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Securities Exchange Act of 1934, as amended

Section 10A(m) [SOX Section 301]

(m) STANDARDS RELATING TO AUDIT COMMITTEES.—

(1) COMMISSION RULES.—

(A) IN GENERAL.—Effective not later than 270 days after the date of
enactment of this subsection, the Commission shall, by rule, direct the national
securities exchanges and national securities associations to prohibit the listing of any
security of an issuer that is not in compliance with the requirements of any portion
of paragraphs (2) through (6). '

(B) OPPORTUNITY TO CURE DEFECTS.—The rules of the
Commission under subparagraph (A) shall provide for appropriate procedures for an
issuer to have an opportunity to cure any defects that would be the basis for a
prohibition under subparagraph (A), before the imposition of such prohibition.

(2) RESPONSIBILITIES RELATING TO REGISTERED PUBLIC ACCOUNTING
FIRMS.—The audit committee of each issuer, in its capacity as a committee of the board
of directors, shall be directly responsible for the appointment, compensation, and oversight
of the work of any registered public accounting firm employed by that issuer (including
resolution of disagreements between management and the auditor regarding financial
reporting) for the purpose of preparing or issuing an audit report or related work, and each
such registered public accounting firm shall report directly to the audit committee.

(3) INDEPENDENCE. —

(A) IN GENERAL.—Each member of the audit committee of the issuer
shall be a member of the board of directors of the issuer, and shall otherwise be
independent.

(B) CRITERIA.—In order to be considered to be independent for purposes
of this paragraph, a member of an audit committee of an issuer may not, other than
in his or her capacity as a member of the audit committee, the board of directors, or
any other board committee—

(i) accept any consulting, advisory, or other compensatory fee from
the issuer; or
(ii) be an affiliated person of the issuer or any subsidiary thereof.

(C) EXEMPTION AUTHORITY —The Commission may exempt from the
requirements of subparagraph (B) a particular relationship with respect to audit
committee members, as the Commission determines appropriate in light of the
circumstances,

(4) COMPLAINTS.—Each audit committee shall establish procedures for—

{(A) the receipt, retention, and treatment of complaints received by the
issuer regarding accounting, internal accounting controls, or auditing matters; and

(B) the confidential, anonymous submission by employees of the issuer of
concerns regarding questionable accounting or auditing matters.

(5) AUTHORITY TO ENGAGE ADVISERS.—Each audit committee shall have the
authority to engage independent counsel and other advisers, as it determines necessary to
carry out its duties.

(6) FUNDING.—Each issuer shall provide for appropriate funding, as determined by
the audit committee, in its capacity as a committee of the board of directors, for payment
of compensation—



(A) to the registered public accounting firm employed by the issuer for the
purpose of rendering or issuing an audit report; and
(B) to any advisers employed by the audit committee under paragraph (5).



Rule 10A-3 under the Exchange Act —
Listing Standards Relating to Audit Committees

a. Pursuant to section 10A(m) of the Securities Exchange Act of 1934 (the “Act”) and
section 3 of the Sarbanes-Oxley Act of 2002:

1. National securities exchanges. The rules of each national securities
exchange registered pursuant to section 6 of the Act must, in accordance
with the provisions of this section, prohibit the initial or continued listing of
any security of an issuer that is not in compliance with the requirements of
any portion of paragraph (b) or (c) of this section.

2. National securities associations. The rules of each national securities
association registered pursuant to section 15A of the Act must, in
accordance with the provisions of this section, prohibit the initial or
continued listing in an automated inter-dealer quotation system of any
security of an issuer that is not in compliance with the requirements of any
portion of paragraph (b) or (¢} of this section.

3. Opportunity to cure defects. The rules required by paragraphs (a)(1) and
(a)(2) of this section must provide for appropriate procedures for a listed
issuer to have an opportunity to cure any defects that would be the basis for
a prohibition under paragraph (a) of this section, before the imposition of
such prohibition. Such rules also may provide that if a member of an audit
committee ceases to be independent in accordance with the requirements of
this section for reasons outside the member’s reasonable control, that
person, with notice by the issuer to the applicable national securities
exchange or national securities association, may remain an audit committee
member of the listed issuer until the earlier of the next annual shareholders
meeting of the listed issuer or one year from the occurrence of the event
that caused the member to be no longer independent.

4. Notification of noncompliance. The rules required by paragraphs (a)(1) and
(a)(2) of this section must include a requirement that a listed issuer must
notify the applicable national securities exchange or national securities
association promptly after an executive officer of the listed issuer becomes
aware of any material noncompliance by the listed issuer with the
requirements of this section.

5. Implementation.

i.  The rules of each national securities exchange or national securities
association meeting the requirements of this section must be
operative, and listed issuers must be in compliance with those rules,
by the following dates:



ii.

1if.

A. July 31, 2005 for foreign private issuers and small business
issuers (as defined in Rule 12b-2); and

B. For all other listed issuers, the earlier of the listed issuer’s
first annual shareholders meeting after January 15, 2004, or
October 31, 2004,

Each national securities exchange and national securities association
must provide to the Commission, no later than July 15, 2003,
proposed rules or rule amendments that comply with this section.

Each national securities exchange and national securities association
must have final rules or rule amendments that comply with this
section approved by the Commission no later than December 1,
2003.

b. Regquired standards.

1. Independence.

ii.

Each member of the audit committee must be a member of the
board of directors of the listed issuer, and must otherwise be
independent; provided that, where a listed issuer is one of two dual
holding companies, those companies may designate one audit
committee for both companies so long as each member of the audit
committee is a member of the board of directors of at least one of
such dual holding companies.

Independence requirements for non-investment company issuers. In
order to be considered to be independent for purposes of this
paragraph (b)(1), a member of an audit committee of a listed issuer
that is not an investment company may not, other than in his or her
capacity as a member of the audit committee, the board of directors,
ot any other board committee:

A. Accept directly or indirectly any consulting, advisory, or
other compensatory fee from the issuer or any subsidiary
thereof, provided that, unless the rules of the national
securities exchange or national securities association provide
otherwise, compensatory fees do not include the receipt of
fixed amounts of compensation under a retirement plan
(including deferred compensation) for prior service with the
listed issuer (provided that such compensation is not
contingent in any way on continued service); or

B. Be an affiliated person of the issuer or any subsidiary
thereof.



iii.

iv.

Independence requirements for investment company issuers. In
order to be considered to be independent for purposes of this
paragraph (b)(1), a member of an audit committee of a listed issuer
that is an investment company may not, other than in his or her
capacity as a member of the audit committee, the board of directors,
or any other board committee:

A, Accept directly or indirectly any consulting, advisory, or

other compensatory fee from the issuer or any subsidiary
thereof, provided that, unless the rules of the national
securities exchange or national securities association provide
otherwise, compensatory fees do not include the receipt of
fixed amounts of compensation under a retirement plan
(including deferred compensation) for prior service with the
listed issuer (provided that such compensation is not
contingent in any way on continued service}); or

. Be an “interested person” of the issuer as defined in section

2(a)(19) of the Investment Company Act of 1940.

Exemptions from the independence requirements.

A. For an issuer listing securities pursuant to a registration

statement under section 12 of the Act, or for an issuer that
has a registration statement under the Securities Act of 1933-
covering an initial public offering of securities to be listed
by the issuer, where in each case the listed issuer was not,
immediately prior to the effective date of such registration
statement, required to file reports with the Commission
pursuant to section 13(a) or 15(d) of the Act:

1. All but one of the members of the listed issuer’s
audit committee may be exempt from the
independence requirements of paragraph (b)(1)(ii) of
this section for 90 days from the date of
effectiveness of such registration statement; and

2. A minority of the members of the listed issuer’s
audit committee may be exempt from the
independence requirements of paragraph (b)(1)(ii) of
this section for one year from the date of
effectiveness of such registration statement.

. An audit committee member that sits on the board of

directors of a listed issuer and an affiliate of the listed issuer
is exempt from the requirements of paragraph (b)(1)(ii)(B)
of this section if the member, except for being a director on
cach such board of directors, otherwise meets the



independence requirements of paragraph (b)(1)(ii) of this
section for each such entity, including the receipt of only
ordinary-course compensation for serving as a member of
the board of directors, audit committee or any other board
committee of each such entity.

. An employee of a foreign private issuer who is not an
executive officer of the foreign private issuer is exempt from
the requirements of paragraph (b)(1)(ii) of this section if the
employee is elected or named to the board of directors or
audit committee of the foreign private issuer pursuant to the
issuer’s governing law or documents, an employee
collective bargaining or similar agreement or other home
country legal or listing requirements,

. An audit committee member of a foreign private issuer may
be exempt from the requirements of paragraph (b)(1)(ii)}(B)
of this section if that member meets the following
requirements:

1. The member is an affiliate of the foreign private
issuer or a representative of such an affiliate;

2. The member has only observer status on, and is not a
voting member or the chair of, the audit committee;
and

3. Neither the member nor the affiliate is an executive
officer of the foreign private issuer.

. An audit committee member of a foreign private issuer may
be exempt from the requirements of paragraph (b)(1)(ii)(B)
of this section if that member meets the following
requirements:

1. The member is a representative or designee of a
foreign government or foreign governmental entity
that is an affiliate of the foreign private issuer; and

2. The member is not an executive officer of the foreign
private issuer.

. In addition to paragraphs (b)(1)(iv)(A) through (E) of this
section, the Commission may exempt from the requirements
of paragraphs (b)(1)(ii) or (b)(1)(iii) of this section a
particular relationship with respect to audit committee



members, as the Commission determines appropriate in light
of the circumstances.

2. Responsibilities relating to registered public accounting firms. The audit
committee of each listed issuer, in its capacity as a committee of the board
of directors, must be directly responsible for the appointment,
compensation, retention and oversight of the work of any registered public
accounting firm engaged (including resolution of disagreements between
management and the auditor regarding financial reporting) for the purpose
of preparing or issuing an audit report or performing other audit, review or
attest services for the listed issuer, and each such registered public
accounting firm must report directly to the audit committee.

3. Complaints. Each audit committee must establish procedures for:

i.  The receipt, retention, and treatment of complaints received by the
listed issuer regarding accounting, internal accounting controls, or
auditing matters; and

ii.  The confidential, anonymous submission by employees of the listed
issuer of concerns regarding questionable accounting or auditing
matters.

4. Authority to engage advisers. Each audit committee must have the
authority to engage independent counsel and other advisers, as it
determines necessary to carry out its duties.

5. Funding. Each listed issuer must provide for appropriate funding, as
determined by the audit committee, in its capacity as a committee of the
board of directors, for payment of:

i.  Compensation to any registered public accounting firm engaged for
the purpose of preparing or issuing an audit report or performing
other audit, review or attest services for the listed issuer;

ii.  Compensation to any advisers employed by the audit committee
under paragraph (b)(4) of this section; and

ili.  Ordinary administrative expenses of the audit committee that are
necessary or appropriate in carrying out its duties.

c. General exemptions.

1. At any time when an issuer has a class of securities that is listed on a
national securities exchange or national securities association subject to the
requirements of this section, the listing of other classes of securities of the



listed issuer on a national securities exchange or national securities
association is not subject to the requirements of this section.

At any time when an issuer has a class of common equity securities (or
similar sccurities) that is listed on a national securities exchange or national
securities association subject to the requirements of this section, the listing
of classes of securities of a direct or indirect consolidated subsidiary or an
at least 50% beneficially owned subsidiary of the issuer (except classes of
equity securities, other than non-convertible, non-participating preferred
securities, of such subsidiary) is not subject to the requirements of this
section.

The listing of securities of a foreign private issuer is not subject to the
requirements of paragraphs (b)(1) through (b)(5) of this section if the
foreign private issuer meets the following requirements:

i.  The foreign private issuer has a board of auditors (or similar body),
or has statutory auditors, established and selected pursuant to home
country legal or listing provisions expressly requlrmg or permitting
such a board or similar body;

ii.  The board or body, or statutory auditors is required under home
couniry legal or listing requirements to be either:

A. Separate from the board of directors; or

B. Composed of one or more members of the board of directors
and one or more members that are not also members of the
board of directors;

iii.  The board or body, or statutory auditors, are not elected by
management of such issuer and no executive officer of the foreign
private issuer is a member of such board or body, or statutory
auditors;

iv.  Home country legal or listing provisions set forth or provide for
standards for the independence of such board or body, or statutory
auditors, from the foreign private issuer or the management of such
issuer;

v.  Such board or body, or statutory auditors, in accordance with any
applicable home country legal or listing requirements or the issuet’s
governing documents, are responsible, to the extent permitted by
law, for the appointment, retention and oversight of the work of any
registered public accounting firm engaged (including, to the extent
permitted by law, the resolution of disagreements between
management and the auditor regarding financial reporting) for the



purpose of preparing or issuing an audit report or performing other
audit, review or attest services for the issuer; and

vi.  The audit committee requirements of paragraphs (b)(3), (b)(4) and
(b)(5) of this section apply to such board or body, or statutory
auditors, to the extent permitted by law.

4, The listing of a security futures product cleared by a clearing agency that is
registered pursuant to section 17A of the Act or that is exempt from the
registration requirements of section 17A pursuant to paragraph (b)(7)(A) of
such section is not subject to the requirements of this section.

5. The listing of a standardized option, as defined in Rule 9b-1(a)(4), issued
by a clearing agency that is registered pursuant to section 17A of the Act is
not subject to the requirements of this section.

6. The listing of securities of the following listed issuers are not subject to the
requirements of this section:

i.  Asset-Backed Issuers (as defined in Rule 229.1101 of this chapter).

ii.  Unit investment trusts (as defined in section 4(2) of the Investment
Company Act of 1940); and

iii.  Foreign governments (as defined in Rule 3b-4(a)).

7. The listing of securities of a listed issuer is not subject to the requirements
of this section if:

i.  The listed issuer, as reflected in the applicable listing application, is
organized as a trust or other unincorporated association that does
not have a board of directors or persons acting in a similar capacity;
and :

ii.  The activities of the listed issuer that is described in paragraph
(c)(7)(i) of this section are limited to passively owning or holding
(as well as administering and distributing amounts in respect of)
securities, rights, collateral or other assets on behalf of or for the
benefit of the holders of the listed securities.

d. Disclosure. Any listed issuer availing itself of an exemption from the
independence standards contained in paragraph (b)(1)(iv) of this section {(except
paragraph (b)(1)(iv)(B) of this section), the general exemption contained in
paragraph (c)(3) of this section or the last sentence of paragraph (a)(3) of this
section, must:
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1. Disclose its reliance on the exemption and its assessment of whether, and if
so, how, such reliance would materially adversely affect the ability of the
audit committee to act independently and to satisfy the other requirements
of this section in any proxy or information statement for a meeting of
shareholders at which directors are elected that is filed with the
Commission pursuant to the requirements of section 14 of the Act; and

2. Disclose the information specified in paragraph (d)(1) of this section in, or
incorporate such information by reference from such proxy or information
statement filed with the Commission into, its annual report filed with the
Commission pursuant to the requirements of section 13(a) or 15(d) of the
Act.

e. Definitions. Unless the context otherwise requires, all terms used in this section
have the same meaning as in the Act. In addition, unless the context otherwise
requires, the following definitions apply for purposes of this section:

i.  The term affiliate of, or a person affiliated with, a specified person,
means a person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common
control with, the person specified.

ii.

A. A person will be deemed not to be in control-of a specified
person for purposes of this section if the person:

1. Is not the beneficial owner, directly or indirectly, of
more than 10% of any class of voting equity
securities of the specified person; and

2. Is not an executive officer of the specified person.

B. Paragraph (e}(1)(ii}(A) of this section only creates a safe
harbor position that a person does not control a specified
person. The existence of the safe harbor does not create a
presumption in any way that a person exceeding the
ownership requirement in paragraph (e)(1)(ii)(A)(1) of this
section controls or is otherwise an affiliate of a specified
person. ‘

iii.  The following will be deemed to be affiliates:
A. An executive officer of an affiliate;

B. A director who also is an employee of an affiliate;

-11-



C. A general partner of an affiliate; and
D. A managing member of an affiliate,

iv.  For purposes of paragraph (e)(1)(i} of this section, dual holding
companies will not be deemed to be affiliates of or persons
affiliated with each other by virtue of their dual holding company
arrangements with each other, including where directors of one dual
holding company are also directors of the other dual holding
company, or where directors of one or both dual holding companies
are also directors of the businesses jointly controlled, directly or
indirectly, by the dual holding companies (and, in each case, receive
only ordinary-course compensation for serving as a member of the
board of directors, audit committee or any other board committee of
the dual holding companies or any entity that is jointly controlled,
ditectly or indirectly, by the dual holding companies).

2. Inthe case of foreign private issuers with a two-tier board system, the term
board of directors means the supervisory or non-management board.

3. Inthe case of a listed issuer that is a limited partnership or limited liability
company where such entity does not have a board of directors or equivalent
body, the term board of directors means the board of directors of the
managing general partner, managing member or equivalent body.

4, The term control (including the terms controlling, controlled by and under
common control with) means the possession, direct or indirect, of the
power to direct or cause the direction of the management and policies of a
person, whether through the ownership of voting securities, by contract, or
otherwise.

5. The term dual holding companies means two foreign private issuers that:
i.  Are organized in different national jurisdictions;

ii.  Collectively own and supervise the management of one or more
businesses which are conducted as a single economic enterprise;
and

ili. Do not conduct any business other than collectively owning and
supervising such businesses and activities reasonably incidental
thereto.

6. The term executive officer has the meaning set forth in § 240.3b-7,

7. The term foreign private issuer has the meaning set forth in § 240.3b-4(c).

-12.



8. The term indirect acceptance by a member of an audit committee of any
consulting, advisory or other compensatory fee includes acceptance of such
a fee by a spouse, a minor child or stepchild or a child or stepchild sharing
a home with the member or by an entity in which such member is a partner,
member, an officer such as a managing director occupying a comparable
position or executive officer, or occupies a similar position (except limited
partners, non-managing members and those occupying similar positions
who, in each case, have no active role in providing services to the entity)
and which provides accounting, consulting, legal, investment banking or
financial advisory services to the issuer or any subsidiary of the issuer.

9. The terms listed and listing refer to securities listed on a national securities
exchange or listed in an automated inter-dealer quotation system of a
national securities association or to issuers of such securities.

Instructions to Rule 10A-3:

1. The requirements in paragraphs (b)(2) through (b)(5), (c}(3)(v) and (c)(3)(vi) of
this section do not conflict with, and do not affect the application of, any
requirement or ability under a listed issuer’s governing law or documents or other
home country legal or listing provisions that requires or permits shareholders to
ultimately vote on, approve or ratify such requirements. The requirements instead
relate to the assignment of responsibility as between the audit committee and
management. In such an instance, however, if the listed issuer provides a
recommendation or nomination regarding such responsibilities to shareholders, the
audit committee of the listed issuer, or body performing similar functions, must be
responsible for making the recommendation or nomination.

2. The requirements in paragraphs (b)(2) through (b)(5), (¢)(3)(v), (¢)(3)(vi) and
Instruction 1 of this section do not conflict with any legal or listing requirement in
a listed issuer’s home jurisdiction that prohibits the full board of directors from
delegating such responsibilities to the listed issuer’s audit committee or limits the
degree of such delegation. In that case, the audit committee, or body performing
similar functions, must be granted such responsibilities, which can include
advisory powers, with respect to such matters to the extent permitted by law,
including submitting nominations or recommendations to the full board.

3. The requirements in paragraphs (b)(2) through (b)(5), (c)(3)}(v) and (c)(3)(vi) of
this section do not conflict with any legal or listing requirement in a listed issuer’s
home jurisdiction that vests such responsibilities with a government entity or
tribunal. In that case, the audit committee, or body performing similar functions,
must be granted such responsibilities, which can include advisory powers, with
respect to such matters to the extent permitted by law,

4, For purposes of this section, the determination of a person’s beneficial ownership
must be made in accordance with Rule 13d-3.

-13-
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_The Audlt Commlittee of the Board of
Directors assists the Board of Directors In ‘
fulfilling Its responsibility for oversight of the quality and integrity of the
accounting, auditing, and reporting practices of the Company, and such
‘other duties as directed by the Board. The Committee's purpose Is to
oversee the accounting and financlal reporting processes of the Company,
the audits of the Company's financlal statements, the quallfications of the

. public accounting firm engaged as the Company's Independent auditor to
‘Prepare or Issue an audit report on the financial statements of the Company

- and internal control over financial reporting, and the performance of the
‘Company's Internal audlt function and independent auditor, The Committee
_revlews and assesses the qualitative aspects of financial reporting to

- shareholders, the Company's processes to manage business and flnanclal
risk, and compliance with signlficant applicable legal, ethical, and regulatory
requirements. The Committee'is directly responsible for the appolntment
(subject to shareholder ratfficatlon), compensation, retentlon, and oversight
- of the Independent auditor,

4_Tog of gagé

Membership _

‘The membership of the Committee conslists of at least three directors, all of
~ whom shall meet the Independence requirements established by the Board
and applicable laws, regulations, and listing requirements. Each member
shall' In the judgment of the Board have the abllity to read and understand

~ fundamental financlal statements and otherwise meet the financial

_sophisticatlon standard established by the requirements of the NASDAQ
Stock Market, LLC. At least one member of the Committee shall In the
judgmient of the Board be an "audit committee financial expert” as defined

" by the rules and regulations of the Securlties and Exchange Commission.
The Board appofnts the members of the Committee and the chalrperson,
The Board may remove any member from the Committee at any time with
or wlthout cause, :

Generally, no member of the Committee may serve on more than three
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~audit committees of publicly traded companies (including the Audit
Committee of the Company) at the same time. For this purpose, service on

- the audit committees of a parent and Its substantlally owned subsldiaries.
counts as service on a single audit committee, : '

4 Top of page

- Operations _
The Committee meets at least eight times a year. Additional meetings may
occur as the Committee or Its chair deems advisable. The Committee will

- ‘cause to be kept adequate minutes of Its proceedings, and will report on Its
act_lo'ns and activitles at the next quafterly meeting of the Board, Committee
members wlll be furnished with coples of the minutes of each meeting and
any-action taken by unanimous consent. The Committee Is governed by the
s.ame"rul_es regarding meetings (including meetings by conference telephone

.. or simllar cemmunications equipment), actlon without meetings, notice,
walver of notice, and quorum and voting requirements as are applicable to
the Board, The Commilttee Is authorized and empowered to adopt its own
rules of procedure not inconsistent with (a) any provision of this Charter,

_{b) any provislon of the Bylaws of the Company, or (c) the laws of the state
of WashIngton.

+ Top of page

Communications

The independent auditor reports directly to the Committee. The Committee
Is expected to malntain free and open communication with the independent
audltor, the internal auditors, and management, This communlcation will
Include. perlodic private executive sesslons wlth each of these parties,

- % Top of page

Education
' The Company Is responsible for providing new members with appropriate
-. orlentation briefings and educational opportunities, and the full Committee
~wlth educationa) resources related to accounting principles and procedures,
“current accounting toplcs pertinent to the Company, and other matters as
may be requested by the Committee. The Company will assist the
Committee in malntaining appropriate financlal literacy.

“ Top of page

Authority

-~ The Committee will have the resources and authority necessary to discharge
Its duties and respensibilities. The Committee has sole authority to retain
and terminate outslde counsel or other experts or consultants, as It deems
appropriate, Including sole authority to approve the flrms' fees and other
retention terms, The Company will provide the Committee with appropriate
funding, as the Committee determines, for the payment of compensatlon to
the Company's independent auditor, outside counsel, and other advisors as
it deems approprlate, and administrative expenses of the Committee that
are necessary or appropriate in carrylng out Its dutles, In discharging [ts
oversight rote, the Committee Is empowered to investigate any matter
brought to its attention. The Committee will have access to the Company's
books, records, facllitles, and personnel. Any communlcations between the
" Committee and legal counsel in the course of obtaining lega! advice will be
considered privileged communicatlons of the Company, and the Committee
will take all necessary steps to preserve the privileged nature of those
communications, i
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The Committee rnay_form and delegate authority to subcommittees and
" may delegate authority to one or more designated members of the
Committee, .

+ Top _'thu

Responsmllltles

The Committee's specific responsibilities In carrying out its oversight role
‘are dellneated in the Audit Committee Responslbilities Calendar, The
-Responslbllitles Calendar will be updated annually as necessary to reflect
changes in regulatory requirements, authorltative guldance, and evolving
overslght practices. "The most recently updated Responsibllities Calendar will
‘be consldered to be an addendum to this Charter,

The Committee relies on the expertise and knowledge of management, the
Internal auditors, and the Independent auditor In carrying out Its oversight
responsibilities. Management of the Company Is responsible for determining
the Company's financlal statements are complete, accurate, and In
accordance with generaily accepted accounting principies and establishing
-satlsfactory Internal control over financial reporting. The Independent
“audltor is responsible for auditing the Company's financial statements and
the effectiveness of the Company's Internal control over financlal reporting.
1t Is not the duty of the Committee to plan or conduct audits, to determine
that the financial statements are complete and accurate and In accordance
with generally accepted accounting principles, to conduct Investigations, or -
. to assure compllance with laws and regulations or the Company's standards

-of business conduct, codes of ethics, Internal policles, procedures, and
controls.

KEY: o= WHEN PERFORMED Audit Committee Meetings

Micr_es_oft Corporation Audit Committee Responsibilities
Calendar

RESPONSIBILITY
: Q1 Q2 Q3! Q4‘ As
: tReq d

1, . The agenda for Committee meetingswill ~ » i s 'w o o
be prepared In consultation between the C
Committee chalr {with input from the

: Committee members), Finance
management, the senior Internal audit :
* employee designated by the Committee to :
" act as its direct llaison (the "Internal Audit ! ; ‘ ;
. Executive"), and the independent auditor. ? ; -

2. Review and update the Audit Committee - . .
Charter and Responsibllities Calendar '
annualiy

3. Complete an annual evaluatlon of the .
Commlttee s performance ‘

4, - Provide a report In the annual proxy that .’
includes the Committee’s review and
. discussion of matters with management
and the independent auditor.

5. Include a copy of the Committee charter ..
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;

- Las an appendix to the proxy statement at

least once every three years

Appo!nt or replace the Independent

: auditor and approve the terms on which

l

ek

the independent auditor is engaged for
the ensulng flscal year

At least annually, evaluate the

~Independent auditor's qualifications,

: performance, and Independence, including ‘
‘i that of the lead partner. The evaluation

i
i
i

wlll Include obtaining a written report
from the independent auditor describing
the firm's. internal quality control

: procedures, any material Issues ralsed by
; ; the most recent Public Company
" Accounting Oversight Board Inspection,

Internal quallty control review, or PCAOB

! revlew, of the firm or by any inquiry or

b

|
|

g Investigation by governmental or
l professional authorities within the past

flve years, concerning an independent

i audlt or audits carrled out by the firm,

"“l

t

l.and any steps taken to deal with those
!Issues; and all relationships between the

Independent audltor and the Company

Resolve any disagreements between

management and the independent auditor

about flnanclal reportlng

Establlsh and oversee a policy deslgnatlng

: permissible services that the Independent -
i auditor may perform for the Company,

providing for preapproval of those

. eervlces by the Committee subject to the

de minimis exceptions permitted under

appllcable rules, and quarterly review of
| any services approved by the designated

- 10, -

{

o

'

-t

T2,

;'member under the pollcy and the flrm's

; non- audlt servlces and related fees

Revlew the responsibilltles resources,
. functlons, and performance of the
Company ] Internal audlt department

Revlew and approve the appolntment or
change in the Internal Audit Executlve

: Ensure rece!pt from the lndependent
auditor of a formal wrltten statement

;' delineating all relationships between the
[ auditor and the company, conslstent with
r Independence Standards Board Standard
“No. 1, and actlvely engage in a dlalogue
- with the auditor about any dlsclosed

- relatlonships or services that may Impact

the objectivity and independence of the
auditor;, and take appropriate action to

 oversee the independence of the
. Independent auditor.
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13. : Advise the Board about the Committee's | s |

! determination whether the Committee C

: conslsts of three or more members who .

: : ; are financially literate, Including at least ;

' . - one member who has financlal :
! , sophlstlcatlon and Is a financial expert

. — B T S

14, ‘ Inqulre of management, the Internal Audlt i i {od
! Execltive, and the independent auditor oo |
! about slgnificant risks or exposures, - i .
! review the Company's policles for risk [
' ’ assessment and risk management, and = ' 1
assess the steps management has taken i

to control such rlsk to the Company

B SN e e o

15 Revlew wlth Flnance management the L. e Poe
a 3 Independent auditor, and the Internal : 5 :
» Audlt Executlve the audit scope and plan, _ !
i | and coordination of audit efforts to ensure - i
; completeness of coverage, reduction of : : ; ;
“ redundant efforts, the effective use of S :
" audit resources, and the use of : ' ;
Independent public accountants other = ! ‘
- _than the appolnted auditors of the : . ‘
. §Company _ SR
16 ' Review wlth Finance management the
. independent auditor, and the Internal
' Audlt Executive

S - (R, J—

?.a The Company s annual assessment of

! the effectlveness of Its Internal controls
" and the independent auditor's attestation. | |

. b. The adequacy of the Company's e s e »
~Internal controls, Including computerized :
: Informatlon system controls and securlty.

‘¢, Any "materlal weakness” or "significant s e ® ®
" deficlency In the design or operation of :
-Internal control over financlal reporting,

© and any steps taken to resolve the Issue.

- d. Any related significant findings and ‘ 1 f ..
" recommendations of the independent ‘ ‘ ' '
. audltor and Internal audlt together with

- management 5 responses

17, ‘Revlew with Finance management any . . | " N )
- slgnificant changes to GAAP and/or MAP
‘ pollcles or standards

‘_ 18. Review wlth Finance management and the i e : : .
' - Independent auditor at the completion of :
' 'the annua] audit

a. The Company's annual ﬂnanclal ,

statements and related footnotes, and f i
" recommend that the audited financial :

staterments be Included 1n the Form 10-K.

b The Independent auditor 5 audit of the
financial statements and Iits report

-18-



. Micros_eft_"Ce.rporation AuditCOtnxﬁittee' Charter and Respeneibiltties Calendar " Page 6 of8 .

" thereon, Including any matters to be :
" 'communicated by the Independent auditor ©+ - - . !
- 1 pursuant to Sectlon 10A of the Securitles | ‘ ;
B f-,Exchange Act of 1934 S

el Any sngnlficant changes requfred in the
. Independent audltors audit plan
[ o
1

rm———— e e

d Any serious difficultles or dlsputes wlth ; i

i‘management encountered during the : : % [
i course of the audit, and management's . l ;
i - 7_?response

.............................................

e, Other matters related to the conduct of P
' the audit, which are to be communicated : L
to the Committee under generally
; accepted audltlng standards :

19. Review wlth Flnance management and the : . '-_
! 1 Independent auditor at |east annually the ‘
o 5_Cor_npany‘s critical accounting policles,

20, - -Review policles and procedures with : B N R )

: respect to transactlons between the ‘ o ;
: Company and officers and directors, or : j 1 : 5
- affiliates of offlcers or directors, or _f '
; transactlons that are not a normal part of

the Company's business, and review and

. approve those related-party transactions

. that would be disclosed pursuant to SEC S

S Regulation S K Item 404, P

21 l Review. with F{nance management and the

| L]
: , l Internal Audit Executlve
I

|

!

. a Slgnlﬂcant f|nd|ngs by the Independent 1 ; i ‘
 auditor or the Internal Audit Executlve j i ; :
. during the year and management ] o _
‘ responses . , ; ﬁ .

b, Any dlfflcultles encountered In the

‘course of thelr audit work, Including any
restrictions on the scope of thelr work or
- access to requlred lnformation -

e Any changes required 1n planned scope
: of the!r audlt plan

P22, Partlclpate In atelephonlc meeting among * = e e
- .. Finance management, the Internal Audit b
. . Executlve and the Independent auditor

i ‘before each earnings release to review the
earnings release, financiai Information, ‘
use of any non-GAAP Information, and
earnings guldance

23. Revlew ‘with Flnance management and the : e . s .o @

! Independent auditor the Company's ‘ o :

" quarterly financlal statements and
analyses prepared by management

" setting forth significant financial reporting

issues and judgments made in connection

with the preparation of the financlal

-19- ' i eaa
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S _ : :

. istatements, including analyses of the i
effects of alternative GAAP methods on
the Fnanclal staternents

24 Review wlth the lndependent audltor the o o o‘o ;
' followlng ‘ ' :

3 U

Pa. Alternative treatments of financlal

i i information within generailly accepted :

l | accounting principles related to materlal oo

; ! ltemis that have been discussed with i

) Vo g management, ramifications of use of the '
' 1 alternative disclosures and treatments,

i ,'and the-treatment preferred by the '

i independent auditor. - j

,_._._n,.,, oinide

! b. Other materlal written communications i i .
b " between the Independent auditor and ! o
; management (e.g.,scheduie of unadjusted |
dlfferences)

RS e e

! 25 Revlew with F!nance management the C e :

Internai Audit Executive and the | oL

! Independent auditor the periodic reports oo

: of the Company (including the disclosures : ; : ‘ |

! under "Management's Discussion and e

 Analysls of FInancial Condition and Results = 1

* of Operations") and other financial fillngs | ;. &
wlth the SEC prior to fillng with the SEC, : ’

; 26, After revlew, recommend to the Board C .
‘ . acceptance and Incluslon of the annual !
 audited financlal statements In the ‘

' Companys Annual Report on Forrn 10 K. i

1

i

s
27 ' n connectlon wlth each perlodlc report of | » | ; :
g t the Company, review ; 5 i

- : ‘ T} a. Managements dlsclosure to the S T B ,

| N “Committee and the independent auditor t \ P [

| ! under Sectlon 302 of the Sarbanes-Oxley = | ‘ | L
. -1 Act, Including Identified changes In Lo oy

i internal control over financlal reporting. S

; b. The contents of the Chief Executive

" Officer and the Chief Financlal Officer

- certificates to be filed under Sections 302
and 906 of the Sarbanes-Oxley Act and
the process conducted to support the

- certlficatlons

.28, Monltor the approprlate standards ? e .
‘ adopted as a code of conduct for the !
;-Company

i 29. "Revlew with the Compl]ance Offlcer legal ‘o o - s @
: “-and regulatory matters that may have a :
- material Impact on the financial
. statements, related Company compliance
-i policles and programs, and reports
‘ recelved from regulators

. 30. ; Develop, review and oversee procedures ' . ; —

S -20-



Microsoft Corporation Audit_'_Cemmittee Charteér and R__espensibilities Celenda_r ' ‘Page 8 of 8 )

K for (i) receipt retention, and treatment of P ' ;
. | complaints received by the Company" SR b
¢+ iregarding accounting, internal accounting ¢ f ¢ |
; " i controls, and auditing matters and (if) the 1 E ; , : !
S confidentlal anonymous submisslon of g ! i ‘ '
: f employee concerns regarding accounting ! :
L or aud!ting matters
: 31._Q Meet with the independent audttor in e ie e
. executlve sesslon to discuss any matters i ¢
_ . the Committee or the Independent auditor | .
. ! belleves should be discussed privately R
: !wlth the. Audit Committee. - } 4 o
RN J—— [EE U IO U PN PR NURIE SR S
32. | Meet with the Internal Audit Executive In . Pe L el e '
S executive session to discuss any matters | | |
I ! the Committee or the Internal Audit S
: : Execulivé belleves should be discussed P
} prlvately with the Audlt Commlttee : | o i 1
033, Meet with Fl_nance man_agement In - oo e
: ! executive sesslon to discuss any matters ' i oo
| the Committee or Finance management P ;
i belleves should be discussed privately P P -
-, with the Audit Committee. ; ; o |
' 34, Set clear hlrlng policies for the Company S ! : .
© ! hiring of employees or former employees . . i
| of the Independent auditor who were - . = . i '

‘ engaged In the Company's account, and
" ensure the policies comply with any '
: regulations applicable toe the Company.

Revised: July 1, 2008
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Check Point Software Technologies Ltd.
Audit Committee Charter

PURPOSE OF THE AUDIT COMMITTEE

The purpose of the Audit Committee of the Board of Directors of Check Point Software
Technologies Ltd. is to (i) oversee and monitor the Company’s {inancial reporting process
and systems of internal controls regarding finance and accounting on behalf of the Board of
Directors, (ii) reveal improprieties in the management of the Company, in consultation with
the Company’s internal auditor and independent auditors, and (iii) review and pass upon
those transactions for which audit commiitee approval is required pursuant to Israel’s
Companies Law.

RESPONSIBILITIES OF THE AUDIT COMMITTEE

The Board of Directors recognizes that the Company’s management is responsible for
preparing the Company’s financial statements and that independent auditors are responsible
for auditing those financial statements. In fulfilling these responsibilities, management and
the independent auditors are ultimately accountable to the Audit Committee and the Board of
Directors,

Nothing in this Charter should be construed to imply that the Audit Committee is required to
provide or does provide any assurance or certification as to the Company’s financial
statements or as to its compliance with laws, rules or regulations. In order to fulfill its
oversight responsibility, the Audit Committee must be capable of conducting free and open
discussions with management, internal and independent auditors, employees and others
regarding the quality and integrity of the financial statements and the system of internal
controls.

The specific duties of the Audit Committee shall be as follows:
Independent Auditors

1. Appoint an independent accountant to audit the financial statements of the Company
or to perform other audit, review or attest services for the Company, and terminate the
engagement of the independent auditors, subject to the ratification and approval by the
Company’s sharcholders to such appointment or termination, in each case, to the extent
required by Israeli laws; review and approve in advance the fees and terms of all audit
services and all non-audit services permitted under Israeli laws and regulations, U.S.
securities laws and regulations and the regulations of the Relevant Listing Authority (as
hereinafter defined), after such authority is delegated to the Audit Committee by the Board of
Directors and subject to the ratification and approval by the Company’s shareholders of such
compensation, to the extent required by Israeli laws. Approval of audit and pérmitted non-
audit services may also be made by one or more members of the Audit Committee as shall be
designated by the Audit Committee or the chair of the Audit Committee and the member or
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members granting such approval shall report such approval to the Audit Committee at the
next scheduled meeting.

2, Ensure the auditors’ independence by:

(i) ensuring that the auditors at leasi annually submit to the Audit Committee a formal
written statement delineating all relationships between the auditors and the Company;

(i)  actively engaging in a dialogue with the auditors with respect to any disclosed
relationships or services that may impact their objectivity and independence, including under

modified or supplemented);

(i)  reviewing any relationships between the auditors and the Company, or any other
relationship, that may adversely affect independence; and

(iv)  evaluating with the assistance of the Company’s management the qualifications,

performance and independence of the independent auditor, including the lead partner of the
independent auditor.

3. Annually require the auditors to confirm in writing their understanding of the fact that
they are accountable to the Audit Committee,

4, Annually review the auditors’ proposed audit plan and approach, as well as staffing
and timing of the audit and related matters,

5. Obtain from management, review and approve, a description of issues and responses
whenever a second opinion is proposed by management to be sought from another outside
accountant,

Financial Statements

6. Conduct a post-audit, pre-issuance review of the Company’s annual financial
statements, any judgments or reporting issues in connection therewith, the independent
auditors’ opinion thereon, and any significant difficulties or disagreements between the
independent auditors and management in connection with the Company’s financial
statements. Review the Company’s critical accounting policies and any changes thereto.

7. Discuss the annual financial statements with the appropriate officers and/or
employees of the Company and with the independent auditors, and discuss with the auditors
the matters required to be discussed by relevant auditing standards, including the quality, and
not just the acceptability, of the critical accounting policies and underlying estimates used in
the financial statements. Consider the impact of acceptabie alternative accounting principles
that are communicated by the independent auditor, internal auditors or the Company’s
management. Resolve any disagreements between the independent auditors and management
of the Company,

8. If the Audit Committee finds the annual financial statements acceptable, recommend
to the Board of Directors that they be included in the Company’s annual report on Form 20-F .
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9. Prepare a report to the shareholders of the Company in each proxy statement, to the
extent required by applicable law, the rules and regulations of the Securities and Exchange
Commission (the “Commission”) or any Relevant Listing Authority (as hereinafter defined).

10.  Review with the Company’s management and the independent auditors the quarterly
earnings releases and the schedule of unrecorded adjustments to the Company’s financial
statements and the reasons underlying the Company’s assessment of the immateriality of such
adjustments.

11. With regard to any public filings, releases or reports that include financial statements
or data, the Chairman of the Audit Committee and/or any member or members of the Audit
Committee whom he or she designates, shall review with management and the independent
auditor the financial statements or data to be included in such filing, release or report prior to
filing or release thereof.

Internal Accounting and Control Functions

12.  Review the adequacy of the Company’s system of internal accounting and financial
controls.

13. At least annually review the quality of internal accounting and financial controls, the
independent auditors’ report or opinion thereon and any recommendations the independent
auditors may have for improving or changing the Company’s internal controls, as well as
management’s letter in response thereto and any other matters required to be discussed under
Statement of Auditing Standards No. 61 (as it may be modified or supplemented).

14.  Review the Company’s major financial risk exposures and the steps management has
taken and proposes to take to monitor and control such exposures.

15.  Establish procedures for the receipt, retention and treatment of complaints regarding
accounting, internal accounting controls or auditing matters, including procedures for the

confidential, anonymous submission by employees of concerns regarding questionable
accounting or auditing matters.

15A. Appoint/recommend to the Board of Directors for appointment and evaluate, in
consultation with executive management, the Company’s internal auditor.

15B. Review and approve the budgets and staffing for the internal auditor and staff,
15C.  Annually review the results of the internal auditor’s reviews and audits.
I15D. Review proposed future internal audit plans.

General

16. Annually review the Audit Committee Charter, and any provisions of the Company’s
articles of association, which refer to the Audit Committee, and propose to the Board of
Directors necessary or appropriate revisions.
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17.  Prior to the beginning of each fiscal year, the Chairman shall draft a proposed
schedule of the Audit Commitlee’s activities for the coming year, and the times at which such
activities shall occur, including preliminary agendas for each proposed meeting of the Audit
Committee, which shall be submitted to the Audit Committee for its review and approval,
with such changes as the Audit Committee shall determine to be appropriate.

18.  Engage independent counsel and other advisors as the Audit Committee determines
necessary to carry out its duties. The Company shall provide appropriate funding to the
Committee to pay the independent auditors and any advisors employed by the Audit
Committee, as well as ordinary administrative expenses of the Audit Committee that are
necessary or appropriate in carrying out its duties.

Reporting Responsibilities

19. Periodically report its activities, concerns, conclusions and recommendations to the
Board of Directors.

AUTHORITY

20.  The Audit Committee and each of its members may communicate directly and/or
privately with the Company’s directors, officers, employees, consultants, agents, internal
auditors, independent auditors, counsel (including inside and outside counsel) and advisors,
and any and all third parties in the performance of the Audit Committee’s functions.

21.  The Audit Committee may cause an investigation to be made into any matter within
the scope of its responsibilities under this Charter, as the Audit Committee deems necessaty,
or as otherwise requested by the Board or Directors. The Audit Committee may require
Company personnel to assist in any such investigation.

COMMITTEE MEMBERSHIP

22.  The membership of the Audit Committee shall consist of three or more directors cach
of whom shall:

() have been appointed by the Board of Directors;

(i)  be free of any relationship to the Company which, in the opinion of the Board of
Directors, may interfere with the exercise of independence from management and the
Company or could influence his or her judgment as a member of the Audit Committee;

(iii)  otherwise meet the requirements of independence prescribed by Israeli law, United
States securities laws and regulations or the rules and regulations of The Nasdaq Stock
Market or any other market on or through which the Company’s securities may be traded (the
“Relevant Listing Authority™), as such rules may be amended from time to time; and

(iv)  be or shall become (within a reasonable period of time after his or her appointment to
the Committee) “financially literate,” as such qualification is interpreted by the Board of
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Directors in its discretion (subject to any requirements prescribed by Israeli law, United
States securities laws, the rules and regulations of the Commission or the rules and
regulations of the Relevant Listing Authority).

In addition, at least one member of the Audit Committee shall be a financial expert, as such
qualification is determined by the Board of Directors in its discretion (subject to any
requirements prescribed by Israeli law, United States securities laws, the rules and regulations
of the Commission or the rules and regulations of the Relevant Listing Authority).

23. The Board of Directors reserves all authority permitted under Israeli law, United
States securities laws, the rules and regulations of the Commission, and the rules and
regulations of the Relevant Listing Authority in connection with any matter referred to in this
Charter, including but not limited to the determination of independence of Audit Committee
members.

MEETINGS

24.  The Audit Committee shall meet as often as necessary to fulfill its functions as
determined by the Committee, but not less than once during each calendar quarter.
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TEVA PHARMACEUTICAL INDUSTRIES LIMITED

AUDIT COMMITTEE CHARTER

As amended February 27, 2006

Status
The Audit Committee is a committee of the
Board of Directors (the “Board*),

Membership

The Audit Committee shall consist of three or
more directors (other than the Chairman of the
Board), all of whom, in the judgment of the
Board of Directors, shall be independent in
accordance with the requirements of the Israeli
Companies Law - 1999 (the “Companies Law™),
the U.S, Securities and Exchange Commission
(the “SEC”) and NASDAQ. The Commiltee
shall include the Company’s two (2) independent
external  directors (“Statutory Independent
Directors”) elected in accordance with the
Companies Law. Each member shall have, in the
judgment of the Board of Directors, the ability to
read and understand the Company’s basic
financial statements. A member of the Audit
Committee shall be, in the judgment of the Board
of Directors, an audit committee financial expert
in accordance with the rules and reguiations of
the SEC and may also serve as the audit
committee financial expeit who, in the judgment
of the Board of Directors, shall have accounting
or related financial management expertise in
accordance with NASDAQ listing standards.
The Chairman of the Committee (“Chairman™)
shall be designated by the Board,

Purpose

The Audit Committee shall represent and assist
the Board of Directors with the oversight of: (a)
the integrity of the Company’s financial
statements, (b) the qualifications and
independence of the Company’s independent
auditors, (c) the effectiveness of the Company’s
internal controls, (d) the performance of the
Company’s internal audit function and the
independent auditors (¢) management's antifraud
program and conirols, including identification of
fraud risks and implementation of anti-fraud
measures, and (f) in accordance with the
Companies Law, approve any transaction or acts
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requiring its approval and to find defects, to the
exbent such exist, in the business management of
the Company, in consultation with the
Company’s independent auditors and internal
auditor, and to propose to the Board ways of
correcting them. Except as otherwise required by
applicable laws, regulations or listing standards,
all major decisions are considered by the Board
of Directors as a whole,

Responsibilities

1. Select and retain (subject to approval by the
Company’s shareholders), and terminate
when appropriate, the independent auditors,
set the independent auditors® compensation
(subject to approval by the Company’s
shareholders and/or the board of directors),
oversee and evalvate the work of the
independent auditors and pre-approve all
audit services to be provided by the
independent auditors,

2, Pre-approve all permiited non-audit services
to be performed by the independent auditors
and establish policies and procedures for the
engagement of the independent auditors to
provide permifted audit and non-audit

services. .
3. At least annually, receive and review: (a) a
report by the independent auditors

describing the independent auditors’ internal
quality-control procedures and any material
issues raised by the most recent internal
quality-control review, peer review or Public
Company Accounting Oversipht Board
(“PCAOB™) review, of the independent

auditing firm, 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 firm,
and any steps taken fo deal with any such
issues; and (b) other required reports from
the independent auditors.



At least annually, consider the independence
of the independent auditors, including
whether the provision by the independent
auditors of permitted non-audit services is
compatible with independence, and obtain
and review a report from the independent
auditors describing all relationships between
the auditors and the Company.

Review with the independent auditors: (a)
the scope and results of the audit; (b)
significant financial reporting issues and
judgments made in connection with the
preparation of the Company's financial
statements  including critical accounting
policies, judgments made in connection with
the preparation of the financial statements
and analyses of the effects of alternative
US. generally accepted accounting
principles (“U.S. GAAP”), (c) any problems
or difficulties that the auditor encountered in
the course of the audit work, and
management’s response; (d) any accounting
adjustments that were proposed by the
independent auditors but were “passed” (as
immaterial or otherwisc) and any material
communications between the audit team and
the independent auditors’ national office
respecting auditing or accounting issues
presented by the engagement; and (¢) any
questions, comments or suggestions the
auditor may have relating to the internal
controls, and accounting practices and
procedures, of the Company or its
subsidiaries.

Review, at least annually, the scope and
results of the internal audit program,
including then current and future programs
of the Company’s internal auditor,
procedures for implementing accepted
recommendations made by the independent
auditors, and any significant matters
contained in reports from the internal
auditor.

Review with the independent auditors, the
internal aunditor and management: (a) the
adequacy and cffectiveness of the systems of
internal controls (including any significant
deficiencies and significant changes in
internal controls reported to the Audit
Committee by the independent auditors or
management), accounting practices, and
disclosure controls and procedures {(and
management reports thereon), of the
Company and its subsidiaries; (b) any
material written communications between
the independent auditors and management,
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10.

11.

12.

such as any management letter or schedule
of unadjusted differences; and {c) current
accounting trends and developments, and
take such action with respect thereto as may
be deemed appropriate.

Review with management and the
independent auditors the annual and
quarterly financial statements of the

Company, including: (a) the Company’s
disclosures under “Operating ‘and Financial
Review and Prospects;” (b} any material
changes in accounting principles or practices
used in preparing the financial statements
prior to the filing of a report on Form 20-F
or 6-K with the SEC; and (c) the items
rcquired by Statement of Auditing Standards
61" as in effect at that time in the case of the
annual statements and Statement of Auditing
Standards 1007 as in effect at that time in the
case of the quarterly statements,
Recommend to the Board of Directors,
based on the review described in paragraphs
4 and 8 above, whether the financial
statements should be included in the annual
report on Form 20-F.

Review, from time to time with the
Company's management, earnings press
releases, as well as Company policies with
respect to earnings press releases, financial
information and earnings guidance provided
to analysts and rating agencies,

Discuss Company policies with respect to
risk assessment and risk management,
including any off-balance sheet
arrangements, and review contingent
liabilities and risks that may be material to
the Company and major legislative and
regulatory  developments which could
materially impact the Company’s contingent
liabilities and risks. ‘

Review: (a) the status of compliance with
laws, regulations, and internal procedures;
and (b) the scope and status of systems
designed to promote Company compliance
with laws, regulations and internal

'Statement of Accounting Standards 61 relates to
the requirement for the auditor to determine that
certain matters relating to the conduct of an audit
are communicated to the Audit Committee.

? Statement of Auditing Standards 100 was
issued to provide additional guidance on
performing reviews of interim financial
information and to incorporate the requirement
of the SEC for timely filings of interim financial
information.



13.

14.

15.

16.

17.

procedures, including the Company’s Code

of Business Conduct, through receiving

reports from management, legal counsel and
third parties, as determined by the Audit

Committee.

Establish procedures for the confidential and

anonymous receipt, retention and treatment

of complaints regarding the Company’s
accounting, internal confrols and auditing
matters, as well as for the confidential,
anonymous submissions by Company
employees of  concerns regarding
questionable accounting or auditing matters.

Establish policies for the hiring of

employees and former employees of the

independent auditors.

Obtain the advice and assistance, as

appropriate, of independent counsel and

other advisors as necessary to fulfill the
responsibilities of the Audit Committee, and
receive appropriate funding from the

Company, as determined by the Audit

Committee, for the payment of

compensation to any such advisors,

Conduct an annual performance evaluation

of the Audit Commititee and evaluate the

adequacy of its charter,

Approve, in accordance with the Companies

Law and NASDAQ requirements, and

subject to Board and/or  shareholder

approval to the extent required, any

a. propesed fransaction in which an
executive officer or director of the
Company (an “office holder”) has a
direct or indirect personal interest and
which is outside the ordinary course of
the Company’s business, which is not in
accordance with market conditions or
which may materially influence the
earnings, assets or liabilities of the
Company;

b. amaterial action that may otherwise be
deemed to constifute a breach of the
duty of loyalty of any office holder,
provided that such action is done in
good faith and does not cause the
Company harm;

c. terms of service of directors (including
terms of their employment as officers of
the Company),; and

d. indemnification, insurance
exemptions to office holders;

subject, in each case, to the condition that

the transaction does not harm the

Company’s welfare, as determined by the

Committee. The Committee shall not be

and
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entitled to grant these approvals, unless at
least one of the two Statutory Independent
Directors was present at the meeting in
which the approval was given.:

Meetings

The Audit Committee shall meet at least six
times each year and at such other times as it
deems necessary to fulfill its responsibilities.
The Company’s internal auditor and the
independent auditors shall be given notice of
Committee meetings and shall be entitled to
participate therein, subject to determination by
the Committee to exclude them from all or any
part of the meeting. Upon the request of the
Company’s internal auditor to convene a meeting
of the Committee to discuss a particular matter,
the Chairman shall convene such meeting within
a reasonable time following the date of the
request, provided that the Chairman shall believe
that there is a good reason for such a meeting.
The Audit Commiftee shall periodically meet
separately, in  executive session, with
management, the internal auditor and the
independent auditors. The Committee shall
periodically report to the Board of Directors with
respect to  its  activities and  make
recommendations to the Board of Directors as
appropriate,

Limitation of Comimittee’s Role

While the Committee has the authority, powers,
and responsibilities set forth in this Charter, it is
not the duty of the Commitiee fo plan or conduct
audits or to determine that the Company’s
financial statements and disclosures are complete
and accurate and are in accordance with U.S.
GAAP and applicable legal, accounting, and
other  requirements. These are the
responsibilities of the Company's management
and independent auditors.

Charter Amendment

Any member of the Commitice may submit
proposed Charter amendments to the Board. The
Board shall circulate any proposed charter
amendment(s) to members of the Committee
immediately upon receipt. By a majority vote,
the Board may approve the amendments to this
Charter.



Audit Committee Best Practices’

Important Qualities

To be effective, audit commitiee members should be:

» prepared to devote a significant amount of time to service on the audit committee;

* able, and willing, to inform themselves about the company and its industry so that
they can thoughtfuily and objectively analyze the company’s financial reporting
processes, financial statements and financial disclosures; and

» willing to ask tough, probing questions of management, the internal audit
department (if the company has one) and the independent auditors regarding these
matters and to be persistent in getting adequate answers to their questions.

Best Practices — Additional Considerations

We recommend that the Board evaluate the following additional considerations when
determining how to increase audit committee member independence and financial literacy:

* implementing training and education programs to ensure that audit committee
members remain current on recent accounting and finance developments;

* increasing the number of audit committee members to include more than the
minimum number required by Nasdaq and the NYSE;

= prohibiting directors who are not considered “independent” from serving on the
audit committee, even if permissible under “exceptional and limited” circumstances;

* avoiding even the appearance of impropriety by making certain that no member of
the audit committee has any business or family relationship with the company or its
management team, other than as a director;

= distributing to potential audit committee members a written description of the
qualifications, responsibilities and time commitments expected;

* considering whether it is advisable to limit the term of audit committee members;

* evaluating whether audit committee members are receiving an appropriate level of
compensation given their responsibilities;

* evaluating whether the company’s charter, bylaws and director indemnification
agreements provide adequate protections for audit committee members; and

* evaluating whether the company’s D&O insurance policy provides adequate
coverage to audit committee members.

Principal Functions of the Audit Committee

The audit committee assists the Board in fulfilling its statutory and fiduciary oversight
responsibilities relating to the company’s financial accounting, reporting and conrols. Its
principal functions are to:

! Excerpted from Audit Committee Duties and “Best Practices,” Fenwick & West LLP, Corporate &
Securities Law Update,
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* monitor the periodic reviews of the accounting and financial reporting processes and
systems of internal control that are conducted by the company’s independent
auditors, financial and senior management and internal auditing department (if the
company has one); and

* review and evaluate the independence and performance of the company’s
independent auditors,

In performing these oversight functions, the Board and audit committee should seek to
oversee the adoption of quality accounting policies and internal controls, and hire effective
independent auditors, in order to deter fraud, anticipate financial risks and promote
accurate, timely and meaningful disclosure of financial and other information to the
Board, the public and the SEC,

Each company faces its own unique circumstances, so each audit committee should tailor
its practices to address those circumstances. The following “best practices” are
suggestions intended as a guide to assist audit committees in establishing practices and
procedures that are appropriate for their particular companies.

Best Practices — Monitoring the Accounting and Financial Reporting Processes and
Systems of Internal Control

In monitoring a company’s accounting and financial reporting processes and systems of
internal control, an audit committee could consider the following “best practices”:

Conduct and Timing of Meetin g5

* hold audit committee meetings without restrictions or time constraints at least
quarterly;

" maintain minutes of each meeting;

* schedule audit committee meetings well in advance to coincide with completion of
each quarter’s financial statements and prior to finalizing the company’s quarterly
earnings release;

" distribute written materials for review by the audit committee sufficiently in
advance of the meeting;

" meet separately with each of the key players involved in the financial reporting
process — members of management, the internal audit department (if the company
has one} and the independent auditors — at least once per quarter to review internal
controls, the fullness and accuracy of the company’s financial statements, the
financial reporting process and other appropriate matters;

* communicate openly and effectively (in and out of scheduled meetings) with
management, the internal audit department (if the company has one) and the
independent auditors;

* periodically report to the Board of Directors on significant matters related to the
audit committee’s responsibilities;

Set Policies Regarding Required Notifications
* establish policies for when and how the audit committee will be notified of
important events, such as:
- proposed changes in accounting principles;
- disagreements between management and the independent auditors;
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- significant changes in management’s estimates;
- use of any non-GAAP accounting principles; and
- unusual financial statement adjustments above a specified dollar threshold;

Review the Adequacy of Internal Controls at Least Quarterly

monitor and discuss (with management, the internal audit department (if the
company has one) and the independent auditors) the company’s internal control
structure to determine whether the company’s policies are working and are
responsive to the current environment;

evaluate weaknesses or breakdowns in the company’s internal control system,
monitor control breakdowns of competitors and re-examine relevant areas within the
compary;

evaluate whether internal controls are enforced consistently, requiring management
{o follow the same controls as general staff;

evaluate the adequacy of the humber of personnel devoted to internal control
procedures, including whether key functions are segregated, and the quality of
personnel in key internal control positions;

Mounitor the Company’s Internal Audit Function

review on at least an annual basis, and participate in, the budget and staffing for the
internal audit department (if the company has one);

review the internal audit function on at least an annual basis, including the
independence and authority of its reporting obligations and the coordination of the
company’s internal audit personnel with management and independent auditors;
review the assignments and priorities for the internal audit team;

meet with the internal auditors at least quarterly to discuss the preparation of
company’s financial statements, the adequacy of the company’s financial reporting
processes, the company’s internal control structure, the internal auditors” methods of
risk assessments, the results of those assessments and other appropriate matters;

General Review and Discussion of Financial Statements and Financial Disclosures at
Least Once Per Quarter

review and discuss the quarterly and audited financial statements with management
before they are released publicly;

review the content, tone and quality of the text of each earnings release, including
the adequacy and presentation of any pro forma earnings disclosures;

review the company’s Forms 10-Q and 10-K before they are finalized and filed with
the SEC, in particular Management’s Discussion and Analysis (“MD&A™);

review the company’s financial disclosures (in press releases and SEC filings) for
understandability and transparency;

in connection with the audit committee’s review and discussion of quarterly and
annual financial statements and financial disclosures, address the following (among
other things) in discussions with management and, where appropriate, the
independent auditors:

- the company’s business, overall business environment and risks, including
business and industry trends, the company’s competitive position and strategy
and how the company is affected by current economic conditions;

- analyst and press reports, and competitors’ statements, about the company, its
competitors and its industry, and how the company is responding to relevant
issues and risks;
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- differences in reported versus planned results;

- how the company’s results differ from its competitors;

- the impact of the loss of a significant customer or supplier;

- seasonality effects;

- the impact of items that are not likely to be recurring;

- segments of the company’s business that have a disproportionate impact on the
company’s revenue and results of operations;

- the company’s liquidity situation, including the potential effects of offbalance
sheet arrangements, covenants in debt and other agreements and trading
activities;

- any related-party transactions;

- the risk of misstatements in the company’s financial statements or in MD&A;

- risks related to the creditworthiness of the company and its customers;

- the impact of changes in company sales policies (for example, the level of
discounts given to customers or the length of customer payment periods);

- the volume of sales transactions closed near the end of each quarter;

- the existence of any reciprocal or barter transactions;

- the company’s investments in customers or suppliers;

- the existence of any transactions that raise form over substance issues;

- the company’s creation of any special purpose entities;

- the company’s policies about managing and assessing risk; and

- the status of legal and regulatory matters (also discuss with inside and/or outside
legal counsel);

Review and Discuss Accounting Policy Issues at Least Once Per Quarter

discuss with management the company’s selection, application and disclosure of its
“critical” accounting policies in MD&A;
discuss significant estimates and judgments made by management in choosing and
applying its accounting policies;
discuss with management and the independent auditors the quality, not just the
acceptability, of the accounting principles used by management, including
alternative accounting methods within GAAP;
discuss with management and the independent auditors the likelihood that materially
different amounts would be reported under different conditions or using different
assumptions in applying the company’s accounting policies;
consider how management’s accounting choices affect the consistency, clarity and
completeness of the financial statements and related disclosures;
consider how the company’s accounting principles differ from industry norms;
discuss with management any new accounting policies or proposed changes in
accounting policies;
examine accounting policies relating to the timing of transactions and the period in
which they are recorded,;
inquire about and analyze any changes in the way items are accounted for;,
question the guidelines management uses to determine what is and is not material;
study items deemed “immaterial” and understand why this is so;
discuss other significant or unusual accounting matters, such as:
- the company’s revenue recognition policies and compliance with relevant
accounting standards, including Staff Accounting Bulletin No. 101, and any
trends that are affecting the company’s recognition of revenue (such as an
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increase in period end shipments, changes in the mix of sales by distribution
channel or type of customer and changes in the mix of products and services);
restructuring charges;

the use of reserves and accruals;

the effect of acquisitions and dispositions on revenues and earnings;
impairment assessments for inventory, goodwill and other long-lived and
intangible assets;

contingent liabilities; and

accounting for marketable debt and equity securities;

* discuss with management any second opinions it has sought from other outside
auditors;

Address Risk of Fraudulent Reporting
* review approval authority for entering into significant transactions;
* assess the risk of fraudulent financial reporting by inquiring about common red
flags, including the following:

cash flow problems;

requests to change the external auditors;

large or unusual transactions at or near year end;

material transactions with related parties;

off balance sheet transactions involving special purpose entities;
overly complex transactions which suggest form over substance;
missing records of the company;

side arrangements;

unusual variances in the company’s financial results;

significant changes in income tax rates;

warnings or complaints from employees; and

sudden turnover in key management positions;

Review Duties and Performance of Audit Committee

» review and reassess at least annually the adequacy of the audit committee’s charter;

* review at least quarterly the committee’s intention, and ability, to fulfill all of the
duties set forth in the audit committee charter;

" review at least annually the audit committee’s performance, including an assessment

from the Board of Directors as a whole;

Review and Address Issues Raised in Annual Management Letter
= promptly review with management, the internal audit department (if the company
has one) and the independent auditors all recommendations made by the
independent auditors in their annual management letter;
* approve a schedule for implementing any recommended changes as a result of the
annual management letter and monitor compliance with the schedule;

Assess the Audit Committee’s Role in Monitoring Compliance with the Company’s Code

of Conduct and the Law
* consider whether the audit committee should assume responsibilities in connection

with monitoring compliance with the company’s code of ethical conduct (if it has
one) and legal compliance, including the following:

reviewing the company’s code of ethical conduct;
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- reviewing reports that summarize the company’s monitoring of compliance with
its code of ethical conduct and legal compliance;

- reviewing the fairness of any proposed material transaction between
management of the company and the company (excluding transactions that are
subject to review by the Compensation Committee of the Board); and

- making recommendations regarding such transactions to the Board;

Other Key Functions and Powers

review and assess the qualifications and performance of the company’s management
with respect to financial reporting and disclosure issues;

ensure that the audit committee has unrestricted access to company personnel and
documents;

ensure that the audit committee has the ability to conduct special investigations into
matters within the scope of its duties;

ensure that the audit committee has the power to retain outside legal counsel

experts and other advisors (such as independent forensic accountants);

evaluate whether the company has in place processes that will provide audit
committee members with adequate information from the company in order for them
to be well informed with respect to the company’s financial operations, including
details regarding the company’s operating results, significant press releases made by
the company during the relevant time period and disclosures made in company SEC
filings;

discuss with management what policies are in place to promote accurate and timely
reporting of financial results; and

prepare a report to the company’s stockholders for inclusion in the company’s
annual proxy statement as required by SEC rules and regulations.

Best Practices - Monitoring the External Audit Function

In monitoring the company’s external audit function, the audit committee could consider
the following “best practices™:

Participate in the Retention, Review and Discharge of the Independent Auditors

participate in hiring, firing and changing of the independent auditors;

review the independent auditors’ audit plan;

review the amount of estimated audit fees to be charged by the independent auditors

and any other significant compensation to be paid fo the independent auditors;

inquire about the adequacy of staffing, experience levels and qualifications of the

auditors assigned to the company (including experience with the company’s

industry) and the adequacy of time being spent by the more experienced partner or

manager (including total hours and their time as a percentage of total audit hours

spent on the company);

inquire about the adequacy of the time being spent on areas that require judgment or

represent the greatest reporting risk, including the adequacy of time being sent by

the more experienced partner or manager (including total hours});

review the performance of the independent auditors;

communicate with the company’s independent auditors about the company’s

expectations regarding its relationship with the auditors, including the following:

- the independent auditors’ ultimate accountability to the Board and the audit

committee, as representatives of the company’s stockholders; and
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- the ultimate authority and responsibility of the Board and the audit committee to
select, evaluate and, where appropriate, replace the independent auditors;

Discuss the Company’s Financial Statements and Accounting Policies with the
Independent Auditors

» before public release, review with the independent auditors both the quarterly
financial statements (after the independent auditors have completed their review
under Statement on Auditing Standards No. 71), and the audited financial
statements; ‘

* in connection with quarterly and annual reviews, obtain the independent auditors’
explanation and analysis of any questions or concerns involving the accounting
policies and resulting financial statements, including:

- whether management’s approach to accounting is conservative, moderate or
aggressive;

- whether management’s methods are common practices in the industry,

- the reasoning behind the independent auditors’ determinations of the approach
and methods used by the company;

- the quality, completeness and clarity of the overall financial disclosure under
GAAP; and

- what were the key items that management and the independent auditors focused
on during the quarterly and annual reviews;

* in connection with the quarterly and annual review of the company’s financial
statements, discuss with the independent auditors the matters set forth under
Statement on Auditing Standards No, 61, including:

- the auditors’ responsibility under generally accepted auditing standards;

- the company’s significant accounting policies and any new or different
accounting policies it has adopted,;

- the impact of any significant or unusual transactions and the accounting for such
transactions;

- management’s judgments and accounting estimates;

- significant audit adjustments that may have an effect on the financial reporting
process;

- any disagreements with management;

- the auditors’ judgments about the quality, not just the acceptability, of the
company’s accounting principles;

- major issues discussed with management prior to retention; and

- any difficulties encountered in performing the annual audit or conducting the
SAS No. 71 quarterly review;

* require the independent auditors to provide the audit committee with a copy of the
management letter provided to management, and discuss the letter with the
independent auditors;

» discuss with the independent auditors their periodic reviews of the adequacy of the
company’s accounting and financial reporting processes, staffing and systems of
internal control;

* discuss the independent auditors’ methods for risk assessments and the results of
those assessments and any changes in the scope of the audit as a result of such risk
assessments;

Monitor the Independence of the Independent Auditors
* monitor at least quarterly the independence of the independent auditors by:
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- obtaining from the auditors written disclosure of all relationships between the
auditors and the company, including the nature of the services provided to the
company and the fees charged for each type of service provided;

- confirming that the auditors believe that they are independent from the
company; and

- discussing independence issues with the auditors, scrutinizing consulting
services provided by the auditors, reviewing the relationships between the
auditors and the company’s management and finance staff (including any prior
employment relationships), evaluating whether any of the company’s infernal
functions have been outsourced to the auditors and evaluating the relative
importance of the company’s business to the audit {firm;

consider whether fees billed for information technology services and other nonaudit
services are compatible with maintaining the auditors’ independence;

consider requiring pre-approval by the audit committee of non-audit services
provided by outside auditors, or those above a specified dollar threshold or
involving certain types of services (such as information technology services); and
inquire about the manner in which the audit partner is compensated for his work on
the company, including whether the partner receives any compensation based on the
non-audit services provided to the company.
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I | - 'A,_ud.i't Committee Charter Matrix

~ PURPOSE OF THIS TOOL Preparrng an audrt commrttee charter is: oft n L_referred to as.a bes
practroe and is requ;red for many publrc companres Itis: encouraged for most organrzatrons and
required: by some states for not-for-profrt organrzatrons However the. charter is often prepared o
~ and forgotten except for its. annual revrew “This tool i is desrgned .to he!p;,audrt commrttees make
‘the charter a trvrng document and use it to manage the agenda . = :

This tool i is meant as a sample of what mrght be oonsrdered to be a best practice. Users of the
tooI should put their own charter in the first column and use this example as a guide for defrnrng
 the steps to accomplish each obJectrve the assocrated performance measure, and the

scheduhng

'Thrs tool is rntended to serve not~for profrt organrzatrons of all srzes and organlzatlonal
' structures For mstance some srnall not-for-profrt organrzatrons cannot justrfy the expense of an
internal audrtor whrte others have very large. mternal audrt departments headed by a senror a
executrva itis beoomrng more common in Iarger organrzatrons to refer to the. person headrng the '
rnternat audit functton as the chief audit execlitive (CAE) As used in thrs tooI the terms chref '
audit executive and CAE. referto the person reSponsrbIe forthe mternal audrt functron . :A R
_ |rrespectrve of therr trt!e or organrzatronal roIe Srmtlar y,.retatrvety few not-for-profrt organrzatrons-;
emp!oy in- house legal counset Instead most not-for-profrt organrzatlons rely on the professronalif:‘a :
- services of outside attorneys engaged on a retamer basis or rely on volunteers’ services. The
guidance provrded in this tool is applicable whether in-house resources are employed an
outsource arrangement exists, or volunteers provide services. o

Copyright ® 2005 AICPA, Inc. 1
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" Audit Committee Charter Matrix
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Not-for-Profit Organizations
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