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I. PURPOSE 

The Audit Committee (the “Committee”) of the Board of Directors of Surmodics, Inc. (the 
“Company”), shall provide assistance to the Board in its oversight of (a) the quality and integrity 
of the Company’s financial reports; (b) the Company’s compliance with legal and regulatory 
requirements; (c) the independence, qualifications and performance of the Company’s 
independent auditor; and (d) the performance of the Company’s internal audit function, and 
accounting and reporting processes.  In addition, the Committee shall cause the preparation of 
the report required by the Securities and Exchange Commission’s (the “SEC”) proxy rules to be 
included in the Company’s annual proxy statement and shall have the further duties and 
responsibilities as set forth in this Charter.  In achieving these purposes, it is the Committee’s 
responsibility to foster free and open means of communication between the Company’s 
directors, independent public accountants, internal auditors (if any), outside legal counsel, and 
management. 

II. MEMBERSHIP 

The Committee shall consist of three or more directors elected by the Board, each of 
whom shall meet the independence requirements of the Nasdaq Stock Market, Inc. (“Nasdaq”) 
and federal securities laws.  Committee members shall serve until their successors are duly 
elected and qualified, or until such member’s resignation or removal by the Board.  The Chair of 
the Committee shall be elected by the Board, or if not elected by the Board, then by the majority 
of the members of the Committee.  In addition, no member of the Committee shall receive any 
compensation whatsoever from the Company other than compensation paid to such member as 
a director of the Company and member of one or more committees of the Company’s Board of 
Directors. 

All Committee members shall have a working familiarity with basic finance and accounting 
practices and shall be able to read and understand fundamental financial statements, including 
the Company’s balance sheet, income statement, and cash flow statement.  At least one member 
of the Committee must have past employment experiences 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 Committee shall be an “audit committee 
financial expert”, as defined by the SEC.  A person who satisfies this definition of audit committee 
financial expert will also be presumed to have financial sophistication. 

III. RESPONSIBILITIES 

The Committee’s function is not to replace the Company’s management, internal auditors 
or independent auditors, but rather one of oversight, recognizing that the Company’s financial 
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management, and the internal and independent auditors have more knowledge and information 
about the Company than do Committee members.  Consequently, the Committee further 
recognizes that (a) the Company’s management is responsible for preparing the Company’s 
financial statements, for developing and maintaining adequate systems of internal controls and 
for ensuring compliance with laws and regulations and the Company’s Code of Business Conduct, 
and (b) the independent auditor is responsible for auditing or reviewing, as applicable, the 
financial statements, and for attesting to management’s internal control reports.  In carrying out 
its oversight responsibilities, the Committee shall undertake the following activities (in addition 
to any others that the Board may from time to time delegate to the Committee): 

Independent Auditors 

1. The Committee shall be directly and solely responsible for the appointment, 
compensation, termination, oversight and evaluation of the work of the Company’s independent 
auditors performed for the purpose of preparing or issuing an audit report or related work.  The 
Company’s independent auditors shall report directly to the Committee.  The Committee shall 
also be responsible for the selection, compensation, and oversight of any other registered public 
accounting firm engaged for the purpose of preparing or issuing an audit report or performing 
other audit review or attest services to the Company. 

2. The Committee shall pre-approve all audit services and non-audit services rendered to 
the Company by its independent auditors in accordance with any pre-approval policies and 
procedures established by the Committee. 

3. The Committee shall, at least annually, in accordance with Auditing Standard No. 16, 
Communications with Audit Committees, as amended or supplemented, discuss with the 
independent auditors prior to the commencement of the audit: 

(a) Significant issues discussed with management in connection with the auditor’s 
appointment or retention; 

(b) Establish an understanding of the terms of the audit including its objective, auditor 
responsibilities, and management responsibilities as outlined in the annual 
engagement letter with the auditor; 

(c) Matters relevant to the audit, including but not limited to, violations and possible 
violation of laws or regulations; and 

(d) Overall audit strategy, timing and significant risks as well as the nature and extent 
of specialized skill and knowledge to audit these risks and the reliance on the 
Company’s internal auditors, other accounting firms and the basis to serve as 
principal auditor if significant parts of the audit are to be performed by other 
auditors. 

4. The Committee shall, at least annually, (a) obtain and review a report by the independent 
auditors describing (i) the independent auditors’ internal quality control procedures; (ii) any 
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material issues raised by the most recent internal quality-control review, or peer review, of the 
independent auditors, or by any inquiry or investigation by governmental or professional 
authorities, within the preceding five years, with respect to any independent audit carried out by 
the independent auditors, and any steps taken to deal with any such issues; and (iii) all 
relationships between the independent auditor and the Company, including the matters covered 
by the applicable requirements of the Public Company Accounting Oversight Board; and (b) 
review and discuss with the independent auditors their periodic disclosures regarding 
independence, and any relationships or services that may impact the objectivity and 
independence of the independent auditors. 

After reviewing the foregoing reports/disclosures and the independent auditors’ work 
throughout the year, the Committee shall evaluate the independent auditors’ qualifications, 
performance and independence.  In making its evaluation, the Committee should take into 
account the opinions of management, and shall present its conclusions with respect to the 
independent auditors’ qualifications, performance and independence to the Board. 

5. The Committee shall periodically meet with, but no less than once a year, the internal 
auditors, and the independent auditors without other representatives of the Company present 
to discuss internal controls and the accuracy and completeness of the Company’s financial 
statements. 

Financial Reporting 

6. The Committee shall meet and review with the independent auditors and the Company’s 
financial management the proposed scope, fees, and plan for the annual audit of the Company’s 
financial statements. 

7. The Committee shall review and discuss with management and the independent auditors 
prior to their respective release (a) the audited financial statements to be included in the 
Company’s Annual Report on Form 10-K, and any other reports or other financial information 
submitted to any governmental body or the public, and (b) the quarterly financial statements to 
be included in the Company’s Quarterly Reports on Form 10-Q.  This review may be conducted 
through a designated representative member of the Committee. 

8. The Committee shall review and discuss the type and presentation of information to be 
included in earnings press releases, as well as review any financial information and earnings 
guidance provided to analysts and rating agencies.  This may be done generally and does not 
require the Committee to discuss in advance each earnings release or each instance in which the 
Company may provide earnings guidance. 

9. In connection with the annual audit and the reviews of quarterly financial information by 
the independent auditors, the Committee shall, prior to the filing of the Form 10-K or Form 10-Q, 
as applicable, receive a written or oral report from the independent auditors, to the extent 
applicable, the matters required to be discussed by Auditing Standard No. 16, Communications 
with Audit Committees, as amended or supplemented, including the following:  
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(a) Accounting policies and practices, estimates and significant unusual transactions.  
This shall include initial or changes to accounting practices and related disclosures, the 
identification of critical accounting practices and estimates, the significant assumptions, 
judgments and changes in the development of critical accounting estimates; 

(b) Auditors’ evaluation of the quality of the Company’s financial reporting including 
(i) the qualitative aspects of the Company’s significant accounting policies and 
procedures, (ii) assessment of critical accounting policies and practices, (iii) conclusions 
regarding critical accounting estimates, (iv) understanding of business rationale for 
significant unusual transactions, (v) the financial statement presentation, (vi) concerns 
regarding new accounting pronouncements, and (vii) alternative accounting treatments; 

(c) The auditors’ responsibility for other information in documents containing 
audited financial statements; 

(d) Difficult or contentious matters for which the auditor was consulted; 

(e) Management consultation with other accountants; 

(f) Evaluation of the Company’s ability to continue as a going concern; 

(g) Uncorrected and corrected misstatements; 

(h) Material written communication between the auditor and management; 

(i) Departure from the auditors’ standard report; 

(j) Disagreements with management; 

(k) Difficulties encountered in performing the audit; and 

(l) Other matters that from the audit that are significant to the oversight of the 
Company’s financial reporting process. 

The Committee shall be responsible for the resolution of disagreements between the Company’s 
management and the independent auditors regarding financial reporting. 

10. The Committee shall determine whether to recommend to the Board, based on the 
Committee’s review and discussions with management and the independent auditors as required 
under this Charter, that the Company’s audited financial statements be included in the 
Company’s Annual Report on Form 10-K. 

11. The Committee shall approve the inclusion of the report of the audit committee required 
by the rules and regulations of the SEC to be included in the Company’s annual proxy statement. 

Other Committee Responsibilities 

12. The Committee shall review and approve all related-party transactions to which the 
Company may be a party prior to their implementation for which Committee approval is required 
by applicable law or the Company’s Related Person Transaction Approval Policy, or required to 
be disclosed in the Company's financial statements or SEC filings. 
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13. The Committee shall keep the independent auditors informed of the Committee’s 
understanding of the Company’s relationships and transactions with related parties that are 
significant to the Company; and review and discuss with the independent auditors the auditor’s 
evaluation of the Company’s identification of, accounting for, and disclosure of its relationships 
and transactions with related parties, including any significant matters arising from the audit 
regarding the Company’s relationships and transactions with related parties.  

14. The Committee shall also periodically review and discuss with management the 
Company’s overall hedging strategy and the use of swaps and other derivative instruments by 
the Company or any of its subsidiaries for hedging risks pursuant to the Company’s hedging 
polices, or otherwise.  The Committee will have the authority to review and approve, at least 
annually, decisions by the Company (on its behalf or on behalf of any of its subsidiaries) to enter 
into swaps, including those that may not be subject to clearing and exchange trading and 
execution requirements in reliance on the “end-user exception” under the Dodd-Frank Wall 
Street Reform and Consumer Protection Act, or other rules and regulations promulgated from 
time to time. 

15. The Committee shall review with the independent auditors, internal auditors, and 
financial and accounting personnel, the adequacy and effectiveness of the accounting and 
financial controls of the Company.  The Committee shall discuss with management any significant 
deficiencies in the design and operation of the Company’s internal controls or material 
weaknesses in the Company’s internal controls, as well as any fraud involving management or 
other employees who have a significant role in the Company’s internal controls, including any 
recommendations for the improvement of such internal controls or particular areas where new 
or more detailed controls are desirable.  The Committee shall monitor management’s response 
to such reports. 

16. The Committee shall discuss with the Company’s legal counsel any legal matters that may 
have a material impact on the Company’s financial statements. 

17. The Committee shall review the adequacy of the Company’s financial and accounting 
staff. 

18. The Committee shall periodically review (a) the Company’s risk management program; 
(b) the Company’s investor relations program; (c) the status of the Company’s information 
systems hardware, software, processing procedures, and controls regarding accounting, internal 
accounting controls and auditing; and (d) any other area seemed to be significant to the 
Company’s financial statements (i.e., investments). 

19. The Committee shall review periodically the Company’s policies relating to business 
conduct and review management’s monitoring and enforcement of the Company’s Code of 
Business Conduct as it relates to the Company’s financial reporting process and internal control 
system. 
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20. The Committee shall review periodically the Company’s procedures for (a) the receipt, 
retention and treatment of complaints received by the Company regarding accounting, auditing 
or internal accounting control matters, and (b) the confidential, anonymous submission by 
Company employees of concerns regarding questionable accounting or auditing matters. 

21. The Committee shall review and reassess, on at least an annual basis, its own 
performance and the adequacy of this Charter, and recommend any proposed changes to the 
Board for approval. 

IV. AUTHORITY 

The Committee shall have the authority, as and when it shall determine to be necessary 
or appropriate to carry out its responsibilities to: 

(a) Appoint, discharge and authorize compensation of the Company’s independent 
auditors; 

(b) Retain, at the expense of the Company, internal or external legal, accounting or 
other advisors to assist in carrying out its responsibilities; or 

(b) Request from the Chief Executive Officer, the Chief Financial Officer, and such 
other members of the Company’s management as the Committee shall deem 
appropriate, advice and information, orally or in writing, concerning the Company’s 
business operations and financial condition relevant to the functions of the Committee. 

V. MEETING/MINUTES 

The Committee shall meet as often as may be deemed necessary or appropriate, but not 
less frequently than four times annually, either in person or telephonically, and at such times and 
places as they shall determine.  A majority of the members will constitute a quorum and will be 
able to conduct the business of the Committee.  The Committee should meet at least annually 
with management and the head of the internal audit department (if any) in separate executive 
sessions to discuss any matters that the Committee or each these groups believe should be 
discussed privately.  The Committee should meet with the independent auditors and the 
Company’s management quarterly to review the Company’s financials consistent with this 
Charter.  The Committee will maintain written minutes of its meetings and the Chair shall report 
to the Board after each meeting.  Such minutes shall be promptly made available to the members 
of the Board of Directors, and filed with the minutes of the meetings of the Board of Directors. 

VI. COOPERATION OF MANAGEMENT 

All members of management of the Company are requested to cooperate with the 
Committee, and to render assistance to it as it shall request in carrying out its functions. 


