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APOLLO MEDICAL HOLDINGS, INC. 

 

AUDIT COMMITTEE CHARTER 

 

This Audit Committee Charter was adopted by the board of directors (the “Board”) of Apollo 

Medical Holdings, Inc. (the “Company”) on August 30, 2014. 

 

I. Purpose 

 

The Audit Committee (the “Committee”) of the Board of the Company is established by the 

Board to assist the Board in:  

 

(1) monitoring and ensuring: (a) the integrity of the Company’s financial statements; (b) the 

Company’s compliance with legal and regulatory requirements; (c) the qualifications and 

independence of the Company’s independent auditors; (d) the performance of the Company’s 

internal audit function and external auditors;  

 

(2) preparing the report required to be prepared by the Audit Committee under the rules of the 

Securities and Exchange Commission (“SEC”) for inclusion in the Company’s annual proxy 

statement; and  

 

(3) overseeing the accounting and financial reporting processes of the Company and the audits of 

the financial statements of the Company. 

 

II. Composition and Meetings 

 

The Committee will consist of three or more directors, each of whom will be appointed by the 

Board at the annual organizational meeting of the Board to serve until their successors are 

appointed and qualified or until their earlier resignation or removal. Unless a chairperson is 

elected by the full Board, the members of the Committee may designate a chairperson by 

majority vote. The Board may remove any member of the Committee at any time, with or 

without cause. 

  

All of the members of the Audit Committee shall satisfy the independence, experience and 

financial expertise requirements of Section 10A (“Section 10A”) of the Securities Exchange Act 

of 1934 (the “Exchange Act”), as amended by the Sarbanes-Oxley Act of 2002 (the “Act”) and 

the listing standards of the securities exchange(s) upon which the Company is or anticipates 

being listed, and shall satisfy any other applicable regulatory requirements. No member of the 

Committee may have participated in the preparation of the Company’s or any of its subsidiaries’ 

financial statements at any time during the past three years. 

 

Each member of the Committee must be financially literate, as determined by the Board. At least 

one member of the Committee must have accounting or related financial management expertise, 

as determined by the Board. If possible, at least one member of the Committee shall be an “audit 

committee financial expert” as defined in Item 407(d)(5)(ii) of Regulation S-K. A person who 
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satisfies this definition of audit committee financial expert will also be presumed to have 

accounting or related financial management expertise. 

 

No member of the Committee may serve simultaneously on the audit committee of more than 

two other public companies. 

 

The Committee will meet with such frequency, and at such times as its chairperson, or a majority 

of the Committee, determines. A special meeting of the Committee may be called by the 

chairperson and will be called promptly upon the request of two Committee members.  

 

The notice and agenda for each meeting will be approved by the chairperson and circulated to 

each member prior to the meeting. Any member may suggest items for consideration. Briefing 

materials will be provided to members of the Committee as far in advance as practicable. Each 

Committee meeting will conclude with an executive session of the Committee absent members 

of management.  

 

The Committee shall meet separately, and periodically, with management, members of the 

Company’s internal audit department and representatives of the Company’s independent 

auditors, and shall invite such members to its meetings as it deems appropriate, to assist in 

carrying out its duties and responsibilities. 

 

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 Committee 

members to ensure an accurate final record, approved at a subsequent meeting of the Committee 

and distributed to the full Board. Minutes of each meeting will be kept with the regular corporate 

records. As part of its responsibility to foster open communication, the Committee may meet 

periodically with management, the Company’s chief financial officer, in house counsel, or 

outside counsel.  

 

Unless the Committee or the Board adopts other procedures, the provisions of the Company’s 

Bylaws applicable to meetings of Board committees will govern meetings of the Committee. The 

Committee is governed by the same rules regarding meetings (including meetings in person or by 

telephone or other similar communications equipment), action without meetings, notice, waiver 

of notice, and quorum and voting requirements as are applicable to the Board.  

 

The Committee chairperson shall report regularly to the Board regarding its actions and make 

recommendations to the Board as appropriate. The Committee may form and delegate authority 

to subcommittees when appropriate. 

 

The Committee shall review this Charter at least annually and recommend any proposed changes 

to the Board for approval. 

 

III. Authority, Responsibilities and Duties 

 

In carrying out its duties and responsibilities, the Committee will have the authority, in its sole 

discretion, to: retain and obtain the advice and assistance of independent outside legal counsel, 
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accounting or other consultants or experts to advise the Committee; meet with and seek any 

information it requires from employees, officers, directors, or external parties; request any 

officer or employee of the Company or the Company’s outside counsel or independent registered 

public accounting firm to attend a meeting of the Committee or to meet with any members of, or 

consultants to, the Committee; appoint and delegate authority to subcommittees, including 

management subcommittees; and conduct any investigation it deems necessary or appropriate to 

fulfilling its duties. The Company will provide appropriate funding, as determined by the 

Committee, for compensation to any consultants or experts the Committee chooses to engage, 

and for payment of ordinary administrative expenses of the Committee that are necessary or 

appropriate in carrying out its duties. 

 

In carrying out their duties and responsibilities, the members of the Committee are entitled to 

rely on: the Company’s management for the preparation and accuracy of the Company’s 

financial statements; both the Company’s management and its internal audit department for 

establishing effective internal controls and procedures to ensure the Company’s compliance with 

accounting standards, financial reporting procedures and applicable laws and regulations; and the 

Company’s independent auditors for an unbiased, diligent audit of the Company’s financial 

statements and the effectiveness of the Company’s internal controls and procedures. Committee 

members are not responsible for conducting the audit or performing other accounting procedures. 

 

The Committee is granted the authority to investigate any activity of the Company and its 

subsidiaries, and all employees are directed to cooperate as requested by members of the 

Committee. The Committee may request any officer or employee of the Company or the 

Company’s internal counsel, outside counsel or independent auditor to attend a Committee 

meeting. 

 

The Committee shall identify and routinely access all relevant information necessary to carry out 

its responsibilities, including key operating reports of the Company. The Audit Committee shall, 

at its discretion, retain and determine funding for outside resources including advice and 

assistance from outside legal, accounting or other advisors to help review and assess such 

information.  

 

As broad as the Committee’s authority is, its main function is oversight. 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; this 

is the responsibility of management and the independent auditor. It also is not the Committee’s 

responsibility to assure compliance with laws and regulations and the Company’s compliance 

policies and procedures.  

 

The independent auditors for the Company are accountable to the Board and the Committee as 

representatives of the shareholders. The Company shall provide appropriate funding, as 

determined by the Committee, for ordinary administrative expenses that are necessary or 

appropriate in carrying out its duties. 

The Committee may perform any other activities consistent with this Charter, the Company’s 

Bylaws and governing law as the Board deems necessary or appropriate.  
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In carrying out its responsibilities, the policies and procedures of the Committee shall remain 

flexible, in order to best react to changing conditions. The Committee will:  

 

1. Possess the ultimate authority to select, retain, determine compensation for, oversee the 

work of, and when appropriate, terminate the Company’s independent auditors for the 

purpose of auditing the Company’s annual financial statements, books, records, accounts 

and internal controls over financial reporting, subject to ratification by the Company’s 

stockholders of the selection of the independent auditors.  

 

2. Possess the ultimate authority to approve the fees and terms of all audit engagements and 

approve in advance all permitted non-audit and tax services that may be provided by the 

Company’s independent auditors or other registered public accounting firms, and 

establish policies and procedures for the Committee’s pre-approval of permitted services 

by the Company’s independent auditors or other registered public accounting firms on an 

on-going basis. 

 

3. Review and discuss with the Company’s independent auditors (1) the auditors’ 

responsibilities under generally accepted auditing standards and the responsibilities of 

management in the audit process, (2) the overall audit strategy, (3) the scope and timing 

of the annual audit, (4) any significant risks identified during the auditors’ risk 

assessment procedures and (5) when completed, the results, including significant 

findings, of the annual audit. 

 

4. Select, retain, compensate, oversee and terminate, if necessary, any other 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 Company. 

 

5. At least annually, to obtain and review a report by the Company’s independent auditors 

that describes (1) the accounting firm’s internal quality control procedures, (2) any issues 

raised by the most recent internal quality control review, peer review or Public Company 

Accounting Oversight Board review or inspection of the firm or by any other inquiry or 

investigation by governmental or professional authorities in the past five years regarding 

one or more audits carried out by the accounting firm and any steps taken to deal with 

any such issues, and (3) all relationships between the accounting firm and the Company 

or any of its subsidiaries; and to discuss with the independent auditors this report and any 

relationships or services that may impact the objectivity and independence of the 

auditors, including each permissible non-audit service provided to the Company, 

consistent with Independence Standards Board Standard 1.  

 

6. Actively engage in a dialogue with the independent auditors with respect to any 

relationship or service disclosed in the independent auditors’ annual written statement 

that may impact the objectivity and independence of the independent auditors and take, or 

recommend that the full Board take, appropriate action to oversee the independence of 

the independent auditors.  
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7. Review the qualifications, performance and independence of the lead partner of the 

independent auditor team and the audit firm itself. In making this review, the Committee 

will take into account the assessments of management and the Company’s internal 

auditors.  

 

8. Evaluate whether it is appropriate to rotate the lead audit partner or the audit firm itself.  

 

9. Meet with the independent auditors and financial management of the Company to review 

the scope of the proposed audit for the current year and the audit procedures to be 

utilized, and at the conclusion thereof, review such audit including any comments or 

recommendations of the independent auditors.  

 

10. Review with the independent auditor any reports or communications required by or 

referred to in Statement of Auditing Standards No. 61, including any problems or 

difficulties the auditor may have encountered and any management letter provided by the 

auditor and the Company’s response to that letter. Such review should include:  

 

o Any difficulties encountered in the course of the audit work, including any 

restrictions on the scope of activities or access to requested information, and any 

significant disagreements with management;  

o Any changes required in the planned scope of the audit; and  

o Any accounting adjustments proposed by the auditor but “passed” as immaterial 

or otherwise.  

 

11. At its discretion, the Audit Committee may review with the independent auditor both 

communications between the audit team and the audit firm’s national office respecting 

any significant auditing or accounting issues presented by the engagement and the 

internal audit department responsibilities, budget and staffing. 

 

12. Obtain from the independent auditors assurance that the annual audit was conducted in a 

manner consistent with Section 10A, which sets forth certain procedures to be followed 

in any audit of financial statements required under the Exchange Act.  

 

13. Review with management, the internal audit department and the Company’s independent 

auditors the adequacy and effectiveness of the Company’s financial reporting processes, 

internal control over financial reporting and disclosure controls and procedures, including 

any significant deficiencies or material weaknesses in the design or operation of, and any 

material changes in, the Company’s processes, controls and procedures and any special 

audit steps adopted in light of any material control deficiencies, and any fraud involving 

management or other employees with a significant role in such processes, controls and 

procedures, and review and discuss with management and the Company’s independent 

auditors disclosure relating to the Company’s financial reporting processes, internal 

control over financial reporting and disclosure controls and procedures, the independent 

auditors’ report on the effectiveness of the Company’s internal control over financial 

reporting and the required management certifications to be included in or attached as 
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exhibits to the Company’s annual report on Form 10-K or quarterly report on Form 10-Q, 

as applicable. 

 

14. Review and discuss with the Company’s independent auditors any other matters required 

to be discussed by PCAOB Auditing Standards No, 16, Communications with Audit 

Committees. 

 

15. Review with management and the independent auditors, the Company’s annual audited 

financial statements and quarterly financial statements, including: the Company’s 

disclosures under “Management’s Discussion and Analysis of Financial Condition and 

Results of Operation”; major issues regarding accounting principles and auditing 

standards and financial statement presentation; and the independent auditor’s judgment as 

to the accuracy of financial information, adequacy of disclosures and quality of the 

Company’s accounting principles. 

 

16. Recommend to the Board that the audited financial statements and the MD&A section be 

included in the Company’s Form 10-K and produce the audit committee report required 

to be included in the Company’s proxy statement. 

 

17. Review and discuss with the Company’s independent auditors (1) all critical accounting 

policies and practices to be used in the audit; (2) all alternative treatments of financial 

information within generally accepted accounting principles (“GAAP”) that have been 

discussed with management, the ramifications of the use of such alternative treatments 

and the treatment preferred by the auditors; and (3) other material written 

communications between the auditors and management. 

 

18. Review as needed an analysis prepared by management or the independent auditor of 

significant financial reporting issues and judgments made in connection with the 

preparation and presentation of the Company’s financial statements, including an analysis 

of the effect of alternative GAAP methods on the Company’s financial statements, any 

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

the effect of regulatory and accounting initiatives and off-balance sheet structures on the 

Company’s financial statements, and a description of any transactions as to which 

management obtained Statement on Auditing Standards No. 50 letters.  

 

19. Review with management and the independent auditors the Company’s earnings press 

releases, including the type of information to be included and its presentation and the use 

of any pro forma or adjusted non-GAAP information, before their release to the public, as 

well as financial information and earnings guidance provided to analysts and rating 

agencies, including the type of information to be disclosed and type of presentation to be 

made. 

 

20. 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 the confidential, anonymous submission by Company employees of concerns 

regarding questionable accounting or auditing matters. 
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21. Establish procedures for the confidential, anonymous submission by employees of the 

Company of concerns regarding questionable accounting or auditing matters.  

 

22. Review with management and the independent auditor any correspondence with 

regulators or governmental agencies and any employee complaints or published reports 

that raise material issues regarding the Company’s financial statements or accounting 

policies.  

 

23. Set policies for the Company’s hiring of employees or former employees of the 

independent auditor who were engaged on the Company’s account.  

 

24. Annually review with the independent auditors, the Company’s internal auditors, and 

financial and accounting personnel the adequacy and effectiveness of the internal control 

over financial reporting of the Company, and any special audit steps adopted in light of 

material control deficiencies, and make or review any recommendations for the 

improvement of such internal control over financial reporting or particular areas where 

new or more detailed controls or procedures are desirable. Particular emphasis will be 

given to the adequacy of such internal control over financial reporting to expose 

payments, transactions or procedures that might be deemed illegal or otherwise improper. 

 

25. Review the functions of the Company’s internal audit department, including its purpose, 

organization, responsibilities, budget and performance; and to review the scope, 

performance and results of such department’s internal audit plans, including any reports 

to management and management’s response to those reports.  

 

26. Review the internal audit function of the Company, including the independence of the 

function, the ability of the function to raise issues to the appropriate level of authority, the 

proposed audit plans for the coming year, and the coordination of such plans with the 

independent auditors. The Audit Committee should request copies or summaries of the 

significant reports to management prepared by the internal auditing department and 

management’s responses.  

 

27. Review and approve the hiring or dismissal of the Chief Financial Officer. 

 

28. Review recommendations and findings of the internal auditors to assure that appropriate 

actions are taken by management.  

 

29. Review the appointment and replacement of the senior internal auditing executive.  

 

30. Review with management and the independent auditor the effect of regulatory and 

accounting initiatives as well as off-balance sheet structures on the Company’s financial 

statements.  

 

31. Meet periodically with management and the internal audit department to review the 

Company’s policies with respect to risk assessment and risk management, the Company’s 
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major financial risk exposures and the steps management has taken to monitor and 

control such exposures.  

 

32. Review and approve significant changes to the Company’s selection or application of 

accounting principles and practices as suggested by the independent auditor, internal 

auditor or management.  

 

33. Review with the Company’s General Counsel: legal matters that may have a material 

impact on the financial statements or reflect upon the Company’s compliance policies; 

any material reports or inquiries received from regulators or governmental agencies; 

material pending legal proceedings involving the Company; and other contingent 

liabilities.  

 

34. Review disclosures made by the Company’s principal executive officer and principal 

financial officer regarding compliance with their certification obligations under the Act, 

including the Company’s disclosure controls and procedures and internal controls for 

financial reporting and evaluations thereof.  

 

35. Review, approve and oversee any transaction between the Company and any related 

person (as defined in Item 404 of Regulation S-K), and to develop policies and 

procedures for the Committee’s approval of related party transactions. 

 

36. Review the Company’s compliance with applicable laws and regulations and to review 

and oversee policies and procedures designed to promote such compliance.  

 

37. Conduct or authorize an investigation of any matter brought to its attention within the 

scope of its duties, with the power to retain outside counsel for this purpose if, in its 

judgment, such investigation is appropriate. The Committee shall report to the Board of 

Directors the results of its investigation and make such recommendations, as it may deem 

appropriate.  

 

38. Review and reassess the adequacy of this Charter annually and recommend any proposed 

changes to the Board for approval.  

 

39. Resolve disagreements, if any, between management and the independent auditor.  

 

IV. PERFORMANCE EVALUATION 

 

The Committee shall conduct an annual evaluation of the performance of its duties under this 

Charter and shall present the results of the evaluation to the Board. The Committee shall conduct 

this evaluation in such manner as it deems appropriate. 

 


