KASPIEN HOLDINGS INC.
CHARTER OF THE AUDIT COMMITTEE
OF THE
BOARD OF DIRECTORS
A.

FORMATION OF THE AUDIT COMMITTEE

There shall be a committee of the Board of Directors (the “Board”) of Kaspien Holdings Inc., a New York corporation (the
“Company”), to be known as the “Audit Committee” (the “Committee”). The Committee shall be composed of directors who are
independent of the management of the Company and are free of any relationship that, in the opinion of the Board, would interfere
with the exercise of independent judgment as a committee member. Without limiting the generality of the preceding sentence, the
directors appointed to the Committee shall satisfy the independence requirements of the NASDAQ National Market and shall not be
an affiliated person of the issuer or any subsidiary as defined under the Sarbanes-Oxley Act of 2002. The Committee shall consist of
no fewer than three independent directors, for a term of appointment at the discretion of the Board of Directors, usually for one year.
Compensation paid to a director, directly or indirectly, by the Company, other than compensation for board and committee services,
regardless of the amount is prohibited. All members of the Committee shall have a working familiarity with basic finance and
accounting practices, including the ability to read and understand financial statements at the time of their appointment, and at least
one member of the Committee shall have accounting or related financial management experience, such that they would be
considered a “financial expert” under applicable SEC rules. The Committee shall meet regularly at least four times annually, and
special meetings may be called as circumstances require. The Committee will meet annually with management, the director of the
internal audit function and the independent accountants in separate executive sessions. In addition, the Committee, will meet with
the independent accountants and management quarterly to review the Company’s financials and public filings. The Company shall
provide for appropriate funding, as determined by the Committee, for the performance of its duties, including compensation for the
Company’s independent auditors and any independent counsel and advisors retained by the Committee.
B.

RESPONSIBILITIES OF THE COMMITTEE

The Committee shall assist the corporate directors in fulfilling their responsibility to the Company’s shareholders, potential
shareholders and the investment community, with specific attention to the Company’s accounting function, its SEC and NASDAQ
reporting practices, and the quality and integrity of the Company’s system of internal and disclosure controls regarding finance,
accounting, legal compliance and ethics. It is the responsibility of the Audit Committee to maintain free and open means of
communication among the corporate directors, the independent auditors, the internal auditor (if any), general counsel and outside
counsel to the Company, and the financial management of the Company.
C.

DUTIES OF THE COMMITTEE

In carrying out its responsibilities, the Committee shall:
1.

Review the Charter. Review this charter periodically, at least annually, and update it as conditions

dictate.
2.
Select, authorize and oversee auditors. Have the sole authority to review, select and appoint the
independent auditors to audit the books of the Company and its divisions or subsidiaries. Approve the compensation of independent
auditors, oversee the work of the independent auditors and resolve disagreements between management and the auditors. Among
other things, prior to initially engaging an independent audit firm, the Committee shall receive a written statement consistent with the
applicable requirements of the Public Company Accounting Oversight Board (the “PCAOB”) regarding independent accountants’
communications with the audit committee concerning independence.
3.
Authorize and oversee independent counsel. Appoint and approve compensation for independent
counsel and advisors, including legal, accounting and other experts, as deemed necessary, to obtain clarifications and opinions on the
financial statements, litigation and any other matters as considered necessary.
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4.
Audit Plan. Meet with the independent auditors and financial management of the Company to review
the scope of the proposed external audit for the current fiscal year and the audit procedures to be utilized and, at the conclusion of the
audit, review any comments or recommendations of the independent auditors. As part of the audit plan, the Committee shall review
the process of assessing the risk of fraudulent financial reporting in any material respect, and the procedures that the independent
auditors plan to undertake in the audit. Confirm that the lead audit partner, or the lead audit partner responsible for reviewing the
audit, for the Company’s independent auditors has not performed audit services for the Company for each of the five previous fiscal
years. Consider whether, in order to assure continuing auditor independence, it is appropriate to adopt a policy of rotating
independent auditors on a regular basis.
5.
Approve non-audit services provided by independent auditors. Approve in advance all non-audit
services provided by the independent auditor. Designate at least one member for approval of non-audit services and ratify such
approval at the Audit Committee meeting immediately following the approval. Ensure that the Company publicly discloses
approval for non-audit services in its periodic reports.
6.
Internal Accounting Controls. Review with the independent auditors and the Company’s financial and
accounting management the adequacy and effectiveness of the internal auditing, accounting and financial controls of the Company,
and elicit any recommendations for improvement of the internal control procedures or particular areas where new or more detailed
controls or procedures may be desirable. Discuss guidelines and policies and govern the process by which risk assessment and
management are undertaken.
7.
Auditors’ Internal Quality Control. At least annually, obtain and review an annual report from the independent
auditors describing (i) the independent auditors’ internal quality control procedures and (ii) any material issues raised by the most
recent internal quality control review, peer review or PCAOB review of the independent auditors, or by any inquiry or by
investigation by governmental or professional authorities, within the preceding five years, respecting one or more independent audits
carried out by the independent auditors, and any steps taken to deal with such issues.
8.
Accounting Principles. Meet with financial management of the Company concerning any proposed changes in
accounting principles of the Company and, subject to review with independent auditors, approve such changes.
9.
and officers.

Related Party Transactions. Review and approve all “related party” transactions with the Company’s directors

10.
Code of Ethics. Review,approve and oversee the Company’s policy statements on ethical corporate conduct
and determine whether the views of the Board are sufficiently detailed in the Company’s formal Code of Ethics.
11.
Communication. Establish open channels of communication such that the Company’s employees can
confidentially and anonymously express their concerns over accounting, internal control or auditing matters. Nominate one director
who will receive such concerns. Employees may communicate with the Committee without fear of retaliation or liability for any use
of the information provided.
12.
Proxy Report. Prepare the Audit Committee report to be included in the Company’s annual proxy statement, as
required by the SEC.
13.
Internal Audit Function. Review the internal audit function of the Company, including proposed programs for
the current year and the coordination of such programs with the independent auditors, with particular attention to maintaining the
most effective balance between independent and internal auditing resources.
14.
Operating Results. Review, prior to each Committee meeting but no less than quarterly, a summary of the
Company’s financial results compared to plan and a revised forecast for the balance of the fiscal year provided by financial
management.
15.
Review year-end and quarterly financial statements. Review, prior to release, quarterly unaudited and annual
audited financial statements, and MD&A, with management and the Company’s independent auditors. Review of the year-end
financial statements shall be accompanied by an explanation from management of all significant fluctuations in balance sheet and
income statement line items compared to the preceding fiscal year and to plan. The Committee shall review the disclosures
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contained in the financial statements with the independent auditors to determine that the independent auditors are satisfied with such
disclosures and the content of the financial statements to be presented to the shareholders. The Committee shall discuss with
management, the press releases and earnings guidance provided to analysts and rating agencies although such discussions need not
occur prior to the release or guidance.
16.
Review periodic reports. Review and discuss with the management and the independent auditors the SEC
filings made by the Company and other published documents containing the Company’s financial statements, with attention to
whether the information contained in these documents is consistent with the information contained in the financial statements.
17.
Accounting Accruals. Inquire of financial management of the Company about the existence and substance of
any significant accounting accruals, reserves or estimates made by management that had a material impact on the financial
statements.
18.
Private Consultation with Independent Auditors. Make available the independent auditors for private
consultation at all meetings of the Committee; the independent auditors should be encouraged by the Committee to evaluate the
Company’s financial, accounting and auditing personnel, and describe the level of cooperation that the independent auditors received
during the course of the audit. Review all critical accounting policies and practices to be used; discuss with the independent auditors
all alternative treatments and disclosures of financial information within accounting principles generally accepted in the United States
of America (GAAP), that have been discussed with management, their ramifications and the treatment preferred by the independent
auditors; and all other material written communication between the independent auditors and the management. Ensure that
independent auditors periodically submit formal written statements (consistent with the applicable requirements of the PCAOB
regarding independent accountants’ communications with the audit committee concerning independence) delineating all
relationships between the auditor and the Company and discuss any disclosed relationships or services that may impact, or appear to
impact, the objectivity and independence of the auditor and recommend that the Board take appropriate action regarding the auditor’s
independence. Discuss with the independent auditor matters required to be discussed by Statement of Auditing Standards No. 61
relating to the conduct of the audit.
19.
Hiring employees of the Independent Auditor. Set clear hiring policies for employees or former employees of
the independent auditors.
20.
Review of Legal Matters. Meet at least annually with the appropriate officer of the Company and, if applicable
or appropriate in the Committee’s judgment, outside counsel, to review compliance with the Company’s Code of Ethics and other
policies and procedures, to discuss legal matters that may have a significant impact on the Company’s financial statements and to
review legal compliance matters including security trading policies. The Committee shall cause to be made an investigation into 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, conduct of such an investigation is appropriate.
21.
Income Tax Matters. Review once annually the open years on federal income tax returns, whether there are
significant items that have been or might be disputed by the IRS, and inquire as to the status of the related tax reserves.
22.

Minutes. Submit minutes of all the meetings of the Committee to the Company’s Board.

23.
Letter from Audit Committee Chairman. Submit once annually, at or about the time of the Company’s Annual
Meeting of Shareholders, a letter from the Committee Chairman setting forth to the Board a summary of the Committee’s
responsibilities and activities.
24.
Qualified Legal Compliance Committee. The Committee shall serve as the Company’s Qualified Legal
Compliance Committee (“QLCC”) within the meaning of and in accordance with 17 CFR Part 205. In such capacity, the
Committee shall meet only as and when required to discharge its QLCC responsibilities.
In its capacity as the QLCC, the Committee shall:
1.
Establish written procedures for the confidential receipt, retention and consideration of reports to the Committee
by the appropriate officer of the Company or the Company’s reporting attorneys that credible evidence of a
material violation of an applicable United States federal or state securities law, a material breach of fiduciary
duty arising under United States federal or state law or at common law, or a similar material violation of any
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United States federal or state law by the Company or its subsidiaries or by any officer, director, employee or
agent of the Company or its subsidiaries has occurred, is ongoing or is about to occur (each, a “Material
Violation”).
2.

Inform the appropriate officer of the Company, the Company’s Chief Executive Officer and the Company’s
Chairman of the Board of any evidence of a Material Violation that is reported to the Committee (unless the
Committee reasonably believes that it would be futile to report such evidence of Material Violation to such
persons).

3.

Determine whether an investigation is necessary regarding any evidence of a Material Violation that is reported
to the Committee by the appropriate officer of the Company or reporting attorneys.

4.

If the Committee determines an investigation is necessary or appropriate in relation to a report of evidence of a
Material Violation: (i) notify the Board; (ii) initiate an investigation, which may be conducted either by the
appropriate officer of the Company or by outside attorneys; and (iii) retain such additional expert personnel as
the Committee deems necessary. At the conclusion of any such investigation: (i) recommend to the Board, by
majority vote, that the Company implement an appropriate response to the evidence of a Material Violation; and
(ii) inform the appropriate officer of the Company, the Company’s Chief Executive Officer, the Company’s
Chairman of the Board and the Company’s Board of Directors of the results of any such investigation and the
appropriate remedial measures to be adopted.

5.

Acting by majority vote, take all other appropriate actions to respond to evidence of a Material Violation that is
reported to the Committee by the appropriate officer of the Company or reporting attorney, including the
authority to notify the Securities and Exchange Commission in the event the Company fails in any material
respect to implement the appropriate response that the Committee has recommended the Company to take.
* * * * *

September 2020
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