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AUDIT COMMITTEE CHARTER 
 
 
 

1.   The Audit Committee shall be composed entirely of directors who are not “interested persons” 

of the Fund within the meaning of the Investment Company Act of 1940 (“independent 

directors”) and who are free of any other relationship that, in the opinion of the Board of 

Directors (the “Board”), would interfere with their exercise of independent judgment as 

Committee members.  The Audit Committee Chairman shall be selected by the members of the 

Committee.   The Audit Committee shall have at least three members, all of whom shall be 

financially literate.  The Chairman of the Committee must have accounting or related financial 

management expertise, as determined by the Board in its judgment. 

 
At least annually, the Board shall determine whether one or more “audit committee financial 

experts,” as such term is defined by the Securities and Exchange Commission (the “SEC”), are 

members of the Committee and whether any such expert is “independent.”  For purposes of this 

finding only, in order to be considered “independent,” any such expert may not, other than in 

his or her capacity as a member of the Committee, the Board or any other Board committee, 

accept directly or indirectly any consulting, advisory or other compensatory fee from the Fund 

(other than Board or committee fees).   The designation of a person as an audit committee 

financial expert (“ACFE”) shall not impose any liability greater than the liability imposed on 

such  person  as  a  member  of  the  Audit  Committee  or  the  Board  in  the  absence  of  such 

designation. 
 

 

2.   The purposes of the Audit Committee 

are: (a) to assist Board oversight of 

 
1. the integrity of the Fund’s financial statements, including reviewing and 

approving any “Management Discussion of Fund Performance” 

2. the Fund’s compliance with legal and regulatory requirements 

3. the independent auditor’s qualifications and independence 

4. the performance of the Fund’s independent auditors 
 

 
(b) to prepare an audit committee report if required by the SEC to be included in the 

Fund’s annual proxy statement; 
 

(c) to oversee the Fund’s accounting and financial reporting policies and practices, its 

internal controls and, as appropriate, the internal controls of certain service providers; 

 

(d) to oversee the quality and objectivity of the Fund’s financial statements and the 

independent audit thereof; 
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(e) to determine the selection, appointment, retention and termination of the Fund’s 

independent auditors, as well as approving the compensation of the auditors; 
 

(f)  to pre-approve all audit and non-audit services provided to the Fund and certain other 

persons (as described in 4(d) and (e) below) by such independent auditors; and 
 

(g)  to act as a liaison between the Fund’s independent auditors and the full Board. The   

Fund’s independent auditors shall report directly to the Committee. 
 

The function of the Committee is oversight. The Fund’s management is responsible for (i) the 

preparation, presentation and integrity of the Fund’s financial statements and any concomitant 

discussions of Fund performance thereof, (ii) the maintenance of appropriate accounting and 

financial reporting principles and policies and (iii) the maintenance of internal controls and 

procedures designed to assure compliance with accounting standards and applicable laws and 

regulations. The auditors are responsible for planning and carrying out proper audits and reviews 

in accordance with generally accepted auditing standards.  In fulfilling their responsibilities 

hereunder, it is recognized that members of the Committee are not full time employees of the Fund 

and are not, and do not represent themselves to be, accountants or auditors by profession or experts 

in the fields of accounting or auditing, notwithstanding the possibility that one or more members 

may be designated an ACFE.  As such, it is not the duty or responsibility of the Committee or its 

members to conduct “field work” or other types of auditing or accounting reviews or procedures.  

Each member of the Committee shall be entitled to rely on (i) the integrity of those persons and 

organizations within and outside the Fund from which it receives information, (ii) the accuracy of 

the financial and other information, including, for example, the information contemplated by 

paragraph 4(b), provided to the Committee by such persons and organizations absent actual 

knowledge to the contrary (which shall be promptly reported to the Fund’s Board) and (iii) 

statements made by the officers and employees of the Fund, the Fund’s adviser or other third 

parties as to any information technology, internal audit and other non-audit services provided by 

the independent auditors to the Fund.  In addition, the evaluation of the Fund’s financial statements 

by the Committee is not of the same scope as, and does not involve the extent of detail as, audits 

performed by the auditors, nor does the Committee’s evaluation substitute for the responsibilities 

of the Fund’s management for preparing, or the auditors for auditing, the financial statements. The 

designation of a person as an ACFE is not intended to impose any greater responsibility or liability 

on that person than the responsibility and liability imposed on such a person as a member of the 

Committee, nor does it decrease the duties and obligations of the other Committee members or the 

Board. 

 

 

The  Committee  shall  have  the  appropriate  resources  and  authority  to  discharge  its  

responsibilities, including the authority to retain special counsel and other experts or 

consultants at the expense of the Fund. The  Committee  shall  also  have  the  authority  to  seek  

information,  data  and  services  from management in order to carry out its responsibilities. 

 

 

3.   With  respect  to  any  subsequent  changes  to  the  composition  of  the  Committee,  and  

otherwise approximately once each year, the Board shall determine: 
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(a) that each member of the Audit Committee is “independent” pursuant to the New York  

Stock Exchange’s (the “NYSE”) governance standards or applicable law or; 

(b)  that each Audit Committee member is financially literate; 

(c) that at least one of the Committee members has accounting or related financial  

management expertise; and 

(d)  the adequacy of the Charter. 

 

4.   To carry out its purposes, the Audit Committee shall have the following duties and powers: 

 

 

(a)  to select, retain, determine the compensation of, or terminate auditors and to oversee the 

work of the Fund’s independent auditors (or any other public accounting firm engaged 

for the purpose of performing other audit, review or attestation services for the Fund) 

and, in connection therewith, to evaluate the independence of the auditors, including 

whether the auditors provide any consulting services to any service provider, to resolve 

any disagreements between management and  the  Fund’s  independent  auditors  

regarding  financial  reporting,  to  receive  the  auditors' specific  representations  as  to  

their  independence  at  least  annually  and  to  recommend  the retention of such auditors 

to the independent directors for their ratification and approval; 

 

(b) to meet with the Fund’s independent auditors, including meetings apart from 

management, as necessary (i) to review the arrangements for and scope of the annual 

audit and any special audits; (ii) to discuss critical accounting policies and practices to 

be used in the annual audit and all  alternative  treatments  of  financial  information  

within  generally  accepted  accounting principles that have been discussed with 

management, the ramifications of the use of such alternative treatments, and the 

treatments preferred by the auditor; (iii) to discuss any matters of importance relating to 

the Fund’s financial statements, including any adjustments to such statements 

recommended by the auditors, or other results of said audit(s); (iv) to consider the 

auditors' comments with respect to the acceptability and appropriateness of the Fund’s 

financial reporting policies, procedures and internal accounting controls, and 

management's responses thereto; (v) to review the form of opinion the auditors propose 

to render to the Board and stockholders; (vi) to review copies of any material written 

communication between the auditor and management, such as any management letter or 

schedule of unadjusted differences; (vii) to review the adequacy and effectiveness of  

relevant internal controls and procedures and the quality of the staff implementing 

those controls and procedures and to obtain annually in writing from the independent 

auditors their letter as to the adequacy of such controls as required by Form  N-SAR;  

(viii)  to  receive  periodic  reports  concerning  regulatory  changes  and  new 

accounting  pronouncements  that  significantly  affect  the  value  of  the  Fund’s  assets  

and  its financial  reporting;  (ix)  to  discuss  any  audit  problems  or  difficulties  and  

management’s response, including any restrictions on the scope of the auditor’s activities 

or on access to requested information, and any significant disagreements with 

management; and (x) to receive disclosure from the auditor regarding all services 

provided by the auditor to the Fund, including the fees associated with those services, at 

least annually, and if the annual communication is not made within 90 days before the 
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filing of the Fund’s annual report, to receive an update, in the 90 day period before the 

filing, of any changes to the previously reported information. 

 

(c)  to  consider  the  effect  upon  the  Fund  of  any  changes  in  accounting  principles  or  

practices proposed by management or the auditors, and to consider, in consultation with 

management and the Fund’s independent auditors, any significant changes to the Fund’s 

tax accounting policies, including those pertaining to its qualification as a regulated 

investment  company under the Internal Revenue Code; 

 

(d)  to review and pre-approve all auditing services and permissible non-audit services (e.g., 

tax services) to be provided to the Fund by the auditor, including the fees therefore.  The 

Committee may delegate to one or more of its members the authority to grant pre-

approvals.  In connection with such delegation, the Committee shall establish pre-

approval policies and procedures, including the requirement that the decisions of any 

member to whom authority is delegated under this sub-section (d) shall be presented to 

the full Committee at each of its scheduled meetings. 

 

Pre-approval for a permitted non-audit service shall not be required if: (1) the aggregate 

amount of all such non-audit services is not more than 5% of the total revenues paid by the 

Fund to the auditor in the fiscal year in which the non-audit services are provided; (2) such 

services were not recognized by the Fund at the time of the engagement to be non-audit 

services; and (3) such services are promptly brought to the attention of the Committee and 

approved prior to the completion of the audit by the Committee or by one or more members of 

the Committee to whom authority to grant such approvals has been delegated by the 

Committee. 

 

Additionally, the Committee shall pre-approve the auditor’s engagements for non-audit 

services with the Fund’s investment advisers (each, an “Adviser”) and any service providers 

controlling, controlled by or under common control with an Adviser (“affiliate”) that provides 

ongoing services to the Fund in accordance with the foregoing paragraph, if the 

engagement relates directly to the operations and financial reporting of the Fund, unless the 

aggregate amount of all services provided constitutes no more than 5% of the total amount 

of revenues paid to the auditor by the Fund, an Adviser and any affiliate of the Adviser that 

provides ongoing services to the Fund during the fiscal year in which the services are provided 

that would have to be pre- approved by the Committee pursuant to this paragraph (without 

regard to this exception). 

 

Prohibited Services - The auditor may not perform contemporaneously any of the 

following non-audit services for the Fund: bookkeeping or other services related to the 

accounting records or financial statements of the Fund; financial information systems design 

and implementation; appraisal or valuation services, fairness opinions, or contribution-in-kind 

reports; actuarial services; internal audit outsourcing services; management functions or 

human resources; broker or dealer, investment adviser, or investment banking services; legal 

services and expert services unrelated to the audit; and any other service that the Public 

Company Accounting Oversight Board determines, by regulation, is impermissible. 

 

(e) to consider whether the provision by the Fund’s auditor of non-audit services to its 
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investment adviser or adviser affiliate that provides ongoing services to the Fund, which 

services were not pre-approved   by   the   Audit   Committee,   is   compatible   with   

maintaining   the   auditor’s independence; 

(f) to investigate any improprieties or suspected improprieties in fund operations and to establish 

procedures for the receipt, retention, and treatment of complaints received by the Fund with 

respect to accounting, internal accounting controls, or auditing matters and the confidential 

anonymous  submission  by  employees  of  the  Fund  and  its  service  providers  of  concerns 

regarding questionable accounting or auditing matters; 

 

(g) to review the findings made in any regulatory examinations of the Fund and consult with 

management on appropriate responses; 

 

(h) to review any material violations of the Code of Ethics for the Fund and its Advisers and 

report the Committee’s findings to the full Board with recommendations for appropriate action; 

 

(i)  to  review  with  the  Fund’s  principal  executive  officer  and/or  principal  financial  officer  

in connection with their certification of Form N-CSR any significant deficiencies in the design 

or operation of internal controls which could adversely affect the Fund’s ability to record, 

process, summarize and report financial data or material weaknesses therein and any 

reported evidence of fraud involving management of other employees who have a significant 

role in the Fund’s internal controls; 

 

(j) to discuss with management policies and guidelines with respect to risk assessment and risk 

management and the system of internal control, and the steps taken to monitor and control 

such risks; 

 

(k)  to  meet  periodically  with  Fund  management,  apart  from  the  Fund’s  independent  

auditors, including without limitation for purposes of reviewing – prior to public dissemination 

– any narratives disclosed to the Fund’s respective stockholders which are deemed 

“Management’s Discussion of Fund Performance” for purposes of Forms N-CSR; 

 

(l)  to discuss the types of information to be disclosed in press releases concerning dividends, 

as well  as  financial  information  provided  to  analysts  and  rating  agencies,  and  the  

type  of presentation to be made; 

 

(m) to establish hiring policies for employees or former employees of the auditor consistent 

with government regulations; 

 

(n) at least annually, to obtain and review a report by the Fund’s independent auditors 

describing: (1) the audit firm’s internal quality control procedures; (2) 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 one or more independent audits carried out by the audit firm, and any 

steps taken to deal with any such issues; and (3) for the purpose of assessing the auditor’s 

independence, all relationships between the independent auditors and the Fund; 
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(o) to review and evaluate the qualifications, performance and independence of the lead partner 

of the auditors; 

 

(p) to assure the regular rotation of the lead audit partner and the reviewing partner, and to 

consider whether there should be regular rotation of the audit firm itself; 

 

(q) to review and discuss the Fund’s audited and unaudited financial statements with 

management and,  in the  case  of  the  audited  financial  statements,  the  independent  

auditor,  including the Fund’s disclosure of management’s discussion of Fund performance, 

and to recommend to the Board, as appropriate, the inclusion of the Fund’s audited   

financial statements in the Fund’s annual report; 

 

(r) to cause the preparation of any report or other disclosures required by the NYSE or the SEC; 

 

 (s) to oversee the Fund’s compliance with 1940 Act asset coverage tests and coverage tests   

under applicable rating agency guidelines and the Fund’s Articles Supplementary, as amended 

or supplemented from time to time; and 

 

(t) to report regularly to the full Board any issues that arise with respect to: (1) the quality 

or integrity of the Fund’s financial statements, (2) the Fund’s compliance with legal or 

regulatory requirements and (3) the performance and independence of the Fund’s independent 

auditors, and to make such recommendations with respect to the above and other matters as 

the Committee may deem necessary or appropriate. 

 

5. The Fund’s independent auditors are ultimately accountable to the Audit Committee, as 

representatives of the Board and the stockholders of the Fund, and the Audit Committee has the 

ultimate authority and responsibility to select, evaluate and, where appropriate, replace the 

independent auditors (as well as to nominate the independent auditors to be proposed for 

shareholder approval, if necessary), subject to ratification and approval of the independent 

directors of the Fund.   The Committee will ensure that the Fund’s  independent    auditors  

submit  to  the  Audit  Committee,  on  a  periodic  basis,  a  formal  written statement delineating 

all relationships between the independent auditors and the Fund  and its service providers.  The 

Committee will actively engage in a dialogue with the Fund’s independent auditors with respect to 

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

independent auditors, and will consider recommending that appropriate action be taken by the 

Board to ensure the independence of the independent auditors. 

 

 

 

6.  The Committee shall meet at least twice annually, which shall include separate executive 

sessions as the Committee may deem appropriate, and is empowered to hold special meetings 

as circumstances require. The Committee shall submit the minutes of all of its meetings to, or 

discuss the matters discussed at each meeting with, the Board. 

 

7. The Committee shall regularly meet with the Treasurer of the Fund and with internal auditors, if 
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any, for the Fund’s Advisers and/or administrator to review and discuss matters relevant to 

the Committee’s duties and responsibilities. 

 

8.   The Committee shall be responsible for reviewing any required description of the Committee 

in the Fund’s annual reports or proxy statements. 

 

9. The  Committee  will  periodically  assess  the  independence  of  its  members  and  will  

evaluate  its performance under the Charter annually. 

 

10. The  Committee  will  also  serve  as  the  Qualified  Legal  Compliance  Committee. The  

following procedures are designed to implement the Standards of Professional Conduct for 

Attorneys pursuant to the Sarbanes-Oxley Act of 2002. 

 

 

Provision  of  Information  to  Outside  Counsel  and  Service  Providers: To  assist  

attorneys employed by law firms retained by the Fund or service providers engaged by 

the Fund, the chief executive officer of the Fund (the “CEO”) must send a notice to each 

such law firm and service provider providing contact information with respect to each Fund’s 

Legal Compliance Committee Chairperson. The CEO must send a similar notice to each 

law firm and service provider when the information  provided  in  the  most  recent  notice  

sent  to  such  law  firm or  service  provider  has changed. 

 

Investigations and Responses:  Upon receiving a report of evidence of a material violation 

from an attorney employed by a law firm, a service provider or in accordance with the 

Fund’s Whistleblower Policy (“Whistleblower”), the CEO shall (i) record receipt of the 

report and (ii) report the matter promptly to the Legal Compliance Committee (the 

“Committee”).    Upon receiving a report of evidence of a material violation from an 

attorney employed by a law firm, a service provider, a whistleblower or from the CEO, the 

Committee shall (i) record the Committee’s receipt of the report, (ii) inform the Fund’s 

CEO of the report (other than those received from the CEO) and (iii) determine  whether  an  

investigation  of  a  material  violation  is  necessary  or  appropriate.  In determining 

whether an investigation is necessary or appropriate, the Committee shall consider such 

factors as it considers appropriate under the circumstances, which may include the seniority 

of the alleged wrongdoer, the seriousness of the alleged violation and the credibility of the 

allegation. If the Committee determines that an investigation is necessary, the Committee 

must (A) notify the Fund’s Audit Committee or, if the Audit Committee is the same as the 

Committee, the Board, (B) initiate an investigation and (C) retain additional expert personnel 

as it deems necessary. The Committee shall have the discretion to engage auditors, counsel or 

other experts to assist in the investigation of any report and in the analysis of results. 

 

 

 

(a) Investigations:  If the Committee deems it necessary, the Committee may direct outside 

counsel to  conduct  a  preliminary  internal  investigation  to  determine  whether  the  

reported  material violation has occurred, is ongoing or is about to occur. The Committee 

may direct employees of the Advisers or administrators or any officer(s) of the Fund to 
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assist outside counsel. If Fund counsel is the reporting counsel, Fund counsel 

nonetheless may be engaged to conduct the preliminary internal investigation. If Fund 

counsel is the reporting counsel, Fund counsel may decline to lead the preliminary 

internal investigation and may recommend that the Fund seek alternative counsel for 

purposes of conducting such investigation. Any investigation may be conducted by the 

relevant Fund’s CEO or chief legal officer (or the equivalent thereof) if such officer is 

not the reporting attorney and is not the subject of the alleged violation described in 

the report. 

 

(b) Responses: At the conclusion of any investigation, the Committee, by majority vote, shall 

recommend that the Fund implement an appropriate response to evidence of a material 

violation. 

What constitutes an appropriate response will depend on whether the Committee determines, on the 

basis of the facts and circumstances, that a material violation has occurred, is ongoing or is about to 

occur. 

 

Unless the Committee reasonably believes that no material violation has occurred, is ongoing or is about 

to occur, the Committee shall take all reasonable steps to cause the Fund to adopt an appropriate 

response. If the preliminary internal investigation is performed by outside counsel, such counsel may 

recommend a proposed response for adoption by the Committee. 

 

Determination:  No Violation. The  Committee  may determine  that  no material violation  has occurred, 

is ongoing or is about to occur. That determination must be made on the basis that the Committee 

“reasonably believes” that no material violation has occurred, is ongoing or is about to occur. 

“Reasonably believes” means that the Committee “believes the matter in question and that the 

circumstances are such that the belief is not unreasonable.” 

 

Determination: Material Violation Has Occurred, Is Ongoing or Is About to Occur. If the Committee 

reasonably believes that a material violation has occurred, is ongoing or is about to occur, the following 

responses should be considered: 

 

(1) A Material Violation Has Occurred: If the Committee reasonably believes that the reported material 

violation has already occurred, the Committee should seek to remedy or otherwise address the material 

violation. The Committee should explore what steps would be necessary or appropriate to reduce the 

likelihood of a recurrence of the material violation. The Committee should consider recommending that 

sanctions be imposed in connection with the violation. Disclosure to the public or to the SEC should be 

considered, depending on the nature of the violation and other relevant factors. 

 

(2) A Material Violation Is Ongoing: If the Committee reasonably believes that the reported material 

violation is ongoing, the Committee should seek to take or recommend steps, measures and/or sanctions  

that  are designed  to (i) stop any material  violations  that  are  ongoing,  (ii) remedy or otherwise 

appropriately address the portion of the material violation that has already occurred, and (iii) reduce the 

likelihood of a recurrence of the material violation. Disclosure to the public or to the SEC should be 

considered, depending on the nature of the violation and other relevant factors. 

 

(3) A Material Violation Has Yet to Occur: If the Committee reasonably believes that the reported  
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material  violation  has  not  yet  occurred,  the  Committee  should  seek  to  take  or recommend steps 

and/or measures to prevent the reported material violation from occurring. Depending on the 

circumstances of the impending violation, actions to address potential future violations, including 

sanctions, should be considered. In unusual circumstances, disclosure to the SEC may also be 

appropriate.  The Committee may retain outside counsel, which may be Fund counsel, to undertake a 

review of the reported evidence of a material violation in order to assist the Committee in determining 

what remedial measures would be appropriate under the circumstances. 

 

Other Action:  The Committee shall have the authority and responsibility, acting by majority vote, to 

take all other appropriate action, including the authority to notify the SEC, in the event the Fund fails 

in any material respect to implement a recommendation that the Committee has made within 

a reasonable period of time. 

 
(c). Reporting and Recordkeeping:   The Committee shall inform the Fund’s CEO and 

chief legal officer (or the equivalent thereof) and the Board of the results of any 

investigation of a report of a material violation and any appropriate remedial measures to 

be adopted.  The Committee or its delegate shall prepare, or cause to be prepared, a 

memorandum reflecting (i) the information developed  in  any  internal  investigation,  

(ii)  any  remedial  recommendation  made  by  the Committee or by outside counsel 

retained to review any report of a material violation and (iii) any  remedial  actions  

taken.  The  Committee  should  review  these  records  periodically  to determine 

whether there are any patterns of activity or violations that have emerged. 

 
(d). Protection of Reporting Attorneys:  The Committee shall not retaliate, and shall not 

tolerate any retaliation by Fund management or any other person or group, directly or 

indirectly, against anyone who, in good faith, reports evidence of a material violation or 

provides assistance to the Committee or any other person or group, including regulatory 

authorities, investigating a report. The Committee shall seek to maintain the 

confidentiality of any person who submits a report and who asks that his or her 

identity remain confidential and shall not make any effort, or tolerate any effort 

made by any other person or group, to ascertain the identity of any person who makes 

a report anonymously. 

 
 

Oversight Responsibilities:  The Committee will undertake an annual review of these 

Procedures and the reporting and investigation systems to determine whether they are 

functioning properly.  The Board has reviewed and adopted these Procedures. The Board will 

review these Procedures periodically to assure that they appropriately address then-existing 

requirements for attorney up-the- ladder reporting. 

 

 
11. The Committee shall review this Charter at least annually and recommend any changes to the full 

Board. 

 
 
12. This Charter may be altered, amended or repealed, or a new Charter may be adopted, by the 
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Board by the affirmative vote of a majority of all the members of the Board, including a 

majority of the “non- interested” Board members (within the meaning of the Investment 

Company Act of 1940, as amended). 

 
 
13. The Chief Executive Officer (“CEO”) of the Fund shall certify to the Audit Committee of the 

Fund annually that he is not aware of any violation by the Fund of any corporate governance 

standards or policies to which the Fund is subject.  In addition, the CEO of the Fund must 

promptly notify the Audit Committee in writing after any executive officer of the Fund becomes 

aware of any material non- compliance with any applicable corporate governance listing 

standard or policy. 

 
14. (a) The Fund shall provide the NYSE, with respect to any subsequent changes to the 

composition of the Audit Committee or otherwise approximately once each year, written 

confirmation of the determinations required by Section 3 above. 

 

(b) The CEO of the Fund shall certify to the NYSE annually that he is not aware of any 

violation by the  Fund  of  the  NYSE  corporate  governance  listing  standards  and  such  

certification  shall  be included in the Fund’s annual report to shareholders.  If the CEO of the 

Fund provides notice to the NYSE upon receipt of any report by any executive officer of any 

material non-compliance with any applicable provisions of the NYSE corporate governance 

listing standards, copies of any such certification or notice shall be provided to the Audit 

Committee of the Fund. 
 
 

Adopted: January 23, 2004 

Amended: Jan 21, 2005 

Amended: Jan 26, 2006 

Amended: October 26, 2007 

Amended: November 10, 2008 to reflect name change of First Financial Fund to First Opportunity 

Fund, Inc. Amended: January 29, 2010 to reflect changes to conform to amendments to §303A of 

the New York Stock Exchange Manual for Listed Companies 

Amended: November 8, 2010 

Amended: November 18, 2011 

Amended: May 4, 2015 

Amended: July 27, 2015 


