
AUDIT COMMITTEE CHARTER BUTLER NATIONAL CORPORATION 
 

The Board of Directors Butler National Corporation (the "Company") hereby 
adopts this charter to govern the composition of its Audit Committee (the "Committee") 
and the scope of the Committee's duties and responsibilities, and to set forth specific 
actions the Board of Directors expects the Committee to undertake to fulfill those duties 
and responsibilities. 

 
I. STATEMENT OF PURPOSE 

The Committee will assist the Board of Directors in overseeing and monitoring 
the Company's financial reporting process. The duties of the Committee are ones of 
oversight and supervision. 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-that is the responsibility of 
management and the Company's independent auditors. Similarly, it is not the duty of the 
Committee to conduct investigations or to assure compliance with laws and regulations. 
The Board of Directors recognizes that the Committee will rely on the advice and 
information it receives from the Company's management and its internal and outside 
auditors. The Board does, however, expect the Committee to exercise independent 
judgment in assessing the quality of the Company's financial reporting process and its 
internal controls. In doing so, the Board expects that the Committee will maintain free 
and open communication with the other directors, the Company's independent and 
internal auditors and the financial management of the Company. 

 
II. COMPOSITION OF THE AUDIT COMMITTEE 

 
The Committee shall be comprised of at least three members of the Board of 

Directors, with the number of members to be determined from time to time by the Board. 
The members shall be designated by the Board of Directors.  

Each member of the Committee shall have experience or education in business or 
financial matters sufficient to provide him or her with a working familiarity with basic 
finance and accounting matters. In addition, the Audit Committee shall include at least 
one person with financial management or accounting expertise. 

Unless the Board has previously designated the Chair, the members of the 
Committee may designate a Chair by majority vote. 

 
III. MEETINGS 

 
The Committee shall meet at least 4 times annually, or more frequently if 

circumstances dictate. One or more of these meetings shall include separate executive 
sessions with the Company's Chief Financial Officer and the independent auditors. 
Unless circumstances dictate otherwise, the meetings should occur quarterly in 
conjunction with a review of the Company's quarterly financial results. 
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IV. DUTIES AND RESPONSIBILITIES OF THE AUDIT COMMITTEE 
 

The duties and responsibilities of the Committee shall include the following: 
1. Receive the written disclosures and letter from the Company's 

independent auditors required by Independence Standards Board Standard No. 1. 
2. Review the Company's Annual Report on Form l0-K and the 

financial statements contained therein with the Company's financial management 
and independent auditors. Discuss any significant financial judgments made in 
connection with the preparation of the Company's financial statements. Receive 
assurances from financial management that the financial statements proposed to 
be included in the Company's Annual Report contain no material misstatements, 
and receive assurances from the independent auditors that, in the course of their 
audit, they learned of no material misstatement. If deemed appropriate, after 
consideration of the reviews and assurances, recommend to the Board of Directors 
that they be included in the Annual Report on Form 10-K. 

3. Review the Company's Quarterly Reports on Form 10-Q and the 
financial statements contained therein with the Company's financial management. 
Receive assurances from the Company's financial management that the financial 
statements included in the Company's reports do not contain any material 
misstatements, and receive assurances that the auditors learned of no material 
misstatements in the course of their review of such financial statements. 

4. Discuss at least annually with the Company's independent auditors 
the adequacy and effectiveness of the Company's internal controls. Review the 
management letter issued by the independent auditor and management's response 
thereto. Periodically assess action management has taken or progress it has made 
in addressing issues raised by the independent auditors. 

5. Appoint or reappoint the senior internal auditing executive, and 
approve the responsibilities. 

 6. Discuss at least annually with the internal auditor the effectiveness 
of the Company's internal accounting controls, as well as any significant letters or 
reports to management issued by the internal auditors, and management's 
responses thereto. 

7. Discuss at least annually with the Company's attorneys the 
effectiveness of the Company's legal compliance programs, any legal matters that 
may have a material impact on the Company's financial statements and any 
material reports or inquiries received from regulators or government agencies. 

8. Authorize and oversee investigations deemed appropriate into any 
matters within the Committee's scope of responsibility, with the power to retain 
independent counsel, accountants and other advisors and experts to assist the 
Committee if deemed appropriate. 

9. Prepare the disclosure required by the Rules of the Securities and 
Exchange Commission to be included in the Company's annual proxy statement. 

10. Review this charter on an annual basis and make recommendations 
to the Board of Directors concerning any changes deemed appropriate. 

11. Report actions of the Committee to the Board of Directors with 
such recommendations as the Committee deems appropriate. 

 
End of Charter. 


