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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:

e Monitor the integrity of the Company’s financial reporting process and systems of
internal controls regarding finance, accounting, and legal compliance.

e Monitor the independence and performance of the Company’s independent
auditors.

e Review and oversee the Company’s policies and procedures with respect to risk
assessment and risk management.

e 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 organization. The Audit Committee has the ability to 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 three members, who shall be appointed
annually by the Board, at the recommendation of the Nominating and Corporate
Governance Committee. Each member shall satisfy the independence and qualification
requirements of the NASDAQ Stock Market, Inc. (“NASDAQ’) and the Securities and
Exchange Commission (“SEC”). Any vacancy on the Committee shall be filled by a
majority vote of the Board, at the recommendation of the Corporate Governance and



Nominating Committee. No member of the Committee shall be removed except by a
majority vote of the Board, at the recommendation of the Corporate Governance and
Nominating Committee.

The members of the Committee may designate a Chair by majority vote of the Committee
membership.

The Committee shall meet at least four times annually, or more frequently as circumstances
dictate. The Audit Committee Chair shall prepare and/or approve an agenda in advance of
each meeting. The 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 Committee or each of these groups believes should be discussed. In addition, the
Committee should communicate with management and the independent auditors quarterly
to review the Company’s financial statements and significant findings based upon the
auditors' limited review procedures.

A majority of the members of the Committee present in person or by means of a conference
telephone or other communications equipment by means of which all persons participating
in the meeting can hear each other shall constitute a quorum.

Audit Committee Responsibilities and Duties

In carrying out its duties and responsibilities, the Committee’s policies and procedures
should remain flexible, so that it may be in a position to best address, react or respond to
changing circumstances or conditions. The following duties and responsibilities are within
the authority of the Committee, consistent with and subject to applicable law and rules and
regulations promulgated by the SEC, NASDAQ, or any other applicable regulatory
authority.

Review Procedures

1. Review and reassess the adequacy of this Charter at least annually. Submit the
charter to the Board of Directors for approval and have the document published at
least every three years in accordance with SEC rules and regulations.

2. Review the Company’s annual audited financial statements prior to filing or
distribution. Review should include discussion with management and independent
auditors of significant issues regarding accounting principles, practices and
judgments.

3. In consultation with management and the independent auditors, consider the integrity
of the Company’s financial reporting processes and internal 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 including the status of
previous recommendations. Review and discuss the Company’s disclosure controls



and procedures, and the quarterly assessments of such controls and procedures by the
Chief Executive Officer and the Chief Financial Officer. Review any instances of
fraud, whether or not material, that involves management or other employees who
have a significant role in the Company’s internal control over financial reporting.

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 required to be
communicated by the independent auditors in accordance with SAS 61 (see item 9).
The review of quarterly results may be accomplished through a conference call.

Independent Auditors

5.

10.

11.

The independent auditors are ultimately accountable to the Audit Committee and the
Board of Directors. The Audit Committee shall review the independence and
performance of the independent auditors, including the lead partner, and annually
appoint the independent auditors or approve any discharge of auditors when
circumstances warrant.

Approve in advance all audit and tax engagement fees and the terms of all audit and
tax services to be provided by the independent auditors.

Establish policies and procedures for the engagement of the independent auditors to
provide permissible non-audit services, which shall include pre-approval of any
permissible non-audit services to be provided by the independent auditors.

On an annual basis, the Committee should review and discuss with the independent
auditors all significant relationships they have with the Company that could impair
the auditors’ independence.

Review the independent auditors audit plan engagement letter — discuss scope,
staffing, locations, reliance upon management and internal auditor and general audit
approach.

Prior to releasing the year-end earnings, discuss the results of the audit with the
independent auditors. Discuss certain matters required to be communicated to audit
committees in accordance with AICPA SAS 61.

Consider the independent auditors’ judgments about the quality and appropriateness
of the Company’s accounting principles as applied in its financial reporting.

Legal Compliance

12.

On at least an annual basis, review with the Company’s counsel any legal matters that
could have a significant impact on the organization’s financial statements, the



Company’s compliance with applicable laws and regulations, and any inquiries
received from regulators or governmental agencies.

Other Audit Committee Responsibilities

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

14. Establish procedures for handling complaints regarding accounting, internal
accounting controls, and auditing matters, including procedures for confidential,
anonymous submission of concerns by employees regarding accounting and auditing
matters and the protection of whistleblowers.

15. Provide oversight of the Company’s implementation of its Code of Business
Conduct.

16. Establish and implement policies and procedures for the Committee’s review and
approval or disapproval of proposed transactions or courses of dealings with respect
to which executive officers or directors or members of their immediate families have
an interest (including all transactions required to be disclosed by Item 404(a) of
Regulation S-K.

17. 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.

18. Maintain minutes of meetings and periodically report to the Board of Directors on
significant results of the foregoing activities.

While the Committee has the duties and the responsibilities set forth in this charter, the
Committee is not responsible for preparing or certifying the financial statements, for
planning or conducting the audit, or for determining whether the Company’s financial
statements are complete and accurate and are in accordance with generally accepted
accounting principles.

In fulfilling their responsibilities hereunder, it is recognized that members of the
Committee are not full-time employees of the Company, it is not the duty or responsibility
of the Committee or its members to conduct “field work’ or other types of auditing or
accounting reviews or procedures or to set auditor independence standards, and each
member of the Committee shall be entitled to rely on (i) the integrity of those persons and
organizations within and outside the Company from which it receives information, and
(ii) the accuracy of the financial and other information provided to the Committee absent
actual knowledge to the contrary.



Nothing contained in this charter is intended to create, or should be construed as
creating, any responsibility or liability of the members of the Committee, except to the
extent otherwise provided under applicable federal or state law.



