REXAHN PHARMACEUTICALS, INC.
AUDIT COMMITTEE CHARTER
(reviewed and amended as of May 28, 2019)
I.

Purpose

The Audit Committee (the “Committee”) is appointed by the Board of Directors (the “Board”) of
Rexahn Pharmaceuticals, Inc. (the “Company”) to assist the Board in overseeing (1) the accounting
and financial reporting processes of the Company, (2) the risk management, internal control, and
disclosure control processes and systems of the Company, (3) the integrity and audits of the
financial statements of the Company, (4) the compliance by the Company with legal and regulatory
requirements, (5) the qualifications, performance and independence of the Company’s independent
auditors, and (6) the performance of the Company’s internal audit functio n, if any.
Consistent with the Board’s and the Committee’s oversight roles, the Committee should encourage
continuous improvement of, and should foster adherence to, the Company’s policies, procedures and
practices at all levels. The Committee shall encourage open communication among the independent
auditors, financial and senior management and 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 financ ia l
statements are complete and accurate and are in accordance with generally accepted accounting
principles and applicable rules and regulations. These duties are the responsibility of manageme nt
and the independent auditors.
II.

Committee Membership

The Committee shall consist of at least three members of the Board, one of whom shall be
designated the chairman, and each of whom shall meet the independence, qualification and
experience requirements of The Nasdaq Stock Market (“Nasdaq”), Rule 10A-3 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), and the applicable rules and regulatio ns
of the Securities and Exchange Commission (the “SEC”). No member of the Committee can have
participated in the preparation of the Company’s or any subsidiary’s financial statements at any
time during the past three years.
Each member of the Committee must be able to read and understand fundamental financ ia l
statements, including the Company’s balance sheet, income statement and cash flow statement. In
addition, at least one member of the Committee must have past employment experience in finance
or accounting, requisite professional certification in accounting or other comparable experience or
background that leads to financial sophistication. At least one member of the Company must be
an “audit committee financial expert” as defined in Item 407(d)(5)(ii) of Regulation S-K. A person
who satisfies this definition of audit committee financial expert will also be presumed to have
financial sophistication. If a Committee member simultaneously serves on the audit committees of
more than three public companies, the Board must determine whether such simultaneous service
would not impair the ability of such member to effectively serve on the Committee and this
determination will be disclosed in the Company’s annual meeting proxy statement.

The members of the Committee shall be appointed by the Board, taking into account the
recommendations of the Nominating and Corporate Governance Committee. Members of the
Committee may be replaced by the Board. Unless a chairman is appointed by the Board, the
members of the Committee may designate a chairman by majority vote.
III.

Meetings

The Committee shall meet at least four times a year, with further meetings to occur, or action to be
taken by unanimous written consent, when deemed necessary or desirable. Meetings may be called
by the chairman of the Committee, at the request of any member of the Committee, or by any
member of the Board. The Committee shall meet periodically in separate executive sessions with
management (including the Chief Financial Officer) and the independent auditors, and have such
other direct and independent action with such persons from time to time as the members of the
Committee deem appropriate. The Committee may request any officer or employee of the Company
or the Company’s outside legal counsel or independent auditors to attend a meeting of the
Committee or to meet with any members of, or consultants to, the Committee.
For the transaction of any business at any meeting of the Committee, a majority of the members
shall constitute a quorum. The Committee shall take action by the affirmative vote of a majority
of the members present at a duly held meeting. The Committee may also take action by
unanimous written consent to the fullest extent permitted by the Delaware General Corporation
Law. If less than a quorum is available for a given meeting, the Board may, in its discretio n,
delegate the responsibilities of the Committee to the available members of the Committee and/or
any substitute members who meet the qualifications for membership for the purposes of such
meeting, including the delegation of its authority to grant pre-approvals of audit and permitted
non-audit services, provided that decisions made under such authority shall be presented to the
full Committee at its next meeting.
The Committee shall report regularly to the Board concerning its actions. The Committee may
invite members of management and outside parties, including the Company’s independent and
internal auditors, if any, legal counsel and other advisors, to its meetings as it deems appropriate.
IV.

Fees

The only compensation that members of the Committee may receive from the Company shall be
fees for service as a member of the Board and any Board committees, and such other amounts
that may be permitted under the Exchange Act and the rules promulgated thereunder, and the
applicable rules of Nasdaq.
V.

Committee Authority and Responsibilities

The following processes of the Committee are designed to assist it in carrying out its oversight
responsibilities. These processes are set forth as a guide with the understanding that the Committee
may supplement them as appropriate and may establish policies and procedures from time to time
that it deems necessary or advisable in fulfilling its responsibilities.
1.

The Committee shall have the sole authority to appoint, retain, evaluate, compensate,
oversee, terminate and replace the independent auditors (subject, if applicable, to shareowner

ratification) and approve all audit engagement terms. The Committee shall be directly
responsible for the oversight of the work of the independent auditors (including resolving
disagreements between management and the independent auditors regarding financ ia l
reporting) for the purpose of preparing or issuing an audit report or performing other audit,
review or attest services. The independent auditors shall report directly to the Committee.
2.

The Committee shall preapprove all services to be performed for the Company by the
independent auditors, including audit services, internal control-related services and permitted
non-audit services (such as tax services), including the fees and terms thereof, subject to the
de minimis exceptions for non-audit services described in Section 10A(i)(1)(B) of the
Exchange Act, which are approved by the Committee prior to the completion of the audit.
The Committee may form and delegate authority to subcommittees consisting of one or more
of its members, when appropriate, including the authority to preapprove audit (includ ing
audit-related) and permitted non-audit services, provided that decisions of any such member
to preapprove shall be presented to the full Committee at its next scheduled meeting. Any
approval by the Committee of non-audit services to be performed by the independent auditors
shall be disclosed to investors in the Company’s annual meeting proxy statement and Annual
Report on Form 10-K (the “Annual Report”) filed with the SEC.

Financial Statement and Disclosure Matters
3.

Review and discuss the Company’s annual audited financial statements with manage me nt
and the independent auditors, including the Company’s disclosures made in manageme nt’s
discussion and analysis of financial condition and results of operations, prior to the filing
of the Annual Report.

4.

Recommend to the Board whether the annual audited financial statements should be
included in the Company’s Annual Report. Prepare and submit the audit committee report
as required by the rules of the SEC for inclusion in the Company’s annual proxy statement
or Annual Report.

5.

Review and discuss with management and the independent auditors (a) significant issues
regarding accounting and auditing principles and practices and financial statement
presentations, including any significant changes in the Company’s selection or applicatio n
of accounting principles, and any major issues as to the adequacy of the Company’s interna l
and disclosure controls and any special audit steps adopted in light of material control
deficiencies; (b) analyses prepared by management and/or the independent auditors setting
forth significant financial reporting issues and judgments made in connection with the
preparation of the Company’s financial statements, including analyses of the effect of
alternative Generally Accepted Accounting Principles (“GAAP”) methods on the
Company’s financial statements; and (c) the effect of regulatory and accounting initiatives,
as well as any off-balance sheet structures, on the Company’s financial statements.

6.

Review and discuss with management and the independent auditors the quarterly earnings
news releases prior to issuance.

7.

Review and discuss with management and the independent auditors the Company’s
quarterly report on Form 10-Q (the “Quarterly Report”), including the Company’s quarterly
financial statements and the disclosures made in management’s discussion and analysis of
financial condition and results of operations. This review shall occur prior to the filing of
the Quarterly Report.

8.

Review and discuss with management financial guidance provided to analysts and rating
agencies prior to issuance.

9.

Discuss periodically with management any use of “pro forma”, or “adjusted” non-GAAP,
information (i.e., non-GAAP financial measures) that may be included in the Annual Report,
a periodic report, earnings release or financial information or earnings guidance provided
to analysts and rating agencies. This responsibility may be performed generally (i.e., by
discussing the types of information to be disclosed).

10.

Review, prior to submitting the CEO and CFO quarterly report or annual report certification
to the SEC, (a) all significant deficiencies and material weaknesses in the design or operation
of internal control over financial reporting which are reasonably likely to adversely affect the
Company’s ability to record, process, summarize and report financial information; (b) any
fraud, whether or not material, that involves management or other employees who have a
significant role in the Company’s internal control over financial reporting; and (c) whether or
not there was any change in internal control over financial reporting that occurred during the
Company’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the Company’s internal control over financial reporting, including any
corrective actions with regard to significant deficiencies and material weaknesses.

Oversight of Independent Auditors
11.

Review and evaluate, at least annually, the lead partner of the Company’s independent
auditor team.

12.

Receive and review formal written reports from the independent auditors at least annually
regarding (a) the independent auditors’ internal quality control procedures, (b) 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 (includ ing
PCAOB inspections), within the preceding five years respecting one or more independent
audits carried out by the firm, and (c) any steps taken to deal with any such issues.

13.

At least annually, obtain and review and formal written statement by the independent auditors
that describes all relationships between the independent auditors and the Company,
consistent with the applicable requirements of the Public Company Accounting Oversight
Board regarding the independent accountant’s communications with the audit committee
concerning independence. Evaluate the qualifications, performance and independence of the
independent auditors, including actively engaging in dialogue with the independent auditors
with respect to any disclosed relationships or services that may impact the objectivity and
independence of the independent auditors, considering whether the auditors’ quality controls
are adequate and the provision of permitted non-audit services is compatible with

maintaining the auditors’ independence, and taking into account the opinions of management
and internal auditors, and present to the Board its conclusions and recommendations with
respect to overseeing the independence of the independent auditors.
14.

Review and discuss quarterly reports from the independent auditors related to (a) all critical
accounting policies and practices used by the Company; (b) material alternative treatments of
financial information permitted by GAAP that have been discussed with management,
including the ramifications of the use of such alternative disclosures and treatments, and the
treatment preferred by the independent auditors; and (c) other material written
communications between the independent auditors and management such as any management
letter or schedule of unadjusted differences before the independent auditors’ quarterly or
annual report on the financial statements of the Company is filed with the SEC.

15.

Ensure compliance with all audit partner rotation requirements required by law. Consider
whether, in order to assure continuing auditor independence, it is appropriate to adopt a
policy of rotating the independent auditing firm on a regular basis.

16.

Review and approve the Company’s policies for any hiring of employees or former
employees of the independent auditors.

17.

Meet with the independent auditors to review and approve the scope of the annual audit
and quarterly reviews, including the planning and staffing.

18.

Discuss with the independent auditors the matters required to be discussed by the standards
of the Public Company Accounting Oversight Board relating to the conduct of the audit.

19.

Review with the independent auditors any difficulties the auditors may have encountered
in the course of the audit or review work; any accounting adjustments that were noted or
proposed by the independent auditors but were “passed” (as immaterial or otherwise); and
any management or internal control letter issued or proposed to be issued by the
independent auditors and the Company’s response to that letter, including any restrictions
on the scope of independent auditors’ activities or access to required information, and any
significant changes to the audit plan and any disagreements with management, which if not
satisfactorily resolved, would have affected the independent auditors’ opinion.

Compliance Oversight Responsibilities
20.

Obtain from the independent auditors assurance that Section 10A(b) of the Exchange Act
has not been implicated.

21.

Obtain reports from management and the independent auditors that the Company and its
subsidiary and controlled affiliated entities are in conformity with applicable legal
requirements and the Company’s standards of business conduct and conflict of interest
policies. Advise the Board with respect to the Company’s policies and procedures
regarding compliance with applicable laws and regulations and with the Company’s
standards of business conduct and conflict of interest policies.

22.

Review with management legal matters that may have a material effect on the financia l
statements, the Company’s compliance policies and any material reports or inquir ies
received from regulators or governmental agencies.

23.

The Committee shall assist the Board in its oversight of risk, which includes overseeing the
management of financial risks, such as those risks related to accounting matters, liquid ity
and credit risks, corporate tax positions, insurance coverage, and cash investment strategy
and results, and risks related to the performance of the Company’s internal audit function,
if any, and its independent registered public accounting firm, as well as the Company’s
systems of internal controls and disclosure controls and procedures.

24.

Review and approve the Company’s procedures for (a) the receipt, retention and treatment
of complaints received by the Company regarding accounting, internal accounting controls
or auditing matters; and (b) the confidential, anonymous submission by employees of the
Company of concerns regarding questionable accounting or auditing matters.

25.

Review with the independent auditors, management and the internal auditors (if any), the
adequacy and effectiveness of the Company’s internal controls.
a.

Make inquiries that controls and required approvals are in place to prevent the
Company from engaging the independent auditors in any services that might impact
their independence.

b.

The Committee shall review disclosures about any significant deficiencies or
material weaknesses in the design or operation of the Company’s system of interna l
controls and any fraud involving management or employees playing a significa nt
role in the Company’s system of internal controls, including, to the extent
applicable, any disclosures made by the Company’s chief executive officer and
chief financial officer during their certification process for the Annual Report and
Quarterly Reports.

c.

Review any special steps or remedial measures adopted in light of material control
weaknesses or significant deficiencies, if any.

d.

Review, to the extent applicable, the Company’s internal controls report and the
independent auditors’ internal controls report prior to the filing of any reports,
including without limitation, any Annual Report required to be filed by the
Company with the SEC.

e.

Review with management the Company’s procedures and practices designed to
provide reasonable assurance that: (i) the Company’s books, records, accounts and
internal accounting controls are established and maintained in compliance with the
Foreign Corrupt Practices Act of 1977, the UK Bribery Act 2010 and similar laws and
regulations to which the Company is subject, and (ii) there are adequate companylevel controls in place to prevent or detect (A) any improper or illegal disbursement
of corporate funds or property of value or (B) the making of any arrangement on
behalf of the Company which may provide for or result in the improper or ille ga l

disbursement of funds or property of value, in order that the Company be in
compliance with such laws and regulations.
26.

Report regularly to the Board, and review with the Board, any issues that arise with respect
to the quality or integrity of the Company’s financial statements, the Company’s
compliance with legal or regulatory requirements or the qualifications, performance and
independence of the independent auditors.

Other Responsibilities
27.

Have the authority, without seeking approval from the Board, to engage independent legal,
financial, accounting or other advisors. The Committee shall have the sole discretion to
retain oversee, compensate and terminate such advisors. The Company will provide for
appropriate funding, as determined by the Committee in its sole discretion, for payment of
compensation to any advisors retained by the Committee. Any communications between
the Committee and legal counsel in the course of obtaining legal advice will be considered
privileged communications of the Company and the Committee will take all steps
reasonably necessary to preserve the privileged nature of those communications.

28.

The Committee shall oversee the integrity of the Company’s information technology
systems, processes and data, and shall periodically, at its discretion, (a) review and assess
with management the adequacy of controls and security for the Company’s informa tio n
technology systems, processes and data, and (b) the Company’s contingency plans in the
event of a breakdown or security breach affecting the Company’s information technology
systems.

29.

Review any other matter brought to its attention within the scope of its duties and report to
the Board as appropriate.

30.

Review and reassess the adequacy of this Charter annually and recommend any proposed
changes to the Board for approval.

31.

Review and approve all proposed transactions between the Company and any director,
officer or other employee of the Company, and any holder of five percent or more of the
Company’s voting capital stock, in order to ensure that any such transaction is on an arm’s
length basis and in accordance with all applicable laws and regulations and the
requirements of any exchange on which the Company’s securities may be listed from time
to time.

32.

Annually conduct an evaluation of the performance of its duties under this Charter.

33.

The Committee will maintain written minutes of its meetings and copies of its actions by
written consent.

VI.

Reliance

To the fullest extent permissible under applicable law, each member of the Committee is entitled
to rely in good faith upon the records of the Company and upon such information, opinions, reports

or statements presented to the Committee by any of the Company’s officers, employees, or
committees, the independent auditors or any other person as to matters the members reasonable
believe are within such other person’s professional or expert competence and who has been
selected with reasonable care by or on behalf of the Company.
****

