TIVITY HEALTH, INC.
AUDIT COMMITTEE CHARTER
The Audit Committee (the “Committee”) is appointed by the Board of Directors
(the “Board”) to assist the Board in overseeing the accounting and financial reporting
processes of the Company and the audits of the Company’s financial statements, the
Company’s compliance with legal and regulatory requirements, the outside auditors’
qualifications and independence, and the performance of the outside auditors and of the
Company’s internal audit function.
In discharging its responsibilities, the Committee is empowered to investigate any
matter with full access to all books, records, facilities and personnel of the Company and
the power to retain, at the Company’s expense, outside counsel, auditors or other experts
or consultants for this purpose. The Committee shall make regular reports to the Board.
The Committee shall review and reassess the adequacy of this Charter on an annual
basis and submit it annually to the Board for approval.
The Committee shall consist of not less than three members of the Board.
The Board shall determine (i) whether each Committee member meets
independence and other qualification standards set by applicable law and regulation and
the applicable listing standards of The NASDAQ Stock Market, Inc., (ii) whether at least
one member of the Committee has finance or accounting or comparable experience that
results in the individual’s financial sophistication, and (iii) whether each Committee
member is able to read and understand fundamental financial statements.
The Committee shall consider and determine whether one of its members is an
“audit committee financial expert” as defined by the Securities and Exchange Commission.
The Committee’s oversight responsibility recognizes that the Company’s
management is responsible for preparing the Company’s financial statements in
accordance with generally accepted accounting principles and that the outside auditors are
responsible for auditing those financial statements. Additionally, the Committee
recognizes that the Company’s financial management, as well as its outside auditors, have
more time, knowledge and more detailed information on the Company and its financial
reports than do Committee members; consequently, in carrying out its duties and
responsibilities, the Committee is not providing any expert or special assurance as to the
Company’s financial statements and is not conducting an audit or investigation of the
financial statements or determining that the Company’s financial statements are true and
complete or are in accordance with generally accepted accounting principles.
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The following functions shall be the common recurring activities of the Committee
in carrying out its oversight duties and responsibilities. These functions are set forth as
minimum duties and responsibilities with the understanding that the Committee may
undertake additional duties and responsibilities as the Board or the Committee deems
appropriate given the circumstances.
•

The Committee shall review and discuss with management and the outside auditors the
annual audited and quarterly unaudited financial statements, the Company’s
disclosures under “Management’s Discussion and Analysis of Financial Condition and
Results of Operation”, and the selection, application and disclosure of critical
accounting policies and practices used in such financial statements. The Committee
also shall review and discuss with the outside auditors the matters required to be
discussed by Statements of Auditing Standards (“SAS”) No. 61 and No. 90, as may be
modified or supplemented. The discussion of the financial statements and the related
critical accounting policies and practices shall occur prior to the public release of such
financial statements and the discussion of the related disclosure, including the
“Management’s Discussion and Analysis of Financial Condition and Results of
Operation”, shall occur prior to the filing of the Form 10-Q or 10-K. Additionally,
based on such review and discussion, the Committee shall consider whether to
recommend to the Board that the audited financial statements be included in the
Company’s Annual Report on Form 10-K.

•

The Committee shall review and approve all transactions between the Company and
any related person that are required to be disclosed pursuant to Securities and Exchange
Commission Regulation S-K, Item 404 (“Item 404”). ‘Related person’ and
‘transaction’ shall have the meanings given to such terms in Item 404, as amended from
time to time.

•

The Committee shall discuss with management and the outside auditors policies with
respect to risk assessment and risk management and the quality and adequacy of the
Company’s internal controls and processes that could materially affect the Company’s
financial statements and financial reporting. The Committee shall meet separately, at
least quarterly, with management, and with the outside auditors and shall review with
the outside auditors any audit problems or difficulties and management’s response.

•

The Committee shall:
-

oversee the work of the outside auditors;

-

resolve disagreements between management and the outside auditors regarding
financial reporting;

-

discuss with management and the outside auditors the internal audit function in the
Company, including its responsibilities, budget and staffing and its planned scope
of internal audit;
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-

establish hiring policies for employees or former employees of the outside auditors;

-

preapprove all auditing services and internal control-related services to be provided
by the outside auditors;

-

preapprove all permitted non-audit services, including tax services, to be provided
by the outside auditors, subject to such exceptions as may be determined by the
Committee to be appropriate and consistent with federal and regulatory provisions;

-

receive reports from the outside auditors regarding critical accounting policies and
practices, alternative treatments of financial information and generally accepted
accounting principles, and such other information as may be required by federal
and regulatory provisions;

-

receive reports from management and legal counsel regarding compliance matters
and complaints related to the Company’s Code of Conduct;

-

receive from the outside auditors annually a formal written statement delineating
all relationships between the outside auditors and the Company that may impact the
objectivity and independence of the outside auditors, including any publicly
available portion of any report from the Public Company Accounting Oversight
Board (“PCAOB”); and

-

discuss with the outside auditors in an active dialogue any such disclosed
relationships or services and their impact on the outside auditors’ objectivity and
independence.

•

The Committee shall receive reports from the principal executive and financial officers
of the Company and the outside auditors regarding any major issues as to the adequacy
of the Company’s internal controls, any special steps adopted in light of internal control
deficiencies and the adequacy of disclosure about changes in internal controls over
financial reporting.

•

The Committee shall review and discuss with management (including the senior
internal audit officer) and the outside auditors the Company’s internal controls report
and the outside auditor’s attestation of the report prior to the filing of the Company’s
Form 10-K.

•

The Committee shall establish procedures for the receipt, retention and treatment of
complaints regarding accounting, internal accounting controls, or auditing matters and
for the confidential, anonymous submission by employees of concerns regarding
questionable accounting or auditing matters.

•

The Committee shall have the sole authority and responsibility to select (subject, if
applicable, to stockholder approval), determine the compensation of, and, where
appropriate, terminate and replace the outside auditors, and the outside auditors shall
report directly to the Committee.
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Meetings
The Committee shall meet at least four times annually and more frequently as
necessary or appropriate, including teleconferences when appropriate. Special meetings of
the Committee may be called on one day notice by the Chairman of the Board or the
Committee Chairman. One or more of these meetings shall include separate executive
sessions with the Company’s Chief Financial Officer and the independent auditors. A
majority of the Committee shall constitute a quorum, and the Committee shall act only on
the affirmative vote of a majority of the members present at the meeting. Attendance by
the Chairman of the Board and by other members of management will be at the invitation
of the Committee Chair. The Committee shall maintain minutes of all meetings
documenting its activities and recommendations to the Board. Unless the Board has
previously designated the Chair, the members of the Committee may designate a Chair by
majority vote.
The Committee and its members have complete access to management, recognizing
that it is expected that members will use judgment to be sure that this access is not
distracting to the business operations of the Company.
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