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Audit Committee Charter

CHARTER OF THE
AUDIT COMMITTEE
OF THE BOARD OF DIRECTORS OF
CARDO MEDICAL, INC.
(ADOPTED OCTOBER 14, 2008)

PURPOSE

The Audit Committee (the "Committee”) shall be a standing committee of the Board of Directors of Cardo Medical,
Inc. (the “"Company”). The Committee shall assist the Board of Directors in fulfilling its oversight responsibilities
relating to:

e reviewing the Company’s financial statements and other financial information prepared by the Company and
monitoring the integrity of such financial information;

e monitoring the Company’s systems of internal controls established for finance, accounting, legal compliance and
ethics;

e reviewing the Company’s accounting and financial reporting processes generally and the audits of the financial
statements of the Company;

e monitoring the independence and performance of the Company’s independent registered public accounting firm;

e providing effective communication among the Board, senior and financial management and the Company’s
independent registered public accounting firm; and

¢ monitoring the Company’s compliance with legal regulatory and ethical requirements;

MEMBERSHIP

The Committee shall consist of at least three members of the Board of Directors. Each Committee member
shall meet the independence requirements of The American Stock Exchange, Section 10A(m)(3) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and the rules and regulations of the Securities and Exchange
Commission (“SEC").

Each of the members of the Committee must be financially literate, and at least one member of the Committee
must qualify as an “audit committee financial expert” in compliance with criteria established by the SEC and other
relevant regulations.

Membership on the Committee shall be determined annually by the Board of Directors upon the recommendation of
the Corporate Governance and Nominating Committee (the “Nominating Committee”). Committee members shall
serve until their successors shall be duly elected and qualified. Unless a chairperson of the Committee is elected by
the Board of Directors, the members of the Committee may designate a chairperson of the Committee by majority
vote of the full Committee membership. The Board of Directors, in consultation with the Nominating Committee,
may remove a member of the Committee at any time with or without cause and may appoint an independent
director to fill the vacancy for the remainder of the term.

MEETINGS

1 The Committee shall meet as often as it determines to meet its objectives, but no less frequently than quarterly.
The Committee’s chairperson (or in his or her absence, a member designated by the Committee’s chairperson)
shall preside at each meeting of the Committee.

2 Any member of the Committee may call a special meeting of the Committee upon due notice to each other
member at least forty eight (48) hours prior to the meeting. Meetings of the Committee may be held in-person
or via telephonic conference.

3 Except as otherwise provided by statute or this Charter, a majority of the members of the Committee shall be
required to constitute a quorum for the transaction of business at any meeting, and the act of a majority of the
Committee members present and voting at any meeting at which a quorum is present shall be the act of the
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Committee. Action may be taken by the Committee without a meeting if all of the members of the Committee
indicate their approval in writing.

4 The Committee may, in its discretion, invite other directors of the Company, members of the Company’s
management or any other person, including, without limitation, outside counsel or the independent registered
public accounting firm, whose presence the Committee believes to be desirable and appropriate to attend and
observe meetings of the Committee.

5 All action taken by the Committee (or any subcommittee thereof) shall be reported to the Board of Directors.
This will generally take place at the next meeting of the Board of Directors following such action.

LIMITATION ON COMMITTEE’S ROLE

Although the Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the
Committee to plan or conduct audits or to determine that the Company’s financial statements are complete
and accurate and are in accordance with generally accepted accounting principles. This is the responsibility of
management and the Company’s independent registered public accounting firm. The Company’s management is
responsible for preparing the Company’s financial statements, and the Company’s independent registered public
accounting firm is responsible for auditing or reviewing those financial statements in compliance with applicable law.

RESPONSIBILITIES

In furtherance of the Committee’s responsibilities, the Committee’s policies and procedures will remain flexible
to best react to changing conditions and to ensure the Board of Directors and stockholders that the corporate
accounting and reporting practices of the Company are in accordance with applicable requirements and standards.
Thus, the following functions are a guide with the understanding that the Committee may supplement this guide
as appropriate given the circumstances.

1 The Committee shall have sole authority to select, evaluate, retain, and replace the Company’s independent
registered public accounting firm. The Committee shall be directly responsible for the compensation and
oversight of the work of the independent registered public accounting firm. The independent registered public
accounting firm shall report directly to the Committee.

2 The Committee shall review and discuss with management and the independent registered public accounting
firm the audited and interim financial statements and related footnotes to be included in the Company’s Annual
Report on Form 10-K (or the Annual Report to Stockholders if distributed prior to the filing of Form 10-K),
and the Company’s Quarterly Reports on Form 10-Q, respectively, including the Company’s disclosures under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”.

3 The Committee shall also review and discuss the results of the annual audit and interim reviews and any matters
required to be discussed or communicated to the Committee under generally accepted auditing standards.

4 The Committee shall review with the independent registered public accounting firm the scope and plans for
the prospective audit, the estimated fees therefor and such other matters pertaining to such audit as the
Committee may deem appropriate.

5 The Committee shall pre-approve all auditing services and permitted non-audit services (including the fees
for such services and terms thereof) to be performed for the Company by its independent registered public
accounting firm. The Committee’s chairperson will have the authority to grant pre-approvals of audit and
permissible non-audit services by the independent registered public accounting firm provided that all pre-
approvals by the chairperson must be presented to the full Committee at its next scheduled meeting.

6 The Committee shall consider whether the independent registered public accounting firm’s performance of
permissible non-audit services is compatible with its independence and shall also request from the independent
registered public accounting firm annually a formal written statement delineating all relationships between the
auditor and the Company consistent with Independent Standards Board Standard Number 1. The Committee
shall review and discuss with the independent registered public accounting firm any such disclosed relationships
and their impact on such firm’s independence.

7 At least annually, the Committee shall receive and review a report by independent registered public accounting
firm describing:

a. the Company’s internal quality-control procedures;
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b. any material issues raised by the most recent internal quality-control review, or peer review, of the Company,
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 firm, and any steps taken to deal with any such
issues; and

c. all relationships between the Company’s independent registered public accounting firm and the Company.

8 The Committee shall meet separately from time to time with management and the independent registered
public accounting firm to discuss issues and concerns warranting Committee attention. The Committee shall
review with the independent registered public accounting firms any problems or difficulties and management’s
response.

9 The Committee shall review and discuss with management and the Company’s independent registered public
accounting firm (i) all critical accounting policies and practices to be used; (ii) all alternative accounting
treatments of financial information within generally accepted accounting principles that have been discussed
with management, including the ramifications of the use of such alternative disclosures and treatments, and
the treatment preferred by the independent registered public accounting firm; and (iii) other material written
communications between the independent registered public accounting firm and management, such as any
management letter or schedule of unadjusted differences.

10 The Committee shall also confer with management and the independent registered public accounting firm on
significant reporting issues and judgments made in connection with preparation of the financial statements.

11 The Committee shall recommend to the Board of Directors policies for the Company’s hiring of employees or
former employees of the independent public accountants who participated in any capacity in the audit of the
Company.

12 The Committee shall review with the Company’s management and the independent registered public accounting
firm their judgments about the quality, not just the acceptability, of accounting principles, the reasonableness
of significant judgments, and the clarity and transparency of the disclosures in the financial statements.

13 The Committee shall make or cause to be made, from time to time, such other examinations or reviews as the
Committee may deem advisable with respect to the adequacy of the systems of internal controls and accounting
practices of the Company and its subsidiaries and with respect to current accounting trends and developments,
and take such action with respect thereto as may be deemed appropriate.

14 The Committee shall discuss with management and the independent registered public accounting firm the
adequacy and effectiveness of the Company accounting and financial controls.

15 The Committee shall adopt and maintain 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 concerns regarding questionable accounting or auditing
matters.

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

17 The Committee shall review and approve any transactions between the Company and related parties.

18 The Committee shall prepare its report to be included in the Company’s annual proxy statement, as required
by SEC regulations.

The foregoing list shall not be deemed an exclusive list of duties and responsibilities of the Committee. The
Committee is authorized to perform any other activities consistent with this charter, the Company’s Amended and
Restated Certificate of Incorporation, Bylaws, and applicable law.

ACCESS TO RECORDS AND RESOURCES

The Committee will have the resources and authority necessary to discharge its duties and responsibilities. In
carrying out its duties and responsibilities, the Committee shall have full access to any relevant records of the
Company and may retain experts and outside consultants to advise the Committee. The Committee shall also
have authority to obtain advice and assistance from internal or external legal, accounting or other advisors.
The Committee shall have sole authority to engage, terminate and determine the compensation and terms of
engagement of any experts, outside consultants, external legal, accounting or other advisors. The Committee may
also request that any officer or other employee of the Company, the Company’s outside counsel or any other person
meet with any members of, or consultants to, the Committee. The fees, expenses or compensation owed any
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person retained by the Committee and any ordinary administrative expenses of the Committee incurred in carrying
out its duties and responsibilities shall be borne by the Company.

DELEGATION

In carrying out its duties and responsibilities, the Committee shall be entitled to delegate any or all of its duties
or responsibilities to a subcommittee of the Committee, to the extent consistent with the Company’s certificate of
incorporation, bylaws, and applicable law and rules of markets in which the Company’s securities then trade.
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