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1 .   P U R P O S E  

The purpose of the Audit Committee (the “Committee”) is to assist the Board of 
D irec tors (the “Board”) in  ful fil l in g  its ov ersig ht respon sib il ities b y  rev iew in g  the fin an c ial  
in formation  w hic h w il l  b e prov ided to the sharehol ders an d others;  rev iew in g  the sy stems of 
in tern al  c on trol s w hic h man ag emen t an d the Board hav e estab l ished;  appoin tin g , retain in g  an d 
ov erseein g  the performan c e of in depen den t ac c oun tan ts;  an d ov erseein g  the Compan y ’ s 
ac c oun tin g  an d fin an c ial  reportin g  proc esses an d the audits of the Compan y ’ s fin an c ial  
statemen ts.  

The Committee w il l  ful fil l  these respon sib il ities b y  c arry in g  out the ac tiv ities 
en umerated in  S ec tion  3  of the Charter.  The Committee shal l  b e g iv en  ful l  an d direc t ac c ess to 
the Compan y ’ s I n tern al  Con trol  S erv ic es departmen t, the Board Chairman , Compan y  ex ec utiv es 
an d in depen den t ac c oun tan ts as n ec essary  to c arry  out these respon sib il ities.  H ow ev er, the 
Committee’ s fun c tion  is on e of ov ersig ht on l y  an d shal l  n ot rel iev e the Compan y ’ s man ag emen t 
of its respon sib il ities for preparin g  fin an c ial  statemen ts w hic h ac c uratel y  an d fairl y  presen t the 
Compan y ’ s fin an c ial  resul ts an d c on dition , or the respon sib il ities of the in depen den t ac c oun tan ts 
rel atin g  to the audit or rev iew  of fin an c ial  statemen ts. 
2 .   C O M P O S I T I O N  O F  T H E  C O M M I T T E E  

The Committee shal l  b e c omprised of n ot l ess than  three direc tors, eac h of w hom 
w il l  b e in depen den t as req uired b y  S ec tion  10 A(m) of the S ec urities E x c han g e Ac t of 193 4 , as 
amen ded (the “E x c han g e Ac t”), an y  rul es an d reg ul ation s promul g ated thereun der b y  the 
S ec urities an d E x c han g e Commission  (the “S E C”), an d the rul es of The N asdaq  S toc k  M ark et 
(“N asdaq ”).  N o memb er of the Committee shal l  hav e partic ipated in  the preparation  of the 
fin an c ial  statemen ts of the Compan y  or an y  c urren t sub sidiary  of the Compan y  at an y  time 
durin g  the prec edin g  three y ears.  E ac h appoin ted Committee memb er shal l  b e sub j ec t to an n ual  
rec on firmation  an d may  b e remov ed b y  the Board at an y  time. 

Al l  memb ers of the Committee shal l  b e ab l e to read an d un derstan d fun damen tal  
fin an c ial  statemen ts, in c l udin g  a b al an c e sheet, in c ome statemen t an d c ash fl ow  statemen t.  At 
l east on e memb er of the Committee shal l  hav e past empl oy men t ex perien c e in  fin an c e or 
ac c oun tin g , req uisite profession al  c ertific ation  in  ac c oun tin g , or an y  other c omparab l e 
ex perien c e or b ac k g roun d w hic h resul ts in  the in div idual ’ s fin an c ial  sophistic ation , in c l udin g  
b ein g  or hav in g  b een  a c hief ex ec utiv e offic er, c hief fin an c ial  offic er or other sen ior offic er w ith 
fin an c ial  ov ersig ht respon sib il ities.   



3 .   R E S P O N S I B I L I T I E S  A N D  D U T I E S  

To ful fil l  its respon sib il ities an d duties, the Committee shal l :  
1. R ev iew  an n ual l y  the Committee Charter for adeq uac y  an d rec ommen d an y  

c han g es to the Board. 
2 . R ev iew  the sig n ific an t ac c oun tin g  prin c ipl es, pol ic ies an d prac tic es fol l ow ed b y  

the Compan y  in  ac c oun tin g  for an d reportin g  its fin an c ial  resul ts of operation s in  
ac c ordan c e w ith g en eral l y  ac c epted ac c oun tin g  prin c ipl es (“G AAP ”).  

3 . R ev iew  the fin an c ial  an d risk  man ag emen t pol ic ies fol l ow ed b y  the Compan y  in  
operatin g  its b usin ess ac tiv ities. 

4 . R ev iew  the Compan y ’ s an n ual  audited fin an c ial  statemen ts, rel ated disc l osures, 
in c l udin g  the M D & A portion  of the Compan y ’ s fil in g s, an d disc uss w ith the 
in depen den t ac c oun tan ts the matters req uired to b e disc ussed b y  the auditin g  
stan dards of the P ub l ic  Compan y  Ac c oun tin g  O v ersig ht Board (“P CAO B”), 
in c l udin g  (a) the q ual ity  as w el l  as ac c eptab il ity  of the ac c oun tin g  prin c ipl es 
appl ied in  the fin an c ial  statemen ts, an d (b ) n ew  or c han g ed ac c oun tin g  pol ic ies;  
sig n ific an t estimates, j udg men ts, un c ertain ties or un usual  tran sac tion s;  an d 
ac c oun tin g  pol ic ies rel atin g  to sig n ific an t fin an c ial  statemen t items. 

5 . R ev iew  an y  man ag emen t l etters or in tern al  c on trol  reports prepared b y  the 
in depen den t ac c oun tan ts or the Compan y ’ s in tern al  auditors an d respon ses to 
prior man ag emen t l etters, an d rev iew  w ith the in depen den t ac c oun tan ts the 
Compan y ’ s in tern al  fin an c ial  c on trol s, in c l udin g  the b udg et, staffin g  an d 
respon sib il ities of the Compan y ’ s I n tern al  Con trol  S erv ic es departmen t. 

6 . R ev iew  the effec tiv en ess of the in depen den t audit effort, in c l udin g  approv al  of the 
sc ope of, an d fees c harg ed in  c on n ec tion  w ith, the an n ual  audit, q uarterl y  rev iew s 
an d an y  n on -audit serv ic es b ein g  prov ided. 

7 . Be direc tl y  respon sib l e for the appoin tmen t, determin ation  of the c ompen sation  
for, reten tion  an d ov ersig ht of the w ork  of the in depen den t ac c oun tan t empl oy ed 
to c on duc t the audit (in c l udin g  resol ution  of disag reemen ts b etw een  the 
in depen den t ac c oun tan ts an d man ag emen t reg ardin g  fin an c ial  reportin g ) or other 
audit, rev iew  or attest serv ic es.  The in depen den t ac c oun tan ts shal l  report direc tl y  
to the Committee.   

8 . P re-approv e al l  audit serv ic es an d permissib l e n on -audit serv ic es b y  the 
in depen den t ac c oun tan ts, as set forth in  S ec tion  10 A of the E x c han g e Ac t an d the 
rul es an d reg ul ation s promul g ated thereun der b y  the S E C.  The Committee may  
estab l ish pre-approv al  pol ic ies an d proc edures, as permitted b y  S ec tion  10 A of the 
E x c han g e Ac t an d the rul es an d reg ul ation s promul g ated thereun der b y  the S E C, 
for the en g ag emen t of in depen den t ac c oun tan ts to ren der serv ic es to the 
Compan y , in c l udin g  b ut n ot l imited to pol ic ies that w oul d al l ow  the del eg ation  of 



pre-approv al  authority  to on e or more memb ers of the Committee, prov ided that 
an y  pre-approv al s del eg ated to on e or more memb ers of the Committee are 
reported to the Committee at its n ex t sc hedul ed meetin g . 

9. R ev iew  the hirin g  pol ic ies for an y  empl oy ees or former empl oy ees of the 
in depen den t ac c oun tan ts. 

10 . O b tain  on  an  an n ual  b asis from the in depen den t ac c oun tan ts the w ritten  
disc l osures an d the l etter req uired b y  the appl ic ab l e req uiremen ts of the P CAO B 
reg ardin g  the in depen den t ac c oun tan ts’  c ommun ic ation s w ith the audit c ommittee 
c on c ern in g  in depen den c e, an d rev iew  an d disc uss w ith the ac c oun tan ts an y  
disc l osed rel ation ships or serv ic es the ac c oun tan ts hav e w ith the Compan y  w hic h 
may  affec t the ac c oun tan ts’  in depen den c e an d ob j ec tiv ity .  The Committee is 
respon sib l e for tak in g , or rec ommen din g  that the ful l  Board tak e, appropriate 
ac tion  to ov ersee the in depen den c e of the in depen den t ac c oun tan ts. 

11. F or eac h of the first three fisc al  q uarters an d at y ear en d, at a Committee meetin g  
rev iew  w ith man ag emen t the fin an c ial  resul ts, the proposed earn in g s press rel ease 
an d formal  g uidan c e w hic h the Compan y  may  pl an  to offer, an d rev iew  w ith the 
in depen den t ac c oun tan ts the resul ts of their rev iew  of the in terim fin an c ial  
in formation  an d audit of the an n ual  fin an c ial  statemen ts. 

12 . R ev iew  man ag emen t’ s an al y sis of an y  sig n ific an t ac c oun tin g  issues, c han g es, 
estimates, j udg men ts or un usual  items rel atin g  to the fin an c ial  statemen ts an d the 
sel ec tion , appl ic ation  an d effec ts of c ritic al  ac c oun tin g  pol ic ies appl ied b y  the 
Compan y  (in c l udin g  an  an al y sis of the effec t of al tern ativ e G AAP  methods) an d 
rev iew  w ith the in depen den t ac c oun tan ts the reports on  suc h sub j ec ts del iv ered 
pursuan t to S ec tion  10 A(k ) of the E x c han g e Ac t an d the rul es an d reg ul ation s 
promul g ated thereun der b y  the S E C. 

13 . F ol l ow in g  c ompl etion  of the an n ual  audit, rev iew  separatel y  w ith the in depen den t 
ac c oun tan ts, the I n tern al  Con trol  S erv ic es departmen t, an d man ag emen t an y  
sig n ific an t diffic ul ties en c oun tered durin g  the c ourse of the audit. 

14 . R ev iew , at l east an n ual l y , w ith the I n tern al  Con trol  S erv ic es departmen t the 
respon sib il ities an d ac tiv ities of that departmen t. 

15 . E n g ag e an d determin e fun din g  for suc h in depen den t profession al  adv isers an d 
c oun sel  as the Committee determin es are appropriate to c arry  out its fun c tion s 
hereun der.  The Compan y  shal l  prov ide appropriate fun din g  to the Committee, as 
determin ed b y  the Committee, for pay men t of (1) c ompen sation  to the 
in depen den t ac c oun tan ts for serv ic es approv ed b y  the Committee, (2 ) 
c ompen sation  to an y  outside adv isers retain ed b y  the Committee, an d (3 ) ordin ary  
admin istrativ e ex pen ses of the Committee that are n ec essary  or appropriate in  
c arry in g  out its duties. 



16 . R eport to the Board on  a reg ul ar b asis on  the maj or ev en ts c ov ered b y  the 
Committee an d mak e rec ommen dation s to the Board an d man ag emen t c on c ern in g  
these matters. 

17 . P erform an y  other ac tiv ities c on sisten t w ith this c harter, the Compan y ’ s By l aw s 
an d g ov ern in g  l aw  as the Committee or the Board deems n ec essary  or 
appropriate, in c l udin g  b ut n ot l imited to the Compan y ’ s l eg al  an d reg ul atory  
c ompl ian c e. 

18 . Con duc t appropriate rev iew  an d ov ersig ht of rel ated party  tran sac tion s, as defin ed 
b y  appl ic ab l e rul es of N asdaq , to w hic h the Compan y  is a party . 

19. E stab l ish proc edures for:  
(a) the rec eipt, reten tion , an d treatmen t of c ompl ain ts rec eiv ed b y  the 
Compan y  reg ardin g  ac c oun tin g , in tern al  ac c oun tin g  c on trol s, or auditin g  
matters, an d (b ) the c on fiden tial , an on y mous sub mission  b y  empl oy ees of 
c on c ern s reg ardin g  q uestion ab l e ac c oun tin g  or auditin g  matters. 
 

4 .   C O M M I T T E E  M E E T I N G S  

The Committee w il l  meet on  a reg ul ar b asis at l east 4  times eac h y ear, an d w il l  
hol d spec ial  meetin g s as c irc umstan c es req uire.  The timin g  of the meetin g s to b e sc hedul ed for 
an  upc omin g  fisc al  y ear shal l  b e determin ed b y  the Committee prior to the b eg in n in g  of suc h 
fisc al  y ear.  A c al en dar of proposed meetin g s w il l  b e rev iew ed b y  the Committee at the same 
time as the an n ual  Committee Charter rev iew .  The c al en dar shal l  in c l ude appropriate meetin g s 
to b e hel d separatel y  w ith represen tativ es of the in depen den t ac c oun tan ts, man ag emen t an d the 
I n tern al  Con trol  S erv ic es departmen t, in c l udin g  a meetin g  to c on duc t the rev iew s req uired un der 
S ec tion  3 .13  ab ov e.  I n  addition , the Committee w il l  meet at an y  time that the in depen den t 
ac c oun tan ts b el iev e c ommun ic ation  to the Committee is req uired. 

At al l  Committee meetin g s a maj ority  of the total  n umb er of memb ers shal l  
c on stitute a q uorum.  Al l  meetin g s shal l  b e hel d sub j ec t to an d in  ac c ordan c e w ith S ec tion  3 0 7  
(in c l udin g  w ithout l imitation  n otic e, q uorum an d v otes/ ac tion s of the c ommittee) an d other 
appl ic ab l e sec tion s of the G en eral  Corporation  L aw  of Cal iforn ia.  M in utes shal l  b e k ept of eac h 
meetin g  of the Committee.  


