
CHARTER FOR THE AUDIT COMMITTEE 
OF 

THE BOARD OF DIRECTORS  
OF 

DIGITAL VIDEO SYSTEMS, INC. 

PURPOSE: 

The purpose of the Audit Committee of the Board of Directors of Digital Video 
Systems, Inc. (the “Company”) shall be: 

• to provide oversight and monitoring of Company management and the 
independent auditors and their activities with respect to the Company’s 
financial reporting process; 

• to provide the Company’s Board of Directors with the results of its monitoring 
and recommendations derived therefrom; 

• to outline to the Board improvements made, or to be made, in internal 
accounting controls; 

• to approve the selection, compensation, evaluation and replacement of the 
independent auditors to audit the Company’s financial statements and oversee 
the activities and independence of the auditors; and 

• to provide to the Board of Directors such additional information and materials 
as it may deem necessary to make the Board of Directors aware of significant 
financial matters that require the attention of the Board of Directors. 

 
The Audit Committee will undertake those specific duties and responsibilities listed 
below and such other duties as the Board of Directors may from time to time prescribe. 

MEMBERSHIP: 
 
The Audit Committee members will be appointed by, and will serve at the discretion of, 
the Board of Directors and will consist of at least three members of the Board of 
Directors.  Members of the Audit Committee must meet the following criteria: 

1. Each member will be an independent director, in accordance with (i) the 
Nasdaq Stock Market, Inc. Marketplace Rules (the “Nasdaq Rules”) Audit 
Committee requirements and (ii) the rules of the SEC; 

2. Each member will be able to read and understand fundamental financial 
statements, in accordance with the Nasdaq Rules Audit Committee 
requirements; and 



3. At least one member will be “audit committee financial expert” as defined 
by the rules of the SEC; and  

4. At least one member will have past employment experience in finance or 
accounting, requisite professional certification in accounting, or other 
comparable experience or background, including a current or past position 
as a chief executive or financial officer or other senior officer with 
financial oversight responsibilities. 

RESPONSIBILITIES: 
 
The responsibilities of the Audit Committee shall include: 

• providing oversight and monitoring of Company management and the 
independent auditors and their activities with respect to the Company’s audit 
and financial reporting process (including the resolution of any disagreements 
between management and the independent auditors regarding financial 
reporting); 

• approving the selection, compensation, evaluation and replacement of the 
independent auditors; 

• recommending the selection and, where appropriate, replacement of the 
independent auditors to the Board of Directors; 

• reviewing and pre-approving fee arrangements with the independent auditors; 

• reviewing and pre-approving the independent auditors’ proposed audit scope, 
approach and independence; 

• reviewing the performance of the independent auditors, who shall be 
accountable to the Board of Directors and the Audit Committee; 

• requesting from the independent auditors a formal written statement 
delineating all relationships between the auditor and the Company, consistent 
with Independent Standards Board Standard No. 1, and engaging in a dialogue 
with the auditors with respect to any disclosed relationships or services that 
may impact the objectivity and independence of the auditors; 

• directing the Company’s independent auditors to review before filing with the 
SEC the Company’s interim financial statements included in Quarterly 
Reports on Form 10-Q, using professional standards and procedures for 
conducting such reviews; 



• discussing with the Company’s independent auditors the matters required to 
be discussed by Statement on Accounting Standard No. 61, as it may be 
modified or supplemented; 

• reviewing with management, before release, the audited financial statements 
and Management’s Discussion and Analysis in the Company’s Annual Report 
on Form 10-K; 

• providing a report in the Company’s proxy statement in accordance with the 
requirements of Item 306 of Regulation S-K and Item 7(e) (3) of Schedule 
14A;  

• reviewing the Audit Committee’s own structure, processes and membership 
requirements;  

• reviewing on a continuing basis the adequacy of the Company’s system of 
internal controls; 

• conducting a post-audit review of the financial statements and audit findings, 
including any significant suggestions for improvements provided to 
management by the independent auditors; 

• reviewing management’s monitoring of compliance with the Company’s 
Standards of Business Conduct and with the Foreign Corrupt Practices Act; 

• reviewing, in conjunction with counsel, when necessary, any legal matters that 
could have a significant impact on the Company’s financial statements; 

• providing oversight and review of the Company’s investment policies; 

• if necessary, instituting special investigations and, if appropriate, hiring 
special counsel or experts to assist in carrying out its duties; 

• establishing and monitoring procedures for handling complaints regarding 
accounting, internal accounting controls or auditing matters, including 
procedures for confidential, anonymous submission of concerns by employees 
regarding accounting and auditing matters; 

• reviewing proposed related party transactions for potential conflicts of interest 
and approving such related party transactions in advance; and 

• performing such other duties as may be requested by the Board of Directors. 

 

 



MEETINGS: 
 
The Audit Committee will meet at least quarterly. The Audit Committee may establish its 
own schedule, which it will provide to the Board of Directors in advance. 
The Audit Committee will meet separately with the independent auditors as well as 
members of the Company’s management as it deems appropriate in order to review the 
financial controls of the Company.   
 
The Audit committee is authorized, by majority vote or unanimous written consent of its 
members, to adopt its own rules of procedure, including the formalities of calling, 
noticing and holding meetings and for the taking of action of the Audit Committee by 
vote at any such meeting or by unanimous written consent of the members thereof, and 
that unless and until any such procedures are formally adopted by the Audit Committee, 
the procedures with respect to calling, noticing and holding meetings of the Audit 
Committee and conducting business of the Audit Committee shall be the same as those 
provided in the Bylaws of the Company with respect to calling, noticing and holding 
meetings of and taking action by the Board of Directors. 
 
MINUTES: 
 
The Audit Committee will maintain written minutes of its meetings, which minutes will 
be filed with the minutes of the meetings of the Board of Directors. 
 
REPORTS: 

Apart from the report prepared pursuant to Item 306 of Regulation S-K and Item 7(e) (3) 
of Schedule 14A, the Audit Committee will summarize its examinations and 
recommendations to the Board in written form from time to time as may be appropriate, 
consistent with the Committee’s charter. 
 
 


