial Expert”, as defined below. If the Company does not have an Audit Committee Financial
Expert, it must disclose this fact and explain why it has no such expert. For the purposes of the
foregoing, an “Audit Committee Financial Expert’ is a person who has, through education and
experience as a public accountant or auditor or senior financial officer:

(i) an understanding of generally accepted accounting principles (“GAAP’) and
financial statements;

(i) an ability to assess the general application of such principles in connection
with the accounting for estimates, accruals and reserves;

(iif) experience preparing, auditing, analyzing or evaluating financial statements
that present a breadth and level of complexity of accounting issues that are generally comparable
to the breadth and complexity of the issues that can reasonably be expected to be raised by the
Company’s financial statements, or experience actively supervising one or more persons engaged
in such activities;

(iv) an understanding of internal controls and procedures for financial
reporting; and

(v) an understanding of audit committee functions.

(d) Appointment. The Board shall appoint Committee members at the first meeting of
the Board following the Annual Meeting of Stockholders. Members of the Committee shall serve
for a one-year term and until their successors are appointed. The Board may fill vacancies on the
Committee by a majority vote of the authorized number of directors, but may remove Committee
members only with the approval of a majority of the independent directors then serving on the
full Board.



3. MEETINGS, REPORTS AND RESOURCES OF THE COMMITTEE

(a) Meetings. In discharging its responsibilities, the Committee shall meet at least
quarterly, or more frequently if it deems appropriate to perform its duties and responsibilities
under this charter. The Committee may also hold special meetings or act by unanimous written
consent as the Committee may decide. The meetings may be in person or by telephone. The
Committee shall keep written minutes of its meetings and shall deliver a copy of such minutes to
the Board and to the corporate secretary of the Company for inclusion in the Company’s minute
books. The Committee shall meet at least quarterly with the Chief Executive Officer and the Chief
Financial Officer to review the financial affairs of the Company. The Committee shall meet with
the independent auditors at least quarterly and in separate executive sessions, outside the
presence of management. The Committee shall also meet periodically with the Company’s
management and Disclosure Committee. The Chief Financial Officer will not be present at such
meetings. The Committee may request any officer or employee of the Company or the Company’s
outside counsel or the independent auditors to attend a meeting of the Committee or to meet
with any members of, or consultants to, the Committee.

(b) Procedures. The Committee may establish its own procedures, including the
formation and delegation of authority to subcommittees, in a manner consistent with this charter,
the bylaws, applicable laws or regulations, or the listing standards. The Chairperson or majority of
the Committee members may call meetings of the Committee. A majority of the authorized
number of Committee members shall constitute a quorum for the transaction of Committee
business, and the vote of a majority of the Committee members present at the meeting at which
a quorum is present shall be the act of the Committee, unless in either case a greater number is
required by this charter, the bylaws, applicable laws or regulations, or the listing standards.

(c) Reports. The Committee shall make regular reports to the Board. The Committee
shall provide to the Board at an appropriate time (prior to preparation of the Company’s proxy
statement for its Annual Meeting of Stockholders) a report of the Committee, which shall be
included in such proxy statement. The report shall include such information as may be required
under the SEC’s rules.

(d) Complaint Procedures. The Committee must 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.

(e) Committee Access and Resources. The Committee is at all times authorized to have
direct, independent and confidential access to the Company’s other directors, management and
personnel to carry out the Committee’s purposes. The Committee shall have the authority (to the
extent it determines necessary or appropriate to carry out its duties) to retain independent legal,
accounting or other advisors. The Committee shall receive, on an annual basis, a report listing all
trades in the Company’s securities engaged in by the Section 16 officers of the Company. The
Company shall provide for appropriate funding, as determined by the Committee, for payment of
compensation to the independent auditors for the purpose of preparing or issuing an audit report



or performing other audit, review or attest services for the Company, and to any advisors
employed by the Committee and for payment of the ordinary administrative expenses of the
Committee that are necessary or appropriate in carrying out its duties.

4. AUTHORITY AND RESPONSIBILITIES

The Committee shall have the sole authority to appoint, retain, compensate, evaluate and
terminate the Company’s independent auditors. The Committee shall have the responsibility to
review the qualifications and evaluate the performance of the independent auditors and make
recommendations to the Board regarding the selection, appointment or termination of the
auditors. The Committee shall be directly responsible for approving all audit engagement fees and
terms, and for oversight of the work of the independent auditors (including resolution of
disagreements between management and the independent auditors regarding financial reporting)
for the purpose of preparing or issuing an audit report or performing related work. The
independent auditors will be ultimately accountable to the Board and report directly to the
Committee.

The Committee shall pre-approve all audit and non-audit services provided by the independent
registered public accountants, including specific pre-approval of internal control-related services
based on PCAOB Rule 3525, and shall receive certain disclosure, documentation, and discussion
of non-prohibited tax services by the independent registered public accountant based on PCAOB
Rule 3524. The Committee shall not engage the independent registered public accountants to
perform non-audit services proscribed by law or regulation. The Committee may delegate pre-
approval authority to a member of the Committee. The decisions of any Committee member to
whom pre-approval authority is delegated must be presented to the full Committee at its next
scheduled meeting. The Committee shall evaluate the adequacy of its own performance on an
annual basis and shall report to the Board the results of an annual review by the Committee of its
own performance and shall recommend any proposed changes to the Board for approval.

The Committee, to the extent it deems necessary or appropriate, shall:
Financial Statement and Disclosure Matters

(a) Meet to review and discuss with management and the independent auditors the
annual audited financial statements and quarterly financial statements prior to the filing of such
financial statements with the SEC, including reviewing the specific disclosures made in
Management’s Discussion and Analysis of Financial Condition and Results of Operations, and
recommend to the Board whether the audited financial statements should be included in the
Company’s Annual Report on Form 10-K. Also, the Committee shall discuss the results of the
quarterly reviews and approve the Company’s Quarterly Reports on Form 10-Q. The Committee
shall also discuss any other matters required to be communicated to the Committee by the
independent registered public accountants under the standards of the Public Company
Accounting Oversight Board (PCAOB) (United States).



(b) Discuss with management and the independent auditors any significant financial
reporting issues and judgments made in connection with the preparation of the Company’s
financial statements and any major issues regarding accounting principles and financial statement
presentations, including any significant changes in the Company’s selection or application of
accounting principles, any major issues as to the adequacy of the Company’s internal controls and
any special steps audit adopted or which need to be adopted in light of material control
deficiencies.

(c) Effect or cause to be effected any revisions to the Company’s financial statements
which the Committee deems necessary or advisable after consultation with the Company’s
independent auditors or the Committee’s advisors.

(d) Prior to the filing of Form 10-Q and Form 10-K, review and discuss quarterly and
annual reports from the independent auditors on:

(i) All critical accounting policies and practices to be used, including discussion
with the independent auditors any accounting adjustments that were noted or proposed by the
Auditors but were “passed” (as immaterial or otherwise).

(i) All alternative treatments of financial information within GAAP that have
been discussed with management, ramifications of the use of such alternative disclosures and
treatments, and the treatment preferred by the independent auditors.

(iif) Other material written communications between the independent auditors
and management such as any management letter or schedule or unadjusted differences.

(e) Discuss with management the Company’s earnings press releases, including the use
of “pro forma” or “adjusted” non-GAAP information, as well as financial information and earnings
guidance provided to analysts and rating agencies. Such discussion may be done generally
(consisting of discussing the types of information to be disclosed and the types of presentations
to be made).

(f) Discuss with management and the independent auditors the effect of regulatory
and accounting initiatives as well as off-balance sheet structures on the Company’s financial
statements.

(8) Discuss with the independent auditors the matters required to be discussed by
Statement on Auditing Standards No. 16 relating to the conduct of the audit, including any
difficulties encountered in the course of the audit work, any restrictions on the scope of activities
or access to requested information, and any significant disagreements with management.

(h) Review and discuss annually with management its assessment of the effectiveness
of the Company’s internal control over financial reporting and disclosure controls and procedures
under Section 404 of the Sarbanes-Oxley Act of 2002 and the rules and regulations thereunder,
including:



(i) Review annually with the independent auditors their opinion and report on
the effectiveness of the Company’s internal control over financial reporting; and

(i) Consider whether any changes to the internal control over financial
reporting or disclosure controls and procedures are appropriate in light of management’s
assessment or the independent auditors’ report.

(i) Review disclosures made to the Committee by the Company’s CEO and CFO during
their certification process for the Form 10-K and Form 10-Q about any significant deficiencies in
the design or operation of internal controls or material weaknesses therein and any fraud involving
management or other employees who have a significant role in the Company’s internal controls.
Discuss with management the related remediation plan of any significant deficiencies or material
weaknesses.

(i4) Review the Company’s procedures for monitoring compliance with the Foreign
Corrupt Practices Act and other applicable anti-corruption laws.

(k) Oversee the Company’s finance function, which may include the annual review of
the Company’s investment policy.

() Meet separately and periodically with management of the Company, the
employees of the Company responsible for the internal audit and the Company’s independent
auditors.

(m) Review and approve all related party transactions required to be disclosed
pursuant to SEC Regulation S-K, Item 404, and discuss with management the business rationale
for the transactions and whether appropriate disclosures have been made.

(n) Discuss with management, the internal auditors, and the independent registered
public accountants any (1) changes in internal control over financial reporting that have materially
affected or are reasonably likely to materially affect the Company’s internal control over financial
reporting that are required to be disclosed and (2) any other changes in internal control over
financial reporting that were considered for disclosure in the Company’s period filings with the
SEC.

(o) Inquire of financial management and the independent auditors regarding the
Company’s significant financial risk exposures, including its anti-fraud programs and controls, and
assess the steps management has taken to minimize and control such risks.

(p) Periodically review and evaluate the Company’s other risk assessment and risk
management policies and programs, including but not limited to the Company’s policies and
programs for identifying and addressing cybersecurity risks.

Oversight of the Company’s Relationship with the Independent Auditors

(a) Review and evaluate the lead partner of the independent auditor’s team.



(b) Obtain and review a formal written statement from the independent auditors at
least annually delineating (i) the independent auditors’ internal quality-control procedures, (ii) any
material issues raised by the most recent internal quality-control review, or peer review, of the
independent auditors, or by any inquiry or investigation by governmental or professional
authorities within the preceding five years respecting one or more independent audits carried out
by the independent auditors, (iii) any steps taken to deal with any such issues, and (iv) all
relationships between the independent auditors and the Company, including considering whether
the auditor’s quality controls are adequate and the provision of permitted non-audit services is
compatible with maintaining the auditor’s independence, taking into account the opinions of
management and internal auditors. The Committee will actively engage in a dialogue with the
independent auditors with respect to any disclosed relationships or services that may impact
objectivity and independence of the independent auditors, and take, or recommend that the full
Board take, appropriate action to oversee the independence of the independent auditors. The
Committee shall present its conclusions with respect to the independent auditors to the Board.

(c) Ensure the rotation of the audit partners as required by law. Consider whether, in
order to assure continuing auditor independence, it is appropriate to adopt a policy of rotating
the independent auditing firm on a regular basis.

(d) Prior to engagement of any prospective independent auditors and at least annually,
the Committee will receive and review a written disclosure by the prospective independent
auditors or existing independent auditors, as applicable, of all relationships between the
prospective independent auditors or existing independent auditors, as applicable, or their
affiliates, and the Company, or persons in financial oversight roles at the Company, that may
reasonably be thought to bear on independence, and will discuss with the prospective
independent auditors or existing independent auditors, as applicable, the potential effects of such
relationships on the independence of the prospective independent auditors, consistent with the
applicable rules of the PCAOB.

(e) Establish policies for the Company’s hiring of employees or former employees of
the independent auditors who participated in any capacity in the audit of the Company.

(f) Discuss with the national office of the independent auditors issues on which they
were consulted by the Company’s audit team and matters of audit quality and consistency.

(8) Meet separately and periodically with the independent auditors and discuss (i) the
issues on which they were consulted by the Company’s audit team, (ii) any matters of audit quality
and consistency, and (iii) any audit problems or difficulties, including any restrictions on the scope
of the independent auditors’ activities or on access to requested information, and management’s
response to such problems or difficulties, including any significant disagreements between the
independent auditors and the Company’s management.



Compliance Oversight Responsibilities

(a) Obtain from the independent auditors assurance that Section 10A(b) of the
Exchange Act, which addresses the discovery and disclosure of any illegal act, has not been
implicated.

(b) Obtain reports from management, the Company’s senior internal auditing
executive and the independent auditors that such persons are in compliance with applicable legal
requirements and the Company’s Code of Business Conduct and Ethics. Such reports shall also
confirm that, to such person’s knowledge, the Company and its subsidiary and affiliated entities
are in conformity with applicable legal requirements and the Company’s Code of Business Conduct
and Ethics. Review reports and disclosures of insider and affiliated party transactions or other
conflicts of interest. Advise the Board with respect to the Company’s policies and procedures
regarding compliance with applicable laws and regulations and with the Company’s Code of
Business Conduct and Ethics, including the consideration of a waiver in the Code of Business
Conduct and Ethics.

(c) Establish, review, and, as necessary, update procedures for the receipt, retention
and treatment of complaints received by the Company from employees of the Company regarding
accounting, internal accounting controls or auditing matters, and the confidential, anonymous
submission by employees of or advisors to the Company of concerns regarding questionable
accounting or auditing matters (i.e., the Company’s whistleblower program).

(d) Discuss with management and the independent auditors any correspondence with
regulators or governmental agencies and any published reports, which raise material issues
regarding the Company’s financial statements or accounting policies.

(e) Discuss quarterly in separate sessions with the Company’s General Counsel and
outside counsel legal matters that may have a material impact on the financial statements, or the
Company’s compliance policies.

(f) Evaluate complaints received by the Company from employees of the Company
regarding accounting, internal accounting controls or auditing matters, and any confidential,
anonymous submissions by employees of or advisors to the Company of concerns regarding
guestionable accounting or auditing matters, and where deemed necessary and appropriate,
initiate investigation into such matters, either by the Committee, via formation of a special
committee, via recommendation to the Board of Directors for formation of a special committee,
or through the engagement of a third party to conduct an independent investigation.

(8) The Committee will receive, review and discuss with the Company’s General
Counsel attorneys’ reports of evidence of material violations of securities laws and breaches of
fiduciary duty and similar violations of U.S., state or other applicable law.



(h) The Committee will investigate any matter brought to the attention of the
Committee within the scope of its duties if, in the judgment of the Committee, such investigation
is necessary or appropriate.

5. LIMITATION OF COMMITTEE’S ROLE

While the Committee has the responsibilities and powers set forth in this charter, it is not the duty
of the Committee to plan or conduct audits or to determine that the Company’s financial
statements and disclosures are complete and accurate and are in accordance with GAAP and
applicable rules and regulations. These are the responsibilities of management and the Company’s
independent auditors.
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