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I. PURPOSE 
 
This Charter governs the operations and organization of the Audit Committee (the “Committee”) of 
Greenwood Hall, Inc. (the “Company”).  The Committee is created by the Board of Directors of the 
Company to assist the Board in its oversight of: 
 

1. The integrity and quality of the company’s financial statements and reporting to any 
government or regulatory body, shareholders, other users of company financial 
reports and the public.  

 
2. The qualifications, independence and performance of the Company’s registered 

public accounting firm (the “Independent Auditors”). 
 
3. The adequacy and effectiveness of the Company’s accounting system, disclosure 

controls, procedures and systems of internal control over financial reporting. 
 
4. Compliance by the Company with legal and regulatory requirements. 

 
The Committee shall be directly responsible for the appointment, compensation, retention and 
oversight of the work of any Independent Auditors engaged for the purpose of rendering an audit 
report on the financial statements of the Company or performing other audit, review or related 
services for the Company.  The Committee’s responsibilities include resolution of any disagreements 
between management of the Company and the independent auditors regarding financial reporting.  
The independent auditors shall report directly to the Committee. 
 
In the course of performing these functions, the Committee shall report regularly to the Board of 
Directors and shall endeavor to maintain free and open means of communication between the 
members of the Committee, other members of the Board, the independent auditors and the financial 
and executive management of the Company. 
 
In discharging its oversight role, the Committee is empowered to investigate any matter brought to its 
attention with full access to all books, records, facilities, and personnel of the Company and the 
authority to engage independent counsel and other advisers as it determines necessary to carry out its 
duties. The Company shall provide adequate resources to support the Committee’s activities, 
including compensation of the Company’s independent auditors and any other auditor and any legal 
counsel, accounting or other advisor or consultant retained by the Committee. 
 
While the Committee has the responsibilities and powers set forth in this Charter, it is not the 
responsibility of the Committee to plan or conduct audits of the Company’s annual financial 
statements or reviews of the Company’s quarterly financial statements, or to determine that such 
financial statements are complete or accurate or that they have been prepared in conformity with 
generally accepted accounting principals (“GAAP”).  These are the responsibilities of management 
of the Company and the Independent Auditors. 
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The Committee is responsible for assisting the Board in fulfilling its responsibilities in overseeing the 
Company’s legal and regulatory compliance and the application of the Company’s Code of Business 
Conduct and Ethics, and policies regarding Conflicts of Interest, Insider Trading and Tipping, and 
Whistleblower approved by the Board.  
 
Members of the committee may only receive director and committee fees as compensation from the 
company. 
 
In connection with the foregoing, the Committee shall engage in such activities as are necessary or 
appropriate in order for it to render the annual report of the Committee required to be included in the 
Company’s annual report to the Securities and Exchange Commission (“SEC”) 
 
All references in this Charter to the Company are intended to refer also to any subsidiary of the 
Company and any “variable interest entity” whose results of operations are consolidated with those 
of the Company, except where the context otherwise requires. 
 
II. MEMBERSHIP 
 
The Committee shall consist of at least three members of the Board, each of whom shall be an 
“independent” director in accordance with the independence requirements set forth in the rules of the 
National Association of Securities Dealers, Inc. governing companies listed on the Nasdaq Stock 
Market, and the independence requirements set forth in the rules and regulations promulgated by the 
SEC.  The members of the Committee shall be appointed by action of the Board and shall serve at the 
discretion of the Board.  Vacancies occurring on the Committee shall be filled by the Board. Each 
Committee member shall be “financially literate” (able to rend and understand financial statements at 
the time of appointment) as determined by the Board in its business judgment.  At least one member 
of the Committee shall be an “Audit Committee Financial Expert” as such term is defined from time-
to-time in the rules and regulations defined in Item 407(d) (5) (ii) of Regulation S-K under the 
securities Act of 1933. 
 
Except as otherwise directed by the Board, a director selected as a Committee member shall continue 
to be a member for as long as he or she remains a director or until his or her earlier resignation from 
the Committee. Any member may be removed from the Committee by the Board, with or without 
cause, at any time. 
 
III. COMMITTEE ORGANIZATION AND PROCEDURES 
 

1. The Board of Directors shall appoint a Chair of the Committee by majority vote.  The 
Chair (or in his or her absence, a member designated by the Chair or a majority of the 
members of the Committee present at the meeting) shall preside at all meetings of the 
Committee. 

 
2. The Committee shall have the authority to establish its own rules and procedures 

consistent with the bylaws of the Company for notice and conduct of its meetings, 
should the Committee, in its discretion, deem it desirable to do so. 
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3. The Committee shall meet as often as it determines is appropriate to carry out its 

responsibilities under this Charter, but not less frequently than quarterly.  The Chair 
of the Committee, in consultation with the other Committee members, shall 
determine the frequency and length of the Committee meetings and shall set meeting 
agendas consistent with this Charter. 

 
4. The Committee may, in its sole discretion, include in its meetings members of the 

Company’s financial and executive management, representatives of the Independent 
Auditors, and other financial personnel employed or retained by the Company and 
other persons, provided that the Committee shall periodically meet with the 
Independent Auditors, and management in separate sessions in order to discuss issues 
warranting independent Committee attention. 

 
5. The Committee may, in its sole discretion, utilize the services of the Company’s 

regular corporate legal counsel with respect to legal matters or, at its discretion, retain 
such other legal counsel, accountants or other advisers if it determines that such 
counsel, accountants or other advisers are necessary or appropriate under the 
circumstances.  The Committee may, in its discretion, conduct or authorize 
investigations into matters which the Committee determines are within the scope of 
its responsibilities.  The Company shall provide for appropriate funding as 
determined by the Committee for the services of any independent auditors or legal, 
accounting or other advisers retained by the Committee. 

 
6.  Notice of meetings shall be given to all Committee members, or may be waived, in 

the same manner as required for meetings of the Board. Meetings of the Committee 
may be held by means of conference telephone or other communications equipment 
by means of which all persons participating in the meeting can hear each other. 

 
7.  A majority of the members of the Committee shall constitute a quorum for a meeting 

and the affirmative vote of a majority of members present at a meeting at which a 
quorum is present shall constitute the action of the Committee. 

 
8. The Committee shall establish its own rules of procedure. 
 
9. The Committee may delegate its authority to subcommittees or the Chair of the 

Committee when it deems appropriate and in the best interests of the Company. 
 
10. All actions of the Committee will require: 

• The vote of a majority of the members present at a meeting of the Committee 
at which a quorum is present 

• A unanimous written consent of the members of the Committee then serving 
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IV. AUTHORITY AND RESPONSIBILITIES 
 
In addition to any other responsibilities that may be assigned from time to time by the Board, the 
Committee is responsible for the following matters: 
 
 A. Independent Auditors 
 

1. The Independent Auditors shall be ultimately accountable to the Committee in 
connection with the audit of the Company’s financial statements and related services.  
The Committee has the sole authority to retain and terminate the Independent 
Auditors of the Company (subject, if applicable, to shareholder ratification), 
including sole authority to approve all audit engagement fees and terms and all non-
audit services to be provided by the Independent Auditors.   

 
2. The Committee shall pre-approve all audit and non-audit services to be provided by 

the Company’s Independent Auditors.  The Committee may consult with 
management in the decision making process, but may not delegate this authority to 
management.  The Committee may, from time to time, delegate its authority to pre-
approve non-audit services on a preliminary basis to one or more Committee 
members, provided that such designees present any such approvals to the full 
Committee at the next Committee meeting. 

 
3. The Committee shall review and approve the scope and staffing of the Independent 

Auditors’ annual audit plan(s). 
 
4. The Committee shall evaluate the Independent Auditors’ qualifications, performance 

and independence, and shall present its conclusions and recommendations with 
respect to the Independent Auditors to the full Board on at least an annual basis.  

 
5. As part of such evaluation, at least annually, the Committee shall obtain and review a 

written report or reports from the Company’s Independent Auditors: 
 

• Describing the Independent Auditors internal quality-control procedures; 
 
• Describing any material issues raised by (i) the most recent internal quality-

control review or peer review of the auditing firm, or (ii) any inquiry or 
investigation by governmental or professional authorities, within the preceding 
five years, regarding one or more independent audits carried out by the auditing 
firm; and (iii) any steps taken to deal with any such issues; 

 
• Describing all relationships between the Independent Auditors and the Company; 

and  
 
• Assuring that Section 10A(b) of the Securities Exchange Act of 1934 has not 

been implicated. 
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Based on such report(s) and the Independent Auditors’ work throughout the year, the 
Committee shall evaluate the independent auditor’s qualifications, performance and 
independence.  This evaluation shall include the review and evaluation of the audit 
engagement partners and other personnel of the Independent Auditor and take into 
account the opinions of management. In addition to assuring the regular rotation of 
the audit engagement partners and other personnel, as required by applicable law, the 
Committee should consider from time-to-time whether the regular rotation of the 
Independent Auditors is warranted in order to ensure auditor independence. 

 
6. The Committee shall receive from the Independent Auditors, at least annually, a 

written statement delineating all relationships between the Independent Auditors and 
the Company, consistent with Independence Standards Board Standard 1 (it being 
understood that the Independent Auditors are responsible for the accuracy and 
completeness of this statement).  The Committee shall actively engage in a dialogue 
with the Independent Auditors with respect to any disclosed relationships or services 
that, in the view of the Committee, may impact the objectivity and independence of 
the Independent Auditors.  If the Committee determines that further inquiry is 
advisable, the Committee shall take any appropriate action in response to the 
Independent Auditors’ report to satisfy itself of the auditors’ independence.  

 
7. The Committee shall establish policies for the Company’s hiring of current or former 

employees of the independent auditors to ensure that independence of the 
independent auditors is maintained as required by applicable law. 

 
8. The Committee shall review management’s assertion on its assessment of the 

effectiveness of internal controls as of the end of the most recent fiscal year and the 
independent auditors’ report on management’s assertion. 

 
9. The Committee shall obtain and review timely reports from the independent auditors 

on: 
 

• All critical accounting policies and practices used;   
 
• All alternative treatments of financial information within GAAP that have been 

discussed with management of the Company, ramifications of the use of such 
alternative disclosures and treatments, and the treatment preferred by the 
independent auditors; and 

 
• Other material written communications between the independent auditors and the 

Company’s management, such as any management letter or schedule of 
unadjusted differences. 
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 B. Financial Statements; Disclosure and Other Risk Management and Compliance 

Matters 
 

1. The Committee shall review with management, and the Independent Auditors, in 
separate meetings if the Committee deems it appropriate: 

 
• The annual audited financial statements, related footnotes, disclosures and all 

required management certifications, including the Company’s disclosures under 
“Management’s Discussion and Analysis of Financial Condition and Results of 
Operations,” prior to the filing of the Company’s Form 10-K; 

 
• The quarterly financial statements and related footnotes, disclosures and all 

required management certifications, including the Company’s disclosures under 
“Management’s Discussion and Analysis of Financial Condition and Results of 
Operations,” prior to the filing of the Company’s Form 10-Q; 

 
• Any analyses or other written communications prepared by management, and/or 

the independent auditors setting forth significant financial reporting issues and 
judgments made in connection with the preparation of the financial statements, 
including analyses of the effects of alternative GAAP methods on the financial 
statements;  

 
• The critical accounting policies and practices of the Company; 
 
• Related-party transactions and off-balance sheet transactions and structures; 
 
• Any major issues regarding accounting principles and financial statement 

presentations, including any significant changes in the Company’s selection or 
application of accounting principles; and  

 
• Regulatory and accounting initiatives or actions applicable to the Company 

(including any SEC investigations or proceedings). 
 

2. The Committee shall review and approve prior to public release, in conjunction with 
management, the Company’s earnings press releases and all financial information, 
such as earnings guidance provided to analysts and rating agencies, including the 
types of information to be disclosed and the types of presentation to be made and 
paying particular attention to the use of “pro forma” or “adjusted” non-GAAP 
information. After approval of the earnings press release and financial guidance by 
the Committee, the Committee will recommend to the full board to approve the 
earnings press release and financial guidance.  
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3. The Committee shall, in conjunction with the CEO, CFO and Controller of the 
Company, review the Company’s internal controls and disclosure controls and 
procedures, including whether there are any significant deficiencies in the design or 
operation of such controls and procedures, material weaknesses in such controls and 
procedures, any corrective actions taken with regard to such deficiencies and 
weaknesses, and any fraud involving management or other employees with a 
significant role in such controls and procedures. 

 
4. To review and discuss with the Independent Auditors and, if appropriate, 

management, any management or internal control letter issued or, to the extent 
practicable, proposed to be issued by the Independent Auditors and management’s 
response, if any, to such letter, as well as any additional material written 
communications between the Independent Auditors and management. 

 
5. The Committee shall review and discuss with the Independent Auditors any audit 

problems or difficulties and management’s response thereto, including those matters 
required to be discussed with the Committee by the Independent Auditors pursuant to 
Statement on Auditing Standards No. 61: 

 
• Any restrictions on the scope of the Independent Auditors’ activities or access to 

requested information; 
 
• Any accounting adjustments that were noted or proposed by the Independent 

Auditors but were “passed” (as immaterial or otherwise); 
 
• Any communications between the audit team and the audit firm’s national office 

regarding auditing or accounting issues presented by the engagement; 
 
• Any management or internal control letter issued, or proposed to be issued, by the 

Independent Auditors; and  
 
• Any significant disagreement between the Company’s management and the 

Independent Auditors. 
 

6.  The Committee shall review the Company’s policies and practices with respect to 
risk assessment and risk management, including discussing with management the 
Company’s major financial risk exposures and the steps that have been taken to 
monitor and control such exposures. 
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7. 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. 
 

8. The Committee shall review any significant complaints regarding accounting, internal 
accounting controls or auditing matters received pursuant to such procedures. 

 
9. The Committee shall prepare the Committee report that SEC rules require to be 

included in the Company’s annual proxy statement and annual 10-K. 
 
10. Review and advise the CEO and the Board with respect to the appointment, dismissal 

and replacement of the CFO, Controller or Chief Accounting Officer and consult with 
the CEO [and the Compensation Committee] about the performance evaluation and 
compensation of each. 

 
11. Chair of the Audit Committee will interview final candidates for positions within the 

Finance and Accounting department and review and advise CEO, CFO, or Controller 
whether to hire or not. 

 
12. Review and discuss with management and the Independent Auditors any material off-

balance sheet financing and any other material financial arrangement that does not 
appear in the financial statements of the Company. 

 
 C. Reporting to the Board 
 

1. The Committee shall report to the Board at its next ensuing meeting the matters 
discussed at the last meeting of the Committee.  This report shall include a review of 
any issues that arose with respect to the quality or integrity of the Company’s 
financial statements, the Company’s compliance with legal and regulatory 
requirements, the qualifications, independence and performance of the Company’s 
independent auditors, compliance by the Company with legal and regulatory 
requirements and any other matters that the Committee deems appropriate or is 
requested to be included by the Board. 
 

2. The Committee will distribute the minutes of each Committee meeting to the 
Committee, CEO, CFO, Controller and the Board for review. 

 
3. At least annually, the Committee shall evaluate its own performance and report to the 

Board on such evaluation. 
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4. The Committee shall on an annual basis review and assess the adequacy of this 
Charter and recommend any proposed changes to the Board. 

 
 D. Other Responsibilities 
 

1. The Committee shall review periodically the Company’s progress towards complying 
with the Sarbanes-Oxley Act of 2002. 

 
2. The Committee shall review and assess the Company’s processes for administering a 

Code of Business Conduct and Ethics for its principal executive officer and senior 
finance officers and personnel. 

 
3. The Committee shall receive periodic reports from the CFO and/or Controller relating 

to significant accounting developments including emerging issues and the impact of 
accounting changes where material. 

 
4. The Committee shall receive periodic reports from the CFO and/or Controller relating 

to the services provided by the Independent Auditors and to determine whether such 
services are in compliance with the Company’s Pre-Approval Policy for audit and 
non-audit services. 

 
5. The Committee will review and approve all insurance coverage’s besides Directors 

and Officers Liability insurance excluding Health/Welfare and Worker’s 
Compensation. All policy changes during the term required to comply with 
federal/state law, client/customer agreements, leases or debt facilities are to be 
reviewed and approved by the Chair of the Audit Committee.  

 
 
6.  The Committee will periodically review 

• the status of significant tax matters affecting the Company 
• the Company’s risk management policies 
• the Company’s accounting for and controls related to compensation, such as 

stock options and other equity awards, deferred compensation, and the 
Company’s 401(k) plan. 
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7.  The Committee will perform any other activities required by applicable law, rules or 
regulations, including the rules of the SEC and any stock exchange or market on 
which the Company’s securities may be listed from time to time, and perform such 
other activities that are consistent with this Charter, the Company’s Bylaws and 
governing laws, as the Committee or the Board deems necessary or appropriate. 


