
 

 
 

Aware, Inc.  

Audit Committee Charter  

as Approved by the Board of Directors  

(as amended March 25, 2019 and November 30, 2023) 

I. Organization 

Charter. This charter governs the operations of the Audit Committee (the “Committee”). 
The Committee shall review and reassess the charter at least annually and obtain the 
approval of the Board of Directors (the “Board”). This charter supersedes all prior 
charters of the Committee. 

Members. The Committee members shall be members of, and appointed by, the Board 
and shall consist of at least three directors, each of whom shall meet the independence 
and other requirements of applicable law and the listing standards of The Nasdaq Stock 
Market, Inc. (“Nasdaq”). Committee members shall be subject to annual 
reconfirmation and may be removed by the Board at any time. The Board shall also 
designate a Committee Chairperson. 

Meetings. In order to discharge its responsibilities, the Committee shall each year 
establish a schedule of meetings; additional meetings may be scheduled as required. 

Quorum; Action by Committee. A quorum of any Committee meeting shall be at least 
two members. All determinations of the Committee shall be made by a majority of its 
members present at a meeting duly called and held, except as specifically provided 
herein (or where only two members are present, by unanimous vote). A decision or 
determination of the Committee reduced to writing and signed by all of the members of 
the Committee shall be fully as effective as if it had been made at a meeting duly called 
and held. 

Agenda, Minutes and Reports. An agenda, together with materials relating to the subject 
matter of each meeting, shall be sent to members of the Committee prior to each meeting. 
Minutes for all meetings of the Committee shall be prepared to document the 
Committee’s discharge of its responsibilities. The minutes shall be circulated in draft 
form to all Committee members to ensure an accurate final record, shall be approved at a 
subsequent meeting of the Committee and shall be distributed periodically to the full 
Board. The Committee shall make regular reports to the Board. 

II. Purpose 

The Committee shall provide assistance to the Board in fulfilling their oversight 
responsibility to the shareholders, the investment community, and others relating to: the 
integrity of the Company’s financial statements; the systems of disclosure controls and 
internal controls over financial reporting; the performance of the Company’s independent 
auditor; the independent auditor’s qualifications and independence; and the Company’s 



 

 
 

compliance with ethics policies and legal and regulatory requirements. In so doing, it is 
the responsibility of the Committee to maintain free and open communication between 
the Committee, independent auditor, and management of the Company. 

III. Duties and Responsibilities 

The primary responsibility of the Committee is to oversee the Company’s financial 
reporting process on behalf of the Board and report the results of their 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 financial statements are complete and accurate and are in accordance with 
generally accepted accounting principles, nor can the Committee certify that the 
independent auditor is “independent” under applicable rules. Management is responsible 
for the preparation, presentation, and integrity of the Company’s financial statements 
and for the appropriateness of the accounting principles and reporting policies that are 
used by the Company. The independent auditor is responsible for auditing the 
Company’s financial statements and for reviewing the Company’s unaudited interim 
financial statements. 

The Committee, in carrying out its responsibilities, believes its policies and procedures 
should remain flexible, in order to best react to changing conditions and circumstances. 
The Committee should take appropriate actions to set the overall corporate “tone” for 
quality financial reporting, sound business risk practices, and ethical behavior. The 
following shall be the principal duties and responsibilities of the Committee. These are 
set forth as a guide with the understanding that the Committee may supplement them as 
appropriate. 

The Committee shall be directly responsible for the appointment, compensation, 
retention, and termination of the independent auditor, and the independent auditor must 
report directly to the Committee. The Committee also shall be directly responsible for 
the oversight of the work of the independent auditor, including resolution of 
disagreements between management and the auditor regarding financial reporting. The 
Committee shall pre-approve all audit and non-audit services provided by the 
independent auditor and shall not engage the independent auditor to perform the 
specific non-audit services proscribed by law or regulation. The Committee may 
delegate pre-approval authority to a member of the Committee. The decisions of any 
Committee member to whom pre-approval authority is delegated must be presented to 
the full Committee at its next scheduled meeting. 

At least annually, the Committee shall obtain and review a report or reports by the 
independent auditor describing: 

The firm’s internal quality control procedures; 

Any material issues raised by the most recent internal quality control review or peer 
review of the firm or by any inquiry or investigation by governmental or professional 
organizations; and 



 

 
 

All relationships between the independent auditor and the Company to assess the 
auditor’s independence, including overseeing the rotation of the audit partner on the audit 
team. 

The Committee will actively engage in a dialogue with the auditor with respect to any 
disclosed relationships or services that may impact the objectivity and independence 
of the auditor and take appropriate action to oversee the independence of the auditor. 

The Committee shall set clear hiring policies for employees or former employees of the 
independent auditor that meet the SEC regulations and stock exchange listing standards. 

The Committee shall discuss with management the Company’s policies on risk 
assessment and risk management, including the risk of fraud and cybersecurity risk. 
The Committee shall review with management, at least annually, the Company’s 
major financial and cybersecurity risk exposures and management’s monitoring 
controls and anti-fraud programs. 

The Committee shall discuss with the independent auditor the overall scope and plans for 
the audit, including the adequacy of staffing and compensation, the result of the annual 
audit examination and accompanying management letters, and the results of the 
independent auditor’s procedures with respect to interim periods. Also, the Committee 
shall discuss with management and the independent auditor (a) the adequacy and 
effectiveness of the Company’s internal control over financial reporting (including any 
significant deficiencies and significant changes in internal control over financial reporting 
reported to the Committee by the independent auditor or management); and (b) the 
adequacy and effectiveness of the Company’s disclosure controls and procedures, and 
management reports thereon. 

The Committee shall meet separately periodically with management and the independent 
auditor to discuss issues and concerns warranting Committee attention. The Committee 
shall provide sufficient opportunity for the independent auditor to meet privately with the 
members of the Committee. The Committee shall review with the independent auditor 
any audit problems or difficulties and management’s response. 

The Committee shall receive and review reports from the independent auditor, prior to 
the filing of its audit report with the SEC, on all critical accounting policies and practices 
of the Company, all material alternative treatments of financial information within 
generally accepted accounting principles that have been discussed with management, 
including the ramifications of the use of such alternative treatments and disclosures and 
the treatment preferred by the independent auditor, and other material written 
communications between the independent auditor and management. 

The Committee shall review and discuss with management and the independent auditor 
earnings press releases, as well as financial information and earnings guidance 
provided to analysts and rating agencies. 



 

 
 

The Committee shall review with management and the independent auditor the year end 
audited financial statements and interim financial statements, and disclosures under 
Management’s Discussion and Analysis of Financial Condition and Results of Operations 



 

 
 

to be included in the Company’s Annual Reports on Form 10-K and Quarterly Reports 
on Form 10-Q, including their judgment about the quality, not just the acceptability, of 
accounting principles, the reasonableness of significant judgments, and the clarity of the 
disclosures in the financial statements. Also, the Committee shall discuss the results of 
the annual audit and the quarterly review and any other matters required to be 
communicated to the Committee by the independent auditor under generally accepted 
auditing standards. If deemed appropriate, the Committee shall recommend to the Board 
that the audited financial statements be included in the Annual Report on Form 10-K for 
the year. 

The Committee shall inquire of management of the Company as to any material 
violations of securities laws, breaches of fiduciary duty or violations of the Company’s 
code of ethics. 

The Committee shall review and approve all related party transactions. For these 
purposes, the term “related party transaction” shall refer to transactions required to be 
disclosed pursuant to Securities and Exchange Commission Regulation S-K, Item 404. 

The Committee shall establish procedures for the receipt, retention, and treatment of 
complaints received by the Company regarding accounting, internal accounting controls, 
or auditing matters, and the confidential, anonymous submission by employees of the 
Company of concerns regarding questionable accounting or auditing matters. 

The Committee shall receive corporate attorneys’ reports of evidence of a material 
violation of securities laws or breaches of fiduciary duty. 

The Committee shall prepare its report to be included in the Company’s annual proxy 
statement as required by SEC regulations. 

The Committee shall perform an evaluation of its performance at least annually to 
determine whether it is functioning effectively, including the compliance of the 
Committee with its charter. 

IV. Other 

Access to Records, Advisers and Others. In discharging its responsibilities, the 
Committee shall have full access to any relevant records of the Company and may retain, 
at Company expense, independent advisers (including legal counsel, accountants and 
consultants) as it determines necessary to carry out its duties. The Committee shall have 
the ultimate authority and responsibility to engage or terminate any such independent 
advisers and to approve the terms of any such engagement and the fees to be paid to any 
such adviser. The Committee may also request that any officer or other employee of the 
Company, the Company’s outside counsel or any other person meet with any members 
of, or independent advisers to, the Committee. 

Funding. The Company shall provide for appropriate funding, as determined by the 
Committee, for payment of 



 

 
 

(i) compensation to any independent auditor; 

(ii) compensation to advisers employed by the Committee; and 

(iii) ordinary administrative expenses of the Committee that are necessary 
or appropriate in carrying out its duties. 

Delegation. The Committee may delegate any of its responsibilities to a subcommittee 
comprised of one or more members of the Committee. 

Committee Members  

Peter R. Faubert (Chair) 

Brent P. Johnstone  

Brian D. Connolly 


