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1.  Purpose. The Audit Committee of the Board of Directors assists the Board of Directors in
fulfilling its responsibility for monitoring risks and the Company’s control system, oversight of
the quality and integrity of the accounting, auditing and reporting practices of the Company and
the audits of the Company’s financial statements, and other such duties as directed by the Board
of Directors. The Committee is expected to maintain free and open communication with the
independent auditors, the Director of Internal Audit and the management of the Company. In
discharging this oversight role, the Committee is empowered to investigate any matter brought to
its attention, with full power to retain outside counsel or other experts for this purpose.

2. Membership.

2.1  The Audit Committee shall be comprised of at least three members who meet the
independence requirements of the NASDAQ Market Place Rules for directors and audit
committee members. In addition, no member of the Committee may have participated in the
preparation of the financial statements of the Company or any current subsidiary of the Company
at any time during the past three years. Each member of the Committee shall be financially
literate and at least one member shall be an “audit committee financial expert,” as defined by
Securities and Exchange Commission rules.

2.2  The members of the Committee shall be appointed by and serve at the discretion
of the Board of Directors. The Board of Directors shall appoint one member of the Audit
Committee as Chairperson. He or she shall be responsible for leadership of the Committee,
including preparing the agenda and presiding over the meetings. The Chairperson will also
maintain regular communications with the CEOs, CFO, Director of Internal Audit and the lead
independent audit partner. The Chairperson shall be required to endorse decisions regarding the
hiring or termination of the Director of Internal Audit, and should also be appropriately involved
in the performance evaluation and compensation decisions related to the Director of Internal
Audit.

3. Responsibilities. The Audit Committee’s primary responsibilities include:

3.1. Being directly responsible, in its capacity as a committee of the Board of
Directors, for the appointment, compensation and oversight of the independent auditor. In so
doing, the Committee will request from the auditor a written statement delineating all
relationships between the auditor and the Company, and any other relationships that may impact
independence, shall discuss with the auditor any relationships that may impact the auditor’s
independence, and shall take such actions as are necessary to oversee the auditor’s independence.
The Committee shall have the sole authority to retain (subject to ratification by the Company’s
shareholders), terminate when appropriate, and approve the engagement terms of and fees paid
to, the independent auditor, which shall report directly to the Committee.



3.2.  Approving in advance all audit and permissible non-audit services to be provided
by the independent auditor, and establishing policies for the pre-approval of audit and
permissible non-audit services to be provided by the independent auditor.

3.3.  Overseeing the independent auditor relationship by discussing with the auditor the
scope and results of the annual audit, and the audit process including coordination with internal
audit, receiving and reviewing audit reports, and providing the auditor full access to the
Committee (and the Board of Directors) to report on any and all appropriate matters.

3.4.  Reviewing the audited financial statements and discussing them with management
and the independent auditor. These discussions shall include consideration of the quality of the
Company’s accounting principles as applied in its financial reporting, including review of
estimates, reserves and accruals, review of areas of judgment, review of audit adjustments
whether or not recorded, difficulties encountered in performing the audit and such other inquiries
as may be appropriate. Based on the review, the Committee shall make its recommendation to
the Board of Directors as to the inclusion of the Company’s audited financial statements in the
Company’s annual report on Form 10-K.

3.5.  Reviewing with management and the independent auditor the quarterly financial
information prior to the Company’s announcement of quarterly results and filing of Form 10-Q
and reviewing earnings press releases.

3.6. Reviewing and discussing the adequacy and effectiveness of the Company’s
internal control over financial reporting, including reviewing management’s assessment of the
effectiveness of internal control over financial reporting as of the end of the most recent fiscal
year and the independent auditor’s report on management’s assessment, and reviewing and
discussing the adequacy and effectiveness of the Company’s disclosure controls and procedures.

3.7. Reviewing the Company’s compliance systems with respect to legal and
regulatory requirements and reviewing the Company’s code of conduct and programs to monitor
compliance with such code. The Committee shall receive corporate attorneys’ reports of
evidence of a material violation of securities laws or breaches of fiduciary duty.

3.8.  Overseeing the structuring of the internal audit function in a manner that achieves
organizational independence and permits full and unrestricted access to top management, the
audit committee, and the Board of Directors. The Director of Internal Audit reports functionally
to the audit committee.

3.9.  Reviewing the internal audit function’s charter and overseeing unrestricted access
by internal auditors to records, personnel, and physical properties relevant to the performance of
engagements.

3.10. Reviewing and approving the annual internal audit plan and budget and assessing
the appropriateness of resources allocated to internal auditing.

3.11. Reviewing summary internal audit reports as appropriate throughout the year.
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3.12. Issuing annually a report to be included in the proxy statement (including
appropriate oversight conclusions) for submission to the shareholders.

3.13. Discussing the Company’s policies with respect to risk assessment and risk
management, including the risk of fraud. The Committee shall also discuss the Company’s
major financial risk exposures and the steps management has taken to monitor and control such
exposures.

3.14. Establishing procedures for receipt, retention and treatment of complaints
regarding accounting, internal accounting controls and auditing matters, including procedures for
the confidential and anonymous submission of concerns by employees regarding questionable
accounting or auditing matters.

3.15. Reviewing and reassessing the adequacy of this charter at least annually and
performing an evaluation of the Committee’s performance at least annually to assess whether it
is functioning effectively.

4. Meetings.

The Audit Committee shall meet at least quarterly, and all Committee members are
expected to be present at all meetings. The Committee shall meet separately and periodically
with management, the personnel responsible for the internal audit function, and the independent
auditor. The Committee shall report regularly to the Board of Directors with respect to its
activities.

5. Outside Advisors.

The Audit Committee shall have the authority to retain such outside counsel, accountants,
experts and other advisors as it determines appropriate to assist it in the performance of its
functions and shall receive appropriate funding, as determined by the Committee, from the
Company for payment of compensation to any such advisors.
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