
PALM HARBOR HOMES, INC. 
 

AUDIT COMMITTEE CHARTER 
 
Purpose 
 
 The Audit Committee (the “Audit Committee” or the “Committee”) shall assist the Board of 
Directors (the "Board") in fulfilling its oversight responsibilities to shareholders, the investment 
community and others for monitoring (1) the quality and integrity of the financial statements of the 
Company; (2) the independence, qualification and performance of the Company’s independent auditors; 
(3) the Company’s accounting and financial reporting processes; and (4) audits of the Company’s 
financial statements. The Audit Committee shall have the authority to retain special legal, accounting or 
other consultants to advise the Audit Committee.  The Audit Committee may request any officer or 
employee of the Company or the Company’s outside counsel or independent auditors to attend a meeting 
of the Audit Committee or to meet with any members of, or consultants to, the Audit Committee. 
 
Organization 
 
 This charter governs the operations of the Audit Committee.  The Audit Committee shall review 
and reassess the adequacy of this charter annually and recommend any proposed changes to the charter to 
the Board for approval.  The Board will appoint Committee members annually.  The Board may remove 
Committee members at any time with or without cause, by a majority vote.  The Board will fill any 
vacancy on the Committee.  The Audit Committee shall be comprised of at least three outside directors, 
each of whom is independent as determined in accordance with the requirements of the Sarbanes-Oxley 
Act of 2002 (“Sarbanes”), NASDAQ, the Securities Exchange Act of 1934, as amended, and the rules and 
regulations of the Securities and Exchange Commission (“SEC”).  Members of the Audit Committee may 
not receive any compensation from the Company other than directors’ fees.  All members of the Audit 
Committee must be financially literate, and at least one member must be an “audit committee financial 
expert” pursuant to Sarbanes and any SEC rules promulgated relating thereto.  No committee member 
may serve on the audit committee of more than two other public companies without Board approval.  The 
Audit Committee shall maintain minutes of its meetings and report to the Board. 
 
Responsibilities and Processes 
 
 While the Audit Committee has the responsibilities and powers set forth in this charter, it is not 
the duty of the Audit 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.  Management is responsible for preparing the Company’s financial statements and the 
Company’s independent auditors are responsible for auditing the annual financial statements and for 
reviewing the unaudited interim financial statements.  It is also not the duty of the Audit Committee to 
conduct investigations to assure compliance with laws and regulations and the Company’s Code of 
Conduct and Ethics. 
 
 The Audit Committee, in carrying out its responsibilities, believes this charter should be reviewed 
periodically, in order to best react to changing conditions and circumstances.  The Audit Committee 
should take appropriate actions to ensure a management environment for quality financial reporting, 
sound business risk practices, and ethical behavior.  The following shall be the principal duties and 
responsibilities of the Audit Committee.  These are set forth as a guide with the understanding that the 
Audit Committee may supplement them as appropriate. 
 



 In carrying out its responsibilities, the Audit Committee shall: 
 
1. Retain, subject to shareholder ratification, the independent auditors of the Company to conduct 
the examination of the books and records of the Company and its affiliates, and terminate any such 
engagement if circumstances warrant.  The independent auditors are ultimately accountable to, and shall 
report directly to, the Audit Committee.  The Audit Committee shall provide oversight of the work of the 
independent auditors, including resolution of disagreements between management and the independent 
auditors regarding financial reporting. 
 
2. Pre-approve all audit services and, to the extent permitted by law, all non-audit services provided 
by the independent auditors, as well as the fees and terms for providing such services. The Audit 
Committee may delegate pre-approval authority to a member of the Audit Committee.  The decisions of 
any Audit Committee member to whom pre-approval authority is delegated must be presented to the full 
Audit Committee at its next scheduled meeting.  However, pre-approval of non-audit services is not 
required if (i) the aggregate amount of non-audit services is less than 5% of the total amount paid by the 
Company to the auditor during the fiscal year in which the non-audit services are provided; (ii) such 
services were not recognized by the Company as non-audit services at the time of the engagement; and 
(iii) such services are promptly brought to the attention of the Committee and, prior to completion of the 
audit, are approved by the Committee or by one or more Committee members who have been delegated 
authority to grant approvals. 
 
3. At least annually, obtain and review a report by the independent auditors describing: (i) the firm’s 
internal quality-control procedures; (ii) 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 authorities, within the preceding five years, respecting any independent audits carried out by 
the firm and any steps taken to deal with any such items; and (iii) all relationships between the 
independent auditor and the Company. 
 
4. Evaluate the performance of the Company’s independent auditors and lead audit partner, and 
report its conclusions to the full Board.   
 
5. Meet with the Company’s independent auditors and management to review the scope of the 
proposed annual audit (and related quarterly reviews), the key audit procedures to be followed and, at the 
conclusion of the audit, review the principal audit findings including any comments or recommendations 
of the Company’s independent auditors. 
 
6. Obtain assurance from the Company’s independent auditors that it has complied with its 
obligation to report fraud that has come to their attention in connection with its audit of the financial 
statements of the Company.  
7. Discuss the Company’s annual audited financial statements and unaudited quarterly financial 
statements with management and the independent auditors, including management’s discussion and 
analysis of financial condition and results of operations.  Discuss other matters with the Company’s  
independent auditors as required by the SEC and, if the financial statements are acceptable, recommend 
that the audited financial statements be included in the Company’s Form 10-K.   
 
8. While the fundamental responsibility for the Company’s financial statements and disclosures 
rests with management and the independent auditors, the Committee will review: (i) major issues 
regarding accounting principles and financial statement presentations, including any significant changes 
in the Company’s selection or application of accounting principles, and major issues as to the adequacy of 
the Company’s internal controls and any special audit steps adopted in light of material control 
deficiencies; (ii) analyses prepared by management 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 and 
the treatment preferred by the independent auditors; (iii) the effect of regulatory and accounting 
initiatives, as well as off-balance sheet structures, on the financial statements of the Company; and 
(iv) earnings press releases (paying particular attention to any use of pro-forma information and non-
GAAP information). 


