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FARMER BROS. CO. 

AMENDED AND RESTATED 

AUDIT COMMITTEE CHARTER 

 

(as adopted by the Board of Directors on September 8, 2016; amended October 28, 2019) 

 

Purpose 

 

The Audit Committee (the “Committee”) of the Board of Directors (the “Board”) of Farmer Bros. 

Co. (the “Company”) is established for the principal purposes of overseeing on behalf of the Board the 

accounting and financial reporting processes of the Company and the audit of its financial statements. The 

Committee is established to assist the Board in overseeing: (i) the integrity of the Company’s financial 

statements; (ii) the independent auditor’s qualifications and independence; (iii) the performance of the 

Company’s independent auditor and internal audit function; (iv) the Company’s compliance with legal 

and regulatory requirements relating to accounting and financial reporting matters; (v) the Company’s 

system of disclosure controls and procedures, internal control over financial reporting that management 

has established and compliance with ethical standards adopted by the Company; and (vi) the Company’s 

framework and guidelines with respect to risk assessment and risk management, including the Company’s 

cyber security risk. The Committee shall also provide an open avenue of communication among the 

independent auditors, internal audit staff, financial and other senior management of the Company and the 

Board. 

 

Organization, Membership and Meetings 

 

1. The Committee shall be composed of at least three (3) directors, all of whom shall meet 

the independence, expertise and other qualification standards required by the Securities Exchange Act of 

1934, as amended, and the rules and regulations thereunder (the “Exchange Act”), the Securities and 

Exchange Commission (“SEC”) and Nasdaq. At least one member of the Committee shall qualify as an 

“audit committee financial expert” under Item 407(d)(5) of Regulation S-K promulgated under the 

Exchange Act. The identity of such member(s) shall be disclosed in periodic filings as required by the 

SEC. 

 

2. Members of the Committee shall be appointed by the Board. Members of the Committee 

shall continue to be Committee members until their successors are appointed and qualified or until their 

earlier retirement, resignation or removal. Any member may be removed, with or without cause, by the 

approval of a majority of the independent directors then serving on the full Board. The Board may fill any 

vacancies on the Committee by a majority vote of the directors then in office. 

 

3. The Committee shall meet at least quarterly, with the authority to convene additional 

meetings, as circumstances require. The Committee may invite members of management, the internal 

audit staff, independent auditors, legal counsel or others to attend meetings and to provide relevant 

information. The Committee shall meet periodically with management, the internal audit staff and the 

independent auditor in separate executive sessions to discuss matters which the Committee members or 

these groups believe should be discussed privately.  

 

4. The Committee may form and delegate authority to subcommittees when appropriate, or 

to one or more members of the Committee. 

 

5. The Board shall designate a Committee member as the Chairman of the Committee, or if 

the Board does not do so, the Committee members shall appoint a Committee member as Chairman by a 

majority vote of the authorized number of Committee members. The Chairman of the Committee shall 
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preside at all Committee meetings and set the agenda for any meeting in consultation with other members of 

the Committee, as appropriate. Briefing materials will be provided to the Committee as far in advance of 

meetings as practicable. At all meetings of the Committee, a majority of the members of the Committee 

shall constitute a quorum for the transaction of business, and the act of a majority of the members of the 

Committee present at a meeting at which a quorum is in attendance shall be the act of the Committee. 

Members of the Committee may participate in any meeting by means of a conference telephone or similar 

communications equipment by means of which persons participating in the meeting can hear each other, and 

such participation shall constitute presence in person at such meeting. The Committee shall maintain 

written minutes of its meetings. Minutes of each meeting of the Committee shall be distributed to each 

member of the Committee and the Board. The Secretary of the Company shall retain the original signed 

minutes for filing with the corporate records of the Company. Any person present at a meeting may be 

appointed by the Committee as Secretary to record the minutes. The Committee may adopt additional 

rules of procedure, but when a matter of procedure is not addressed by Committee rules, the procedure 

specified by the Company’s Bylaws shall be followed. The Committee may also act by unanimous 

written consent as the Committee may decide. 

 

 6. The Committee shall make itself available to meet with management of the Company and 

the internal audit staff to discuss any matters that any of them deems appropriate, and shall be available to 

the independent auditors during the year for consultation purposes. In carrying out its duties and 

responsibilities, the Committee also has the authority to meet with and seek any information it requires 

from employees, officers, directors, or external parties. 

 

Committee Authority, Responsibilities and Duties 

 

1. The Committee’s role is one of oversight. The Company’s management is responsible for 

the preparation, presentation and integrity of the Company’s financial statements as well as the 

Company’s financial reporting process, accounting policies, internal audit function, internal accounting 

controls and disclosure controls and procedures. The Company’s independent auditors are responsible for 

auditing the Company’s annual financial statements in accordance with generally accepted auditing 

standards (“GAAS”), expressing an opinion as to the conformity of such annual financial statements with 

generally accepted accounting principles (“GAAP”) and reviewing the Company’s quarterly financial 

statements. While the Committee has certain authority and oversight responsibilities under this Charter, it 

is not the responsibility of the Committee to plan or conduct audits or to determine that the Company’s 

financial statements and disclosures are complete and accurate and are in accordance with GAAP and 

applicable rules and regulations, or to assure the operating effectiveness of internal controls or accounting 

systems. In the absence of their having reason to believe that such reliance is unwarranted, the Committee 

members may rely without independent verification on the information provided to them and on the 

representations made by the Company’s management, independent auditors and other professionals and 

experts, including the Company’s internal audit staff or others responsible for the internal audit function.  

 

2. Additionally, the Committee recognizes that the Company’s management, internal audit 

staff and independent auditors, have more time, knowledge and more detailed information concerning the 

Company than do Committee members. Consequently, in carrying out its oversight responsibilities, the 

Committee is not providing any expert or special assurance as to the Company’s financial statements or 

any professional certification as to the work or independence of the internal audit staff or the Company’s 

independent auditors. In addition, auditing literature, particularly Statement of Auditing Standards No. 

100, defines the term “review” to include a particular set of required procedures to be undertaken by 

independent auditors. The Committee members are not independent auditors, and the term “review” as 

applied to the Committee in this Charter is not intended to have that meaning and should not be 

interpreted to suggest that the Committee members can or should follow the procedures required of 

auditors performing reviews of financial statements. Furthermore, the Committee’s authority and 
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oversight responsibility do not assure that the audits of the Company’s financial statements have been 

carried out in accordance with GAAS.  

 

3. The following functions and responsibilities are set forth as a guide, with the 

understanding that the Committee has the authority to diverge from this guide as appropriate given the 

circumstances. The Committee, in carrying out its responsibilities, believes its policies and procedures 

should remain flexible to best react to changing conditions and circumstances, and that the Committee 

should take appropriate actions to set the overall corporate “tone” for quality financial reporting, sound 

business risk practices and ethical behavior. 

 

Independent Auditor Oversight 

 

1. Be directly and solely responsible for the appointment, dismissal, compensation, 

retention and oversight of the work of any independent auditor engaged by the Company (including 

resolution of disagreements between management and the auditor regarding financial reporting) for the 

purpose of preparing or issuing an audit report or performing other audit, review or attest services for the 

Company. Discuss with the independent auditor any significant issues that the independent auditor 

discussed with management in connection with such appointment or retention. The independent auditor 

shall report directly to the Committee.  

 

2. Meet with the independent auditor prior to commencement of the audit and discuss the 

objectives of the audit and overall audit strategy, including the timing of the audit, significant risks 

identified by the outside auditor during its risk assessment procedures, use of the internal audit function, 

and the roles, responsibilities and location of firms participating in the audit.  

 

3. Approve in advance the engagement of the independent auditor for all audit services and 

non-audit services (other than the de minimis exceptions permitted by the Exchange Act) and approve the 

fees and other terms of any such engagement. The term “non-audit services” means any professional 

services provided to the Company by the independent auditor, other than those provided to the Company 

in connection with an audit or a review of the financial statements of the Company. The Committee may 

establish pre-approval policies and procedures for particular services of which it is informed, and may 

delegate pre-approval authority for non-audit services to the Chairman, subject to such limitations and 

conditions as the Committee may require. All actions taken by the Chairman pursuant to a grant of pre-

approval authority shall be reported to the full Committee at its next meeting. Approval of non-audit 

services shall be disclosed to investors in periodic reports required by Section 13(a) of the Exchange Act. 

 

4. Obtain and review annually a formal written statement from the independent auditor 

delineating all relationships between the auditor and the Company, actively engage in a dialogue with the 

independent auditor with respect to any disclosed relationships or services that may impact the objectivity 

and independence of the auditor, and take, or recommend that the full Board take, appropriate action to 

oversee the independence of the auditor. The Committee shall also approve the level of compensation of 

the auditor and determine, annually, whether such level of services and compensation affects the auditor’s 

independence.  

 

5. Evaluate annually the qualifications, performance and independence of the independent 

auditor, including a review and evaluation of the lead (or coordinating) audit partner (or other audit 

partner having primary responsibility for the audit), taking into account the opinions of management and 

the Company’s internal audit staff. On an annual basis, obtain and review a report from the independent 

auditors describing (i) the independent auditor’s internal quality-control procedures, and (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, 
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respecting one or more independent audits carried out by such firm, and any steps taken to deal with any 

such issues. The Committee shall present its conclusions with respect to the independent auditor to the 

full Board.  

 

6. Take any actions necessary to ensure the rotation, not less frequently than every five 

years, of the audit partner. 

 

7. Establish policies for the hiring of employees or former employees of the independent 

auditor. 

 

8. Review with the independent auditor and the Company’s internal audit staff: 

 

a. Any problems or difficulties encountered by the independent auditor during the 

course of the audit and management’s response, including any restrictions on the scope of the independent 

auditor’s activities or access to requested information and any significant disagreements with 

management. 

 

b. Any material accounting adjustments noted or proposed by the independent 

auditor. 

 

c. Any matters that are difficult or contentious for which the independent auditor 

consulted outside the engagement team. 

 

d. Any material written communications between the independent auditor and 

management, such as any management letter or schedule of unadjusted differences. 

 

e. Any material correcting adjustments that have been identified by the independent 

auditor which are required to be disclosed in the Company’s periodic filings. 

 

f. Any major issue as to the adequacy of the Company’s internal controls and 

specific audit steps adopted in light of significant deficiencies or material weaknesses in internal control 

over financial reporting.  

 

 9. Review and discuss with management and the independent auditors any material off-

balance sheet transactions, arrangements, obligations (including contingent obligations) and other 

relationships of the Company with entities of which the Committee is made aware whose accounts are not 

consolidated in the financial statements of the Company and that may have a material current or future 

effect on the Company’s financial condition, results of operations, liquidity, capital expenditures, capital 

resources or significant components of revenues or expenses. 

 

 10. The independent auditor shall report promptly to the Committee all material written 

communications between the independent audit firm and Company management. The Committee shall 

also review any problems with management and any other matters required to be communicated to the 

Committee under GAAS or applicable rules of the SEC, Nasdaq, or other regulatory authorities. The 

independent auditors shall also report on recently issued and adopted accounting standards, the 

Company’s compliance therewith, and the effect of unusual or extraordinary transactions. The 

independent auditors must discuss their judgments about the quality and content of the Company’s 

accounting principles with the Committee. 
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Internal Audit 

 

1. Review the performance and effectiveness of the Company’s internal audit function 

including the objectives, responsibilities, compliance with International Standards for the Professional 

Practice of Internal Auditing, and qualifications of the Company’s internal audit staff. The Company’s 

internal audit function shall provide management and the Committee with ongoing assessments of the 

Company’s risk management processes and system of internal control. The head of the Company’s 

internal audit function shall report directly to the Committee. 

 

2. Discuss the responsibilities, budget and staffing of the Company’s internal audit function. 

Review and concur in the appointment, replacement or dismissal of the head of the internal audit function. 

Review the performance of the head of the internal audit function and concur with any changes in such 

person’s annual compensation.  

 

3. Review and approve the annual internal audit plan, including the scope and procedures to 

be used for the year. Review the progress made with respect to executing the approved internal audit plan 

as well as any modifications to the plan during the year. Review significant issues and significant, 

unsatisfactory audit findings identified by the internal audit staff and management’s response and follow-

up to such issues.  

 

4. Annually, review and approve changes (if any) to the internal audit charter. 

 

Financial Information Oversight 

 

1. Review and discuss with management and the independent auditor, prior to their release 

to the public:  

 

a. The Company’s annual audited financial statements and related footnotes, 

including any appropriate matters regarding the clarity of the disclosures in such financial statements, 

accounting principles, practices and any other matters required to be communicated to the Committee by 

the independent auditors under GAAS. 

 

b. Any certification, report, opinion or review rendered by the independent auditor. 

 

c. The Company’s quarterly financial statements.  

 

d. The Company’s disclosure in its Annual Report on Form 10-K and Quarterly 

Reports on Form 10-Q under “Management’s Discussion and Analysis of Financial Condition and Results 

of Operations.” 

 

e. Earnings press releases, including the general nature of the information to be 

disclosed, type of presentations to be made, including any “pro forma” or other financial information that 

does not comply with GAAP. 

 

2. Review and discuss with management, prior to their release to the public, financial 

information and earnings guidance provided to analysts and rating agencies, if any. 

 

3. Discuss with management and the independent auditor:  

 

a. The selection, application and disclosure of the significant or critical accounting 

policies and practices used by the Company, as the same are identified by management or the independent 
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auditor, and any changes thereto and the ramifications of such changes and, if applicable, alternative 

accounting treatments of financial information within GAAP that have been discussed with management, 

ramifications of using such alternative disclosures and treatments, and the treatment preferred by the 

independent auditor, including the independent auditor’s assessment of management’s disclosures related 

to critical accounting policies and practices and any significant modifications to the disclosure of those 

policies and practices proposed by the independent auditor that management did not make. 

 

b. Any critical accounting estimates or changes thereto made by management, 

including the process used to develop such estimates, any significant assumptions relating thereto, the 

effects of any changes in critical accounting estimates on the Company’s financial statements, and the 

independent auditor’s conclusions regarding the reasonableness of such critical accounting estimates.  

 

c. Any significant transactions that are outside the normal course of business for the 

Company and the policies and practices management used to account for such transactions. 

 

d. The presentation of the financial statements, including the form, arrangement and 

content of the financial statements. 

 

e. Any uncorrected or corrected misstatements related to accounts and disclosures 

that the independent auditor presented to management and the implications that such misstatements may 

have on future-period financial statements or the Company’s financial reporting process. 

 

f. Any departure from the independent auditor’s standard report, including any 

modifications or explanatory language, and the reasons therefor.  

 

g. The effect of regulatory and accounting initiatives and improvements identified 

by management or the independent auditor and the potential impact upon the Company’s auditing and 

accounting principles and practices. 

 

h. Any correspondence with regulators or governmental agencies that raise material 

issues regarding the Company’s financial statements or accounting policies. 

 

i. Any employee complaints that raise material issues regarding the Company’s 

financial statements, accounting policies or internal accounting controls. 

 

4. Report to the Board regarding any audit opinions that contain “going concern” 

qualifications.  

 

5. Approve all filings with the SEC containing the Company’s financial statements, 

including but not limited to the Quarterly Reports on Form 10-Q and the Annual Report on Form 10-K. 

 

6. Recommend to the Board whether the audited financial statements should be included in 

the Company’s Form 10-K for filing with the SEC.  

 

7. Cause the independent auditors to conduct an Interim Financial Review in accordance 

with Statement of Auditing Standards No. 100 of the quarterly financial statements of the Company prior 

to each filing of the Company’s Form 10-Q. 

 

8. Discuss with the independent auditors the matters required to be discussed under the 

standards of the PCAOB. 
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Internal Controls Oversight 

 

1. Review and discuss annually with management, the internal audit staff and the 

independent auditor the adequacy and effectiveness of the Company’s internal controls over financial 

reporting, including computerized information systems controls and security, disclosure controls and 

procedures, the integrity of its financial reporting processes, and the adequacy of its financial risk 

management programs and policies, including recommendations for any improvements in these areas.  

 

2. Review annually with the independent auditor the attestation to, and report on, the 

assessment of controls made by management.  

 

3. Consider whether any changes to the internal controls or disclosure controls processes 

and procedures are appropriate in light of management’s assessment or the independent auditor’s report. 

 

4. Review with the principal executive and financial officers of the Company and the 

independent auditor: 

 

a. All significant deficiencies in the design or operation of internal controls which 

are reasonably likely to adversely affect the Company’s ability to record, process, summarize, and report 

financial data and any material weaknesses in internal controls. 

 

b. Any fraud, whether or not material, that involves management or other 

employees who have a significant role in the Company’s internal controls. 

 

Legal Compliance and Ethics Oversight 

 

1. To the extent required by SEC rules, adopt policies and procedures for the review, 

approval and ratification of related person transactions. Review all such related person transactions in 

accordance with such policies and procedures and, upon completion of such review, either approve or 

disapprove (with referral to the Company’s Board) each such related person transaction. Discuss with the 

independent auditor its evaluation of the Company’s identification of, accounting for, and disclosure of its 

relationships with related persons as set forth under the standards of the PCAOB. 

 

2. Establish procedures for the receipt, retention and treatment of complaints received by 

the Company regarding accounting, internal accounting controls or auditing matters, and the confidential, 

anonymous submission by employees of the Company of concerns regarding questionable accounting or 

auditing matters.  

 

3. Oversee, review and periodically update the Company’s Code of Conduct and Ethics and 

the Company’s system to monitor compliance with and enforcement of this code. 

 

4. Review with the Company’s legal counsel any legal matters that could have a significant 

impact on the Company’s financial statements, compliance with applicable laws and regulations, and 

inquiries received from regulators or governmental agencies, including corporate securities trading 

policies. 

 

5. Review disclosures made by the Company’s principal executive officer and principal 

financial officer regarding compliance with their certification obligations under the Exchange Act, 

including the Company’s disclosure controls and procedures and internal controls for financial reporting. 
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6. Obtain from the independent auditors assurance that Section 10A(b) of the Exchange Act, 

which addresses the discovery and disclosure of any illegal act, has not been implicated. 

 

Other Matters Oversight 

 

1. Discuss with management the Company’s significant financial risks or exposures and 

assess the steps management has taken to monitor and control such risks or exposures. Discuss with 

management the process by which risk monitoring, assessment and management is undertaken and 

handled.  

 

2. Periodically review risk assessments from management with respect to cyber security, 

including assessments of the overall threat landscape and related strategies and investments. 

 

3. Prepare the Committee’s report required by SEC rules to be included in the Company’s 

annual proxy statement.  

 

4. Review with the full Board any issues that arise with respect to the quality or integrity of 

the Company’s financial statements, compliance with legal or regulatory requirements, the performance 

and independence of the independent auditor, or the performance of the internal audit function. 

 

5. Review and reassess this Charter’s adequacy at least annually, propose changes to this 

Charter to the Board for its approval as necessary, and cause this Charter to be published in accordance 

with SEC regulations.  

 

6. Review its own performance, at least annually, for purposes of self-evaluation and to 

encourage the continuing improvement of the Committee in the execution of its responsibilities.  

 

General and Resources 

 

1. Engage and determine funding for independent counsel and other advisors as the 

Committee deems necessary to carry out its duties.  

 

2. The Company shall provide funding, as determined by the Committee, for payment of 

compensation to any registered public accounting firm engaged for the purpose of preparing or issuing an 

audit report or performing other audit, review or attest services for the Company; compensation to any 

advisors employed by the Committee; and ordinary administrative expenses of the Committee that the 

Committee deems necessary or appropriate in carrying out its duties. 

 

3. In discharging its oversight role, investigate any matter brought to its attention with full 

access to all books, records, facilities and personnel of the Company and its subsidiaries, and, at its 

discretion, initiate special investigations, and, if appropriate, hire special legal, accounting or other 

outside advisors or experts to assist the Committee in fulfilling its duties under this Charter.  

 

4. Perform such other activities consistent with this Charter, the Company’s Bylaws and 

governing law, as the Committee or the Board deems necessary or appropriate.  

 

Reporting Responsibilities 

 

 The Committee shall report to the Board periodically as required by the nature of its duties on its 

activities and shall make recommendations to the Board as the Committee decides are appropriate. 

 


