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FIRST WESTERN FINANCIAL, INC. 

CHARTER OF THE AUDIT COMMITTEE

As adopted by the Board of Directors 

This Charter of the Audit Committee (the “Committee”) of the Board of Directors (the 

“Board”) of First Western Financial, Inc. (the “Company”) has been adopted by the Board for the 

purpose set forth below. Unless the context otherwise requires, all references to the Company in 

this Charter will include the subsidiaries and affiliates of First Western Financial, Inc. 

Purpose of the Committee 

The purpose of the Committee is to oversee the accounting and financial reporting 

processes of the Company and the audits of the Company’s financial statements and, in that regard, 

assist the Board in its oversight of: 

1. The integrity of the Company’s financial statements; 

2. The selection, engagement and management of the independent registered public 

accounting firm (the “Independent Auditor”) that audits and reports on the Company’s 

consolidated financial statements; 

3. The performance of the Company’s internal audit function and the Independent 

Auditor; 

4. The review of reports of bank regulatory agencies and monitoring management’s 

compliance with recommendations contained in those reports; and 

5. The Company’s compliance with legal and regulatory requirements related to its 

financial statements and reporting. 

Composition of the Committee 

The membership of the Committee will consist of at least three directors as determined 

from time to time by the Board. Each member of the Committee will serve on the Committee only 

during periods in which the director meets the independence requirements established by the Board 

and as set forth in applicable laws, rules and regulations, including, without limitation, the rules of 

The NASDAQ Stock Market, LLC (the “NASDAQ Rules”) and Section 10A-3(b)(1) under the 

Securities Exchange Act of 1934, as amended (the “Exchange Act”). The membership of the 

Committee will also comply with the requirements of 12 C.F.R. Part 363. Each member of the 

Committee will, in the judgment of the Board, have the ability to read and understand fundamental 

financial statements and otherwise meet the financial sophistication standards established by the 

requirements of the NASDAQ Rules. No member of the Committee will have participated in the 

preparation of the financial statements of the Company in the past three years. At least one member 

of the Committee will, in the judgment of the Board, be an “audit committee financial expert” as 

defined by the rules and regulations of the Securities and Exchange Commission (“SEC”). The 

Board will determine, at least annually, the eligibility of the Committee’s members. 
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The Board will appoint the members of the Committee and the Chairman of the Committee. 

The Board may remove any member from the Committee at any time with or without cause. Any 

vacancy on the Committee will be filled by the Board. Any director serving on the Committee will 

automatically cease to be a member of the Committee at the time that he or she ceases to be a 

director. No director may serve as a member of the Committee if that director serves on the audit 

committee of more than two other public companies. 

Duties, Responsibilities and Powers 

The primary responsibility of the Committee is to oversee the Company’s consolidated 

financial reporting process on behalf of the Board and report the results of its activities to the 

Board. While the Committee has the responsibilities and powers set forth in this Charter, it is not 

the duty of the Committee to plan or conduct audits or to determine that the Company’s 

consolidated financial statements are complete and accurate and prepared in accordance with 

generally accepted accounting principles in the United States (“GAAP”) and requirements of law. 

Management is responsible for the preparation, presentation, and integrity of the Company’s 

consolidated financial statements and for the appropriateness and legality of the accounting 

principles and reporting policies that are used by the Company. The Independent Auditor is 

responsible for auditing the Company’s consolidated financial statements annually, for reviewing 

the Company’s unaudited interim consolidated financial statements, and for reporting on certain 

matters to the Committee. 

In discharging its oversight role, the Committee is empowered to investigate any matter 

brought to its attention. The Committee will have access to the Company’s books, records, 

facilities, and personnel. In fulfilling its responsibilities, the Committee may delegate any or all of 

its responsibilities to one or more subcommittees consisting of one or more members, as 

determined by the Committee; provided, however, that the Committee may not delegate to a 

subcommittee any power or authority required by applicable law or regulation, or the NASDAQ 

Rules, to be exercised by the Committee as a whole. 

The Committee will have the following additional duties and responsibilities: 

Oversight of the Company’s Relationship with the Independent Auditor 

1. The Committee will be directly responsible for the compensation and oversight of 

the work of the Independent Auditor (including resolution of disagreements between management 

and the Independent Auditor regarding financial reporting) for the purpose of preparing or issuing 

an audit report or related work. The Committee will have the sole authority and direct 

responsibility to appoint, retain, compensate, evaluate and, where appropriate, replace the 

Independent Auditor (subject to stockholder ratification if required or sought by the Board), and 

will advise the Board on these matters. The Independent Auditor and each other independent 

registered public accounting firm engaged for the Company are accountable to the Board and the 

Committee and will report directly to the Committee. Engagement letters executed with 

Independent Auditors will comply with the requirements of 12 C.F.R. Part 363.  

2. The Committee will obtain from the Independent Auditor, at least annually, a report 

to the Committee regarding the Independent Auditor’s internal quality control procedures and any 
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material issues raised by the most recent internal quality-control or peer review or by any inquiry 

or investigations by governmental or professional authorities within the preceding five years 

respecting one or more independent audits carried out by the independent registered public 

accounting firm that is the Independent Auditor and any steps taken to deal with such issues. The 

Committee will obtain from the Independent Auditor such a report to the Committee promptly 

after any review, inquiry or investigation referred to in the preceding sentence. The Committee 

will obtain and review each inspection report issued by the Public Company Accounting Oversight 

Board (“PCAOB”). 

3. The Committee will obtain from the Independent Auditor on a periodic basis, but 

at least annually, a formal written statement made to the Company and the Committee delineating 

all relationships between the Independent Auditor and the Company, including each non-audit 

service provided to the Company and addressing at least the matters set forth in PCAOB Rule 3526 

or any successor rule thereto. The Committee will discuss with the Independent Auditor whether 

any disclosed relationships or services, or any other factors have affected or may affect the 

objectivity and independence from the Company of the Independent Auditor and will recommend 

to the Board that the Board take appropriate action to satisfy itself or the Independent Auditor 

regarding the Independent Auditor’s independence from the Company. 

4. The Committee will have authority to approve all fees and terms of engagement of 

the Independent Auditor and will pre-approve, or adopt appropriate procedures to preapprove, all 

audit and non-audit services to be provided by the Independent Auditor and each other registered 

public accounting firm engaged for the benefit of the Company, if applicable, in accordance with 

the Company’s Audit and Non-Audit Services Pre-Approval Policy (the “Pre-Approval Policy”), 

which is attached hereto as Exhibit A. The Committee may delegate certain types of pre-approval 

authority under the Pre-Approval Policy to one or more of its members in accordance with the Pre-

Approval Policy. In no event will any such authority be delegated to an officer or employee of the 

Company (who the Company refers to internally and throughout this Charter as “Associates”), 

including an officer or Associate of the Company who is also a director of the Company. 

5. The Committee will set clear hiring policies for employees or former employees of 

the Independent Auditor and for audit partner rotation and independent auditor rotation in 

compliance with applicable laws, rules and regulations and the rules and audit standards of the 

PCAOB. If applicable laws, rules and regulations or the rules of the PCAOB do not require 

periodic rotation of the Company’s Independent Auditor, the Committee will consider and present 

its recommendations to the Board annually whether, in order to assure continuing auditor 

independence, a regular rotation of the Independent Auditor auditing the Company’s consolidated 

financial statements should occur. 

6. The Committee will discuss with management and the Independent Auditor, and 

resolve, any disagreements regarding financial reporting. The Committee will review with the 

Independent Auditor any audit problems, disagreements or difficulties and management’s 

response thereto. 

Oversight of the Company’s Internal Audit Function 

1. The Committee will guide the activities of the Company’s internal audit function. 
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2. The internal audit function is organizationally a part of the Company. By the 

authority of the Company, the internal audit function is charged with providing audit services, 

either directly or through third-party resources, to the Company and all of its subsidiaries, 

including but not limited to First Western Trust Bank.  

3. The Internal Auditor and the Director of Risk Management will report to the Audit 

Committee to promote independence and assure adequate consideration of audit findings and 

recommendations. The Internal Auditor will report administratively to the Director of Risk 

Management.  

4. The Committee is responsible for reviewing at least annually the risk areas of the 

institution’s activities, assessing the extent of auditing involvement needed over each area, and 

determining what type of auditing program will best meet the Company’s needs. 

Compliance and Regulatory Oversight Responsibilities 

1. The Committee will receive from management, as appropriate, communications 

and presentations on significant operating and findings in internal audit reports, management 

letters, and regulatory authorities’ examination reports, and any communications regarding the 

initiation and status of significant special investigations affecting the Company. The Committee 

will initiate such other inquiries into the affairs of the Company as it deems necessary or 

appropriate. 

2. The Committee will receive periodic presentations from management and the 

Independent Auditor on the identification and resolution status of material weaknesses and 

reportable conditions in the internal control environment, including any deficiencies in the design 

or operation of the Company’s disclosure controls and procedures or internal control over financial 

reporting maintained under Rule 13a-15 promulgated under the Exchange Act that could adversely 

affect the Company’s ability to record, process, summarize and report financial data, and on any 

fraud, whether or not material, that involves management or other Associates who have a 

significant role in the Company’s disclosure controls and procedures, internal control over 

financial reporting or other internal controls. The Committee will review management’s periodic 

assessment of the effectiveness of the Company’s internal controls and procedures for financial 

reporting (i.e., the Company’s internal control over financial reporting) and the Independent 

Auditor’s report as to management’s assessments, as well as the periodic certifications of members 

of management of the Company as to the internal controls and procedures for financial reporting 

and related matters, each as required by applicable laws, rules and regulations and the NASDAQ 

Rules. 

3. The Committee will review with management the Company’s program for 

compliance with all applicable laws, rules and regulations and review the record of such 

compliance; and review, if applicable, significant legal cases outstanding against the Company or 

any of its subsidiaries and other regulatory or legal matters that may have a material effect on the 

Company’s consolidated financial statements. 

4. The Committee will review regulatory authorities’ examination reports pertaining 

to the Company, its subsidiaries and associated companies. 
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5. The Committee will review management reports issued by the Company or any of 

its subsidiaries in accordance with 12 C.F.R. Part 363 and the corresponding Independent 

Auditor’s attestation and agreed-upon procedures reports. 

6. The Committee will review and oversee all related-party transactions in accordance 

with the Company’s Related Person Transactions Policy. 

Financial Statement and Disclosure Matters 

1. The Committee will review and discuss the scope of the audit of the Company’s 

consolidated financial statements for each fiscal year, at least annually, with management and the 

Independent Auditor. 

2. The Committee will review the Company’s interim consolidated financial 

statements and the disclosures in the related Management’s Discussion and Analysis of Financial 

Condition and Results of Operations (including the sections thereof addressing off-balance sheet 

arrangements, market risks and related matters, if any) to be included in a Quarterly Report on 

Form 10-Q of the Company with management of the Company and the Independent Auditor prior 

to the filing of that Quarterly Report on Form 10-Q with the SEC. In addition, the Committee will 

discuss the results of the quarterly review and any other matters required to be communicated to 

the Committee by the Independent Auditor under GAAP and the auditing standards adopted by 

the PCAOB. 

3. The Committee will review with management and the Independent Auditor, prior 

to the filing of each Annual Report on Form 10-K of the Company with the SEC, the Company’s 

annual consolidated financial statements and the disclosures in the related Management’s 

Discussion and Analysis of Financial Condition and Results of Operations (including the sections 

thereof addressing off-balance sheet arrangements, market risks and related matters, if any) to be 

included in that Annual Report on Form 10-K (or in any annual report to shareholders prepared 

and distributed in accordance with Rule 14a-3 under the Exchange Act if such annual report to 

shareholders for a particular fiscal year is distributed before the Annual Report on Form 10-K for 

that fiscal year is filed with the SEC). The Committee will make a recommendation to the Board 

whether the audited consolidated financial statements of the Company for a fiscal year should be 

included in the Company’s Annual Report on Form 10-K for that fiscal year. 

4. The Committee will review and discuss with management and the Independent 

Auditor representations that the consolidated financial statements to be issued by the Company 

were prepared in accordance with GAAP and fairly present the consolidated results of operations 

and consolidated financial condition of the Company for the periods and as of the dates covered 

by those consolidated financial statements (subject, in the case of interim consolidated financial 

statements, to normal year-end adjustments). 

5. The Committee will review and discuss with management communications with 

governmental officials and generally reliable reports that raise material issues regarding the 

Company’s financial statements or accounting matters. 

6. The Committee will review and discuss with management and the Independent 

Auditor, and receive a timely report from the Independent Auditor with respect to, any significant 
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accounting, income tax, financial, reporting policies, issues or judgments estimates made in 

connection with the preparation, or audit, of the Company’s consolidated financial statements and 

other financial or informational reports, including any major issues regarding or significant 

changes in the Company’s selection or application of accounting principles, the development, 

selection and disclosure of critical accounting estimates or judgments (including accruals for 

contingent liabilities and the establishment of reserves), an analysis of the effect of any alternative 

assumptions, estimates or GAAP methods on the consolidated financial statements of the 

Company, and the effect of regulatory examinations or any regulatory and accounting initiatives, 

as well as off-balance sheet structures, on the consolidated financial statements of the Company, 

and obtain from the Independent Auditor a timely report relating to any material communications 

between the Independent Auditor and management, such as any “management letter” or schedule 

of unadjusted differences. 

7. The Committee will review internal accounting control reports (management 

letters) submitted by the Independent Auditor which relate to the Company and summaries of 

significant issues in management letters addressed to subsidiaries of the Company. The Committee 

will also monitor testing of the internal accounting control reports and review the Independent 

Auditor’s reports on the effectiveness of disclosures controls and procedures and the certifications 

of the Company’s officers’ required by law with respect thereto. 

8. The Committee will review and discuss with management the Company’s earnings 

press releases, the substance of any earnings calls, and any earnings guidance, including 

confirmations and updates thereof, provided by the Company to the investment community, as 

well as financial and other information provided to analysts and rating agencies. 

9. The Committee will review and discuss with management the adequacy of and 

effectiveness of the Company’s accounting and financial controls, including guidelines and 

policies for assessing and managing the Company’s exposure to risks not already assigned to other 

committees, including reputation risk, Environmental, Social, and Governance (ESG) risk, 

cybersecurity risks, the Company’s major financial risk exposures and the steps management has 

taken to monitor and control such exposures. 

10. The Committee will discuss with the Independent Auditor the matters required to 

be described by PCAOB Accounting Standard 1301 (Communication with Audit Committees), 

including without limitation, any difficulties encountered in the course of the work, any restriction 

on the scope of the Independent Auditor’s activities or on access to requested information and any 

significant disagreements with management. 

Committee Governance 

The Committee will meet at such times as it determines to be necessary and appropriate, 

but at least once each fiscal quarter, and will report to the Board at the meeting of the Board next 

following each such Committee meeting regarding any issues of which the Board should be made 

aware. The Committee will have the opportunity at any meeting of the Committee to meet in 

executive session without the presence of management. A special meeting of the Committee may 

be called by the Chairman of the Board, the Chairman of the Committee or by a majority of the 

Committee members. A majority of the Committee members will constitute a quorum for the 
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conduct of business at Committee meetings. Committee members may attend meetings of the 

Committee telephonically or by video conference. The affirmative vote of a majority of the 

Committee members present is necessary for the adoption of any resolution of the Committee or 

to take another action of the Committee. In the event the Chairman is not present at the meeting, 

the other members present at that meeting will designate one of its members as the acting chairman 

of such meeting. The Committee may request any officer or Associate of the Company or the 

Company’s outside counsel, counsel engaged by the Committee to represent the Committee, the 

Independent Auditor, or another independent registered public accounting firm to attend a meeting 

of the Committee or to meet with any members of, or consultants to, the Committee and make 

presentations thereto. The Committee will keep regular minutes and records relating to its meetings 

and will report regularly to the Board on its activities, as appropriate. 

Access and Resources 

The Committee will have the resources and authority necessary to discharge its duties and 

responsibilities. The Committee has sole authority to retain, to set the terms of retention, including 

compensation, and to terminate independent counsel to represent the Committee and other 

advisers, experts and consultants to advise the Committee or that the Committee determines are 

necessary for the Committee to discharge its duties and responsibilities. Any communications 

between the Committee and legal counsel in the course of obtaining legal advice will be considered 

privileged communications of the Company and the Committee will take all necessary steps to 

preserve the privileged nature of those communications. The Company will provide funding, as 

determined by the Committee, for payment of fees to any public accounting firm engaged for the 

purpose of preparing or issuing an audit report or performing other audit, review or attest services 

for the Company, to any counsel or other advisers employed by the Committee and for ordinary 

administrative expenses of the Committee that are necessary or appropriate in carrying out its 

duties. 

Performance Review 

The Committee will review, at least annually, the Committee’s Charter and recommend 

any proposed changes to the Board for approval. The Committee will conduct, and report to the 

Board the results of, an annual performance evaluation of the Committee, which evaluation will 

compare the performance of the Committee with the requirements of this Charter. The Committee 

will report regularly to the Board, including with respect to its review of any issues that arise with 

respect to the quality or integrity of the Company’s consolidated financial statements, the 

Company’s compliance with legal or regulatory requirements, the performance and independence 

of the Independent Auditor, and the Company’s internal audit function. 

The Committee will establish and oversee procedures for the receipt, retention and 

treatment of complaints received by the Company regarding accounting, internal accounting 

controls or auditing matters, and for the confidential, anonymous submission by Company 

Associates of concerns, regarding questionable accounting or auditing matters. 

The Committee will prepare the Committee report required by the rules of the SEC to be 

included in the Company’s proxy statement relating to the Company’s annual meeting of its 

shareholders. 
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Disclosure of Charter 

This Charter will be made available as required by applicable laws and regulations and the 

NASDAQ Rules. 

[End of Charter] 
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FIRST WESTERN FINANCIAL, INC. 

AUDIT COMMITTEE 

AUDIT AND NON-AUDIT SERVICES PRE-APPROVAL POLICY 

 

As adopted by the Board of Directors 

Statement of Principles 

The Audit Committee of the Board of Directors of First Western Financial, Inc. (the 

“Company”) is responsible for the appointment, compensation and oversight of the work of the 

independent registered public accounting firm that audits the consolidated financial statements of 

the Company and its consolidated subsidiaries (the “Independent Auditor”). As part of this 

responsibility, the Audit Committee is required to pre-approve the audit and non-audit services 

performed by the Independent Auditor to ensure that the performance of those services does not 

impair the Independent Auditor’s independence. Accordingly, the Audit Committee has adopted, 

and the Board of Directors has ratified, this Audit and Non-Audit Services Pre-Approval Policy 

(the “Policy”), which sets forth the procedures and conditions whereby permissible services 

proposed to be performed by the Independent Auditor will be pre-approved. 

Before the Company or any of its subsidiaries may engage the Independent Auditor to 

render any service, the engagement must be (1) pre-approved by the Audit Committee without 

consideration of specific case-by-case services by the Audit Committee (“general pre-approval”); 

or (2) specifically pre-approved on a case-by-case basis by the Audit Committee (“specific pre-

approval”). The Audit Committee believes that the combination of these two approaches in this 

Policy will result in an effective and efficient procedure to pre-approve services to be performed 

by the Independent Auditor. Under either approach, the Audit Committee will approve the 

maximum aggregate amount of the costs that may be incurred in connection with the service(s). 

Unless a type of service has received general pre-approval, it will require specific pre-approval by 

the Audit Committee if it is to be provided by the Independent Auditor. 

In evaluating the scope of the engagement of the Independent Auditor, the Audit 

Committee will consider whether it believes the proposed services are consistent with the federal 

laws, as well as the rules and regulations of the Securities and Exchange Commission (“SEC”) and 

Public Company Accounting Oversight Board (the “PCAOB”) on auditor independence, and will 

not otherwise impair the Independent Auditor’s independence from the Company. 

This Policy describes the particular audit, audit-related, tax and all other services that are 

subject to general pre-approval of the Audit Committee. The term of any general pre-approval 

applies to the Company’s financial year, unless the Audit Committee specifically provides for a 

different period. Thus, audit fees for the financial year may include work performed after the close 

of the calendar year. Unused pre-approval amounts will not be carried forward to the next year. 

Pre-approvals will be made by category of service and cannot be transferred between categories. 

The Audit Committee will periodically revise the list of pre-approved services that may be 

provided by the Independent Auditor without obtaining specific pre-approval from the Audit 

Committee. 
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Delegation 

The Audit Committee may delegate pre-approval authority to one or more of its members. 

The member to whom such authority is delegated must report, for informational purposes only, 

any pre-approval decisions to the Audit Committee at or before its next scheduled meeting. Neither 

the Audit Committee nor the person to whom pre-approval authority is delegated may delegate its 

responsibilities to pre-approve services performed by the Independent Auditor to the Company’s 

management. 

Audit Services 

The Audit Committee must specifically pre-approve the terms of the annual audit services 

engagement. The Audit Committee will monitor the audit services engagement as necessary and 

will consider whether any changes in terms, conditions and fees resulting from changes in audit 

scope, the Company corporate structure or other items are necessary or appropriate. Audit services 

include the annual consolidated financial statement audit (including required reviews of the 

quarterly consolidated financial statements of the Company and its consolidated subsidiaries), 

audits of the Company’s subsidiaries, equity investment audits and other procedures required to 

be performed by the Independent Auditor to be able to form an opinion on the Company’s 

consolidated financial statements. These other procedures include information systems and 

procedural reviews and testing performed in order to understand and place reliance on the systems 

of internal control, and consultations relating to the audit or quarterly reviews. Audit services also 

include the engagement for the Independent Auditor’s report on the Company’s internal controls 

for financial reporting. 

In addition to the annual audit services engagement approved by the Audit Committee, the 

Audit Committee may grant general pre-approval for other audit services, which are those services 

that only the Independent Auditor reasonably can provide. Other audit services for which the Audit 

Committee may grant general pre-approval include (1) statutory audits or financial audits for 

subsidiaries or affiliates of the Company, and (2) services associated with SEC registration 

statements, periodic reports and other documents filed with the SEC or other documents issued in 

connection with securities offerings, such as comfort letters and consents, and assistance in 

responding to SEC comment letters. All other audit services not listed above must be specifically 

pre-approved by the Audit Committee. 

Audit-related Services 

Audit-related services, including internal control-related services, are assurance and related 

services that are reasonably related to the performance of the audit or review of the Company’s 

financial statements or the Company’s internal control over financial reporting and that are 

traditionally performed by the Independent Auditor. The Audit Committee believes that the 

provision of audit-related services does not impair the independence of the auditor. Other audit- 

related services for which the Audit Committee may grant general pre-approval include (1) due 

diligence services pertaining to potential business acquisitions or dispositions, (2) employee 

benefit plan audits, (3) agreed-upon or expanded audit procedures related to accounting and/or 

other records required to respond to or comply with financial, accounting or regulatory reporting 

matters, (4) consultations by management with the Independent Auditor as to the accounting and 
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disclosure treatment of transactions or events and/or the actual or potential impact of final or 

proposed rules, standards or interpretations of the SEC, PCAOB or any other regulatory or 

standard-setting bodies, (5) internal control reviews, and (6) attestation services not required by 

statute or regulation. All audit-related services not listed above must be specifically preapproved 

by the Audit Committee. 

Tax Services 

The Audit Committee believes that the Independent Auditor can provide tax services to the 

Company, such as tax compliance, tax planning and tax advice, without impairing the auditor’s 

independence. Tax services for which the Audit Committee may grant general pre-approval 

include (1) U.S. federal, state and local tax planning and compliance, and (2) review of U.S. 

federal, state and local income, franchise and other tax returns. All tax services not listed above 

must be specifically pre-approved by the Audit Committee. In addition, all tax services involving 

large and complex transactions must be specifically pre-approved by the Audit Committee. The 

Audit Committee will consult with the Company’s Director of Risk Management or outside 

counsel to determine that the tax planning and reporting positions are consistent with this Policy. 

All Other Services 

The Audit Committee may pre-approve permissible non-audit services classified as other 

non-audit services to be provided by the Independent Auditor, so long as it believes that the 

provision of services would not impair the independence of the auditor. Due to the nature of these 

services, all such services must be specifically pre-approved by the Audit Committee. 

Prohibited Services 

The Audit Committee may not engage the Company’s Independent Auditor to provide any 

service that is prohibited by law or regulation to be provided to an audit client by an independent 

auditor. A list of prohibited non-audit services is attached to this Policy as Exhibit 1. The Audit 

Committee should consult with the Company’s outside counsel if any question arises as to the 

nature or scope of any prohibited non-audit services, including the applicability of any exceptions. 

Pre-Approval Fee Levels or Budgeted Amounts 

The Audit Committee may consider the amount or range of estimated fees as a factor in 

determining whether a proposed service would impair the Independent Auditor’s independence. 

Pre-approval fee levels or budgeted amounts for each category of pre-approval services or 

specifically pre-approved services to be provided by the Independent Auditor will be established 

annually by the Audit Committee, subject to periodic review of such amounts by the Audit 

Committee. Any proposed services for which the cost to the Company will materially exceed these 

levels or amounts will require specific pre-approval by the Audit Committee. 

Procedures 

All requests or applications for services to be provided by the Independent Auditor that do 

not require specific approval by the Audit Committee will be submitted to the Director of Risk 

Management of the Company and must include a detailed description of the services to be 



EXHIBIT A 

A-4 

rendered. The Director of Risk Management will determine, upon consultation with the chairman 

of the Audit Committee, whether such services are included within the list of services that have 

received the general pre-approval of the Audit Committee. The Audit Committee will be informed 

on a timely basis of any such services rendered by the Independent Auditor. 

Requests or applications to provide services that require specific approval by the Audit 

Committee will be submitted to the Audit Committee by both the Independent Auditor and the 

Director of Risk Management, and must include a joint statement as to whether, in their view, the 

request or application is consistent with the SEC’s and PCAOB’s rules on auditor independence. 

The Audit Committee has designated the Director of Risk Management to assist it in 

monitoring all services provided by the Independent Auditor and determining whether such 

services are being provided in compliance with this Policy. The Director of Risk Management will 

report to the Audit Committee on a periodic basis on the results of its monitoring. Management of 

the Company will immediately report to the chairman of the Audit Committee any breach of this 

Policy that comes to their attention. 

Additional Requirements 

The Audit Committee will take additional measures on an annual basis to meet its 

responsibility to oversee the work of the Independent Auditor and to assure the Independent 

Auditor’s independence from the Company, such as reviewing a formal written statement from the 

Independent Auditor delineating all relationships between the Independent Auditor and the 

Company, and discussing with the Independent Auditor its methods and procedures for ensuring 

independence. 

[End of Policy] 
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Prohibited Non-Audit Services 

• Preparation of the Company’s consolidated or other financial statements 

• Bookkeeping or other services related to the Company’s accounting records or financial 

statements 

• Financial information systems design and implementation 

• Appraisal or valuation services, fairness opinions or contribution-in-kind reports 

• Actuarial services 

• Internal audit outsourcing services 

• Management functions 

• Human resources 

• Broker-dealer, investment adviser or investment banking services 

• Legal services 

• Expert services unrelated to the audit 

• Any service involving, directly or indirectly, the payment of any contingent fee or 

commission 

• Tax services to an officer of the Company whose role is in a financial reporting oversight 

capacity (regardless of whether the Company or the officer pays the fee for the services) 

• Planning or opining on the tax consequences of a “listed” transaction under U.S. 

Department of Treasury regulations (i.e. tax avoidance transaction) 

• Planning or opining on the tax consequences of a “confidential” transaction under U.S. 

Department of Treasury regulations (i.e. tax advice is given under restriction of 

confidentiality) 

• Planning or opining on a transaction that is based on an “aggressive interpretation” of tax 

laws and regulations, if the transaction was recommended directly or indirectly by the 

Independent Auditor and a significant purpose of the transaction is tax avoidance, unless 

the proposed tax treatment of the transaction is at least more likely than not to be allowed 

under current tax laws. 

• Any other services prohibited by the PCAOB or the Audit Committee. 


