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1.   Committee Purpose 

 The Audit, Risk and Compliance Committee (the “Committee”) of Grasshopper Bank N.A. 
(“Bank”) and Grasshopper Bancorp (the “Company”) (collectively, the “Company”) is appointed by 
the Boards of Directors of the Company and the Bank (collectively, the “Board”) to assist the Board 
in fulfilling the Company’s oversight responsibilities.  The Audit, Risk and Compliance Committee’s 
primary duties and responsibilities are to: 
 

• Monitor the integrity of the Company’s financial reporting process and systems 
of internal controls regarding finance, accounting, and legal compliance; 

• Monitor the independence and performance of the Company’s independent 
auditors and internal auditors, and the qualifications of the Company’s independent 
auditors; 

• Provide an avenue of communication among the independent auditors, 
management, the internal auditors, and the Board; 

• Monitor the Company’s internal control processes regarding accounting, funds 
management, credit, market, compliance, operations and reputational risk 
management; and monitor the independence of the Company’s independent 
auditors, the performance of the Company’s internal audit function and 
performance of the Company’s internal auditors; 

• Monitor the Company’s compliance with legal and regulatory requirements, and any 
material pending claims and litigation;  

• Provide a third layer of independent oversight and review to management’s and 
auditors’ responsibilities in the above areas; and 

• Oversee the Company’s Enterprise Risk Management Program and Practices, 
including the annual approval of the Risk Appetite Statement. 

 
 The Board recognizes that the Company’s management is responsible for 
preparing the Company’s consolidated financial statements and implementing internal 
controls and the independent auditors are responsible for planning and conducting audits 
of those financial statements. While the Committee has the responsibilities and powers set 
forth in this Charter, nothing in this Charter should be construed to imply that the 
Committee is required to provide or does provide any expertise or special assurance as to the 
Company’s consolidated financial statements, internal controls, any certification as to the 
independent auditors’ work, any determination that the Company’s consolidated financial 
statements are complete and accurate and are in accordance with generally accepted 
accounting principles or any assurance or certification as to the Company’s compliance with 
laws, rules or regulations. 
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 While the Company is not currently an SEC Registrant nor is its stock listed on a national 
exchange, the Company as determined to follow certain of the qualitative listing requirements for 
audit committees of Nasdaq Stock Market, Inc. issuers and any applicable Securities and Exchange 
Commission rules and regulations.    
 

The powers and responsibilities of the Committee are subject to the restrictions in the 
Bank's Bylaws and applicable laws. 
 

 

2.   Authority 
 

The Committee shall have the authority to investigate any matter brought to its attention 
and shall have full access to all books, records, facilities and personnel of the Company. The 
Company shall provide for appropriate funding, as determined by the Committee for the payment 
of compensation to independent advisors to the Committee and for the payment of compensation 
to the independent auditor for the purpose of rendering or issuing an audit report or performing 
other audit, review or attest services, as well as funding for the payment of ordinary 
administrative expenses of the Committee that are necessary or appropriate in carrying out its 
duties.  The Committee has direct access to the independent auditors as well as anyone in the 
organization. The Committee has the ability to retain, at the Company’s expense, outside or 
special legal, accounting or other consultants or experts it deems necessary in the performance of 
its duties at its discretion, without prior permission of the Board or management. The Committee 
has the authority to appoint and determine the compensation of the independent auditors, 
and the Company shall provide appropriate funding for such compensation. The Committee has 
the authority to resolve disagreements between the Company’s management and the 
independent auditors regarding financial reporting.  The independent auditors shall report directly 
to the Committee. 
 
 

3. Committee Membership and Meetings 
 

The Committee will be comprised of three or more directors, as determined by the Board, 
each of whom shall satisfy the definition of independent director as defined in any qualitative 
listing requirements for Nasdaq Stock Market, Inc. issuers, any applicable Securities and 
Exchange Commission rules and regulations, the Federal Deposit Insurance Corporation 
Improvement Act of 1991 (FDICIA), and other applicable laws and regulations.  All members of 
the Committee must be financially literate at time of appointment, meaning they must have the 
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ability to read and understand fundamental financial statements, including the Company’s 
balance sheet, income statement and cash flow statement.  In addition, at least one member of 
the Committee shall be deemed an “audit committee financial expert” as defined by the 
Securities and Exchange Commission.   

The members of the Committee and the Chairperson of the Committee will be elected by 
the Board on an annual basis.  If a Committee Chair is not designated or present, the members of 
the Committee may designate a Chair by majority vote of the Committee membership. At least 
annually, the Board shall determine whether all existing and potential Committee members are 
independent of management of the Company.  Committee members shall not simultaneously 
serve on the Audit Committee of more than three public companies.   

 
The Committee shall meet at least quarterly,  or more frequently as circumstances 

dictate. When convening, a quorum consisting of a simple majority of all regular voting members 
of the Committee shall be present.  

Members may participate in any meeting through use of conference telephone or similar 
communications equipment, so long as all members participating in such meeting can hear one 
another, and such participation shall constitute presence in person at such meeting. 

 
Whenever reasonably possible, the Committee Chair shall prepare and/or approve, and 

provide in advance to members, an agenda of each meeting, along with appropriate briefing 
materials. Minutes will be prepared for all meetings and will be presented along with a 
Committee Chair Report to the Board at its regularly scheduled meetings.  Committee 
documents will be made available for review by any Director at any time, unless a Director is the 
subject of a confidential investigation by the Committee, in which case any minutes or 
documents relating to that investigation need not be disclosed to the Director.   The Committee 
shall meet periodically with the independent auditors and executive management, including the 
Chief Risk Officer, in private sessions to discuss  any matters that the Committee or each of 
these persons believe should be discussed. 

 
 
4. Committee Responsibilities and Duties 
 

4.1 Review Procedures 
 

 4.1.1 Review and reassess the adequacy of this Charter at least annually. Submit 
the Charter to the Board for approval. 
  
  4.1.2 Review the Company’s annual audited financial statements prior to filing 
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or distribution. Review should include discussion with management and independent auditors of 
significant issues regarding accounting principles, practices and judgments. 
 
  4.1.3 In consultation with management, the independent auditors and the 
internal auditors, consider the integrity of the Company’s financial reporting processes and 
controls, compliance with regulatory requirements and the adequacy of the Company’s 
Enterprise Risk Management practices. Discuss significant financial and other risk exposures and 
the steps management has taken to monitor, control and report such exposures. Review 
significant findings prepared by the independent auditors and the internal auditors together 
with management’s responses. 
 
   
  4.1.4 Discuss any significant changes to the Company’s accounting principles and 
any items required to be communicated by the independent auditors in accordance with 
PCAOB Auditing Standard 16. 
 

4.2 Independent Auditors 
 
  4.2.1 The independent auditors are ultimately accountable to the Committee 
and the Board. The Committee shall review the independence and performance of the 
independent auditors and shall be responsible for the appointment of the independent 
auditors and approve any discharge of independent auditors when circumstances warrant. 
 

4.2.2 Approve the fees and other significant compensation to be paid to the 
independent auditors. Only the Committee has authority to pre-approve all auditing services, 
internal control-related services, and permitted non-audit services (including fees and terms) to be 
performed for the Company by its independent auditor.  The Committee shall pre-approve all 
audit and permissible non-audit services to be performed by the independent auditors, provided 
that pre-approval is not required with respect to non-audit services if: 
 

• The aggregate amount of all such non-audit services provided to the 
Company constitutes 5% or less of the total amount paid by the Company to its independent 
auditor during the fiscal year in which the non-audit services are provided; 
 

• Such services were not recognized at the time of the engagement to 
be non- audit services; and 

 
• Such services are promptly brought to the attention of the Committee 

and are approved by the Committee or by the Chairman of the Committee or other members 
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of the Committee to whom authority to grant such approval has been delegated by the 
Committee prior to the completion of the audit. 

 
  4.2.3 On an annual basis, the Committee should review and discuss with the 
independent auditors all significant relationships they have with the Company and whether any 
could impair the auditors’ independence. The Committee should also receive from the 
independent auditors a formal written statement delineating these relationships consistent with 
Independence Standards Board Standard. 
 
  4.2.4 Review the independent auditors' audit plan, and discuss scope, staffing, 
locations, reliance upon management, and internal audit and general audit approach. 
 
  4.2.5 Prior to releasing the year-end earnings, if applicable, discuss the results of 
the audit with the independent auditors. 
 
  4.2.6 Discuss certain matters required to be communicated to audit committees 
in accordance with PCAOB Auditing Standard 16. 
 
  4.2.7 Consider the independent auditors’ judgments about the quality and 
appropriateness of the Company’s accounting principles as applied in its financial reporting, 
including: 
 

• Discuss with management and the independent auditors the quality of the 
accounting principles and underlying estimates used in the preparation of the Company’s financial 
statements. 

 
• Discuss with the independent auditors the clarity of the financial disclosure 

practices used or proposed by the Company. 
 
• Inquire as to the independent auditors' views about whether management's 

choices of accounting principles appear reasonable from the perspective of income, asset and 
liability recognition, and whether those principles are common practices or are minority practices. 

 
  4.2.8 Review with management and the independent auditors their assessments 
of the adequacy of internal controls, and the resolution of identified material weaknesses and 
reportable conditions in internal controls, including the prevention or detection of management 
override or compromise of the internal control system. 
 
  4.2.9 Review with management and the independent auditors the Company’s 
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compliance with laws and regulations. 
 
  4.2.10 The following services may not be provided by the independent auditor 
contemporaneously with the audit: 
 

• Bookkeeping or other services related to the accounting records or financial                                                          
statements of the Company. 

 
• Financial information systems design and implementation. 
• Appraisal or valuation services. 
• Actuarial services. 
• Internal audit outsourcing services. 
• Management functions or human resources. 
• Broker-dealer, investment service provider or investment banking services. 
• Legal services. 
• Expert services unrelated to the audit. 
• Any other service that the SEC or Public Company Accounting Oversight 

Board determines is impermissible. 
 
4.3 Internal Audit and Legal Compliance 

 
  The Committee shall: 
 
  4.3.1 Review the performance, effectiveness, appointment and replacement of 
the outside firm(s) selected to perform the Internal Audit function. Review changes in plan, 
activities, organizational structure and qualifications of the internal audit firm, as needed. 
 
  4.3.2 Review the internal auditors' audit plan, and discuss scope, staffing, 
locations, reliance upon management, and internal audit and general audit approach. 
 
  4.3.3 Review significant reports prepared by the internal audit function, 
together with management's response and follow-up to these reports. 
 
   
  4.3.4 Review all reports concerning any significant fraud or regulatory 
noncompliance that occurs at the Company. This review should include consideration of the 
internal controls that should be strengthened to reduce the risk of a similar event in the future. 

 
4.4 Regulatory Compliance 
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• The Committee shall review the results of examinations by regulatory authorities and 
management’s response to such examinations. 

 

• The Committee shall review with legal counsel, the chief financial officer and the external 
auditor, legal and regulatory matters that may have a material impact on the financial 
statements and Company compliance policies. 

 

• The Committee shall review with management and report to the Board regarding the 
Company’s compliance functions and its material compliance risks. 

 

• The Committee shall oversee the Company’s policies, procedures, programs and training 
related to compliance with laws and regulations applicable to the Company’s banking 
business. 

 
 4.5  Enterprise Risk Management 

• The Committee shall oversee the Company’s Enterprise Risk Management policies, 
procedures, programs and training. 

• The Committee shall review and approve at least annually the Company’s Risk Appetite 
Statement. 

• The Committee shall oversee the Enterprise Risk Management Program of the Bank and 
its compliance with the approved Risk Appetite Statement. 

• Review periodically (at least annually) the ERM Dashboard detailing compliance with 
stated Risk Appetites as indicated by identified Key Risk and Key Performance Indicators. 

• The Committee shall work with Management to ensure Bank-Wide risk management 
tools and practices are in compliance with regulatory guidance on risk management 
framework applicable to the identified categories of risk. 

 

5. Other Committee Responsibilities 
  
 5.1 Perform any other activities consistent with this Charter, the Company’s Bylaws 
and governing law, as the Committee or the Board deems necessary or appropriate. 
 
 5.2 Periodically perform a self-assessment of the Committee’s performance. 
 
 5.4 Review financial and accounting personnel succession planning within the 
Company. 
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 5.5 Maintain procedures for the receipt, retention and treatment of complaints 
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. 
 
 5.6 At least annually, review significant compliance, Risk Management and audit 
policies and significant changes to those policies. Discuss significant changes in and significant 
exceptions to the Company’s policies related to: 
 

• Internal controls; 
• Accounting; 
• Internal and Independent Auditing; and 
• Financial reporting. 
• Regulatory Compliance 
• Enterprise Risk Management 
•  

           5.7  At least annually, the Committee shall: (1) review the Company’s 
Policy and Procedures Governing Related Party Transactions and recommend any changes to the 
Board for approval; and (2) review and determine whether to approve or ratify transactions 
covered by such policy, as appropriate. 

 
 

6. Guidelines for Performing Responsibilities  
 

6.1 Independent Auditor Submissions:  The Committee is responsible for ensuring that 
the external (independent) auditor submits on a periodic basis: 

 

• A formal, written statement, as required by the Independence Standards Board Statement 
No. 1, delineating all relationships between the external auditor and the Company.  The 
Committee will be responsible for actively engaging in a dialogue with the external auditor 
with respect to any disclosed relationships or services that may impact the objectivity or 
independence of the external auditors and for recommending action by the Board of 
Directors to satisfy itself of the external auditors’ independence.  The Committee shall 
consider the effect on the external auditor’s independence of the external auditors’ 
provision of non-audit services (it being recognized that, in connection with such 
consideration, the Committee will rely on the accuracy of the information provided by the 
external auditor as to the services provided and the fees billed and on the representations 
of management). 
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• A formal, written statement of the fees billed by the external auditor for each of the 
following categories of services: (A) the audit of the Company’s financial statements for the 
most recent fiscal year; (B) audit related services, (C) tax compliance fees, and (D) all other 
services, which may include non-financial statement audit services such as capital 
generation and tax planning strategies, benefit plan design and acquisition related issues, 
among others. 

 
6.2 Independent Auditor Oversight:  With respect to the oversight of the Company’s 

independent auditor, the Committee will: 
 

• Review and evaluate the lead partner of the independent auditor team; 
 

• Obtain and review a report from the independent auditor at least annually regarding: 
 

o The independent auditor’s internal quality-control procedures; 
o 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 respecting one or more 
independent audits carried out by the firm; 

o Any steps taken to deal with any such issues; and 
o All relationships between the independent auditor and the Bank. 

 

• Evaluate whether the provision of permitted non-audit services is compatible with 
maintaining the auditor’s independence, and taking into account the opinions of 
management and internal auditors; 
 

• Ensure the rotation of the lead (or coordinating) audit partner having primary responsibility 
for the audit and the audit partner responsible for reviewing the audit; and 
 

• Meet with the independent auditor prior to the audit to discuss the planning and staffing 
of the audit.   

 
6.3 Internal Controls:  The Committee will review and approve internal control 

practices to protect the Company’s assets, record the instruments in accordance with GAAP, and 
allow transparency in reporting. 

 
 

7. Management, Internal Auditor, and External Auditor Discussions  
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The Committee shall review and discuss with management, the internal auditors and the 

external auditors: 
 
7.1 Financial Reporting:  The Committee shall review the Company’s financial 

statements and report on internal control over financial reporting and the independent auditor’s 
attestation of the Company’s report, including, but not limited to: 

 

• The quarterly and year-end financial statements (including the external auditors’ 
judgment about the quality of accounting principles, the reasonableness of significant 
judgments and the clarity of disclosures); 
 

• The significant financial reporting issues and judgments made in connection with the 
preparation of the Company’s financial statements, including any significant changes in 
the Company’s selection of application of accounting principles, any major issues as to 
the adequacy of internal controls and any special steps adopted in light of material 
control deficiencies; 

 

• The analyses prepared by management and/or the independent auditor setting forth 
significant financial reporting issues and the effects of alternative generally accepted 
accounting principles on the financial statements; 

 

• All critical accounting policies and practices to be used; 
 

• All alternative treatments of financial information within generally accepted accounting 
principles that have been discussed with management, ramifications of the use of such 
alternative disclosures and treatments, and the treatment preferred by the 
independent auditor; 

 

• Other material written communications between the independent auditor and 
management, such as any management letter or schedule of unadjusted differences; 

 

• The effect of regulatory and accounting initiatives as well as off-balance sheet 
structures on the Bank’s financial statements; 

 

• The risk assessment and risk management policies and practices and the Company’s 
major financial risk exposures and the steps management has taken to monitor and 
control such exposures; 
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• The matters required to be discussed by PCAOB 16 relating to the conduct of the audit, 
including any problems or difficulties encountered in the course of the audit work, any 
restrictions on the scope of activities or access to requested information, and any 
significant disagreements with management; 
 

• The practices with respect to risk assessment and risk management, including the risk 
of fraud and the Company’s fraud detection framework; 

 

• The disclosures made to the Committee by the Company’s Chief Executive and Chief 
Financial officers, if applicable, during their certification process for financial 
statements about any significant deficiencies in the design or operation of internal 
controls or material weaknesses therein and any fraud involving management or other 
employees who have a significant role in the Company’s internal controls; and 

 

• The effectiveness and the adequacy of disclosures about changes in internal control 
over financial reporting. 

 
 

7.2 Internal Audit:  With respect to oversight of the Company’s internal audit function, 
the Committee will: 

 

• Although not presently applicable since the Company does not currently have Chief 
Audit Officer, if the Company does engage such an internal auditor or Chief Audit 
Officer at a future date, then the Committee shall: Review the appointment and 
replacement of the Chief Audit Officer or the independent outside internal audit firm 
who will report directly to the Audit, Risk and Compliance Committee; 
 

• Review the significant reports to management prepared by the internal auditing 
 function and management’s responses; 
 

• Review and approve the annual internal audit plan and staffing; and 
 

• Discuss with the independent auditor and management the internal audit function 
responsibilities, budget and staffing and any recommended changes in the planned 
 scope of the internal audit. 
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7.3 Compliance:  The Committee will obtain reports from management and the Chief 

Risk Officer on the status of compliance with applicable laws and regulations and the Company’s 
Bank’s Code of Conduct, as well as corrective actions taken or in process to rectify weaknesses.   

 
7.4 Insider Transactions:  The Committee will review reports and disclosures of insider 

and affiliated party transactions and advise the Board with respect to the Company’s policies and 
procedures regarding compliance with applicable laws and regulations and with the Company’s 
Code of Conduct. 

 
7.5 Whistleblower Concerns:  The Committee will establish and maintain procedures 

for the receipt, retention and treatment of whistleblower concerns received by the Company 
regarding ethical, fraud, or similar matters. 

 
7.6 Regulatory Correspondence:  The Committee will discuss with management and the 

independent auditor any correspondence with regulators or governmental agencies and any 
published reports which raise material issues regarding the Company’s financial statements or 
condition. 

 
7.7 Legal Matters:  The Committee will review with the Company’s outside legal 

counsel, at least annually but as needed, legal matters that may have a material impact on the 
financial statements or the Company’s compliance policies. 

  
7.8 Board Report:  The Committee shall report to the Board whether the Committee 

has (i) reviewed and discussed the audited financial statements with management, (ii) discussed 
with the external auditors the Management Letter produced as part of the Audit. 

 
7.9 Income Tax Matters:   The Committee shall review significant income tax matters 

with the Chief Executive Officer and Chief Financial Officer of the Company. 
 
7.10 Enterprise Risk Management:  The Committee shall review the Company’s overall 

enterprise risk management structure and programs, unless primary responsibility for ERM issues 
is delegated by the Board to another committee.  

 
 

8.   Limitations of Committee’s Role 
 

As noted above, the function of the Committee is oversight.  The management of the 
Company is responsible for the preparation, presentation and integrity of the Company’s financial 



Grasshopper Bank 

Audit and Risk Committee Charter 

Page 15 of 15 

Originally Adopted: 01/23/19 

Most Recent Board Approval:  02/26/20 

Next Board Update/Approval Date: 2021 

 

 
 

statements.  Management and the internal auditing department are responsible for maintaining 
appropriate accounting and financial reporting principles and policies and internal controls and 
procedures designed to assure compliance with accounting standards and applicable laws and 
regulations.  The independent auditor is responsible for planning and carrying out a proper audit 
of the Company’s financial statements.  The members of the Committee are not full-time 
employees of the Company and are not, and do not represent themselves to be, accountants or 
auditors by profession or experts in the fields of accounting or auditing, including with respect to 
the issue of auditors’ independence.  It is not the duty or responsibility of the Committee or any of 
its members to conduct “field work” or other types of auditing or accounting reviews or 
procedures or to set auditor independence standards. 

 
Each member of the Committee shall, in the performance of his or her duties, be fully 

protected in relying in good faith upon the records of the Company and upon such information, 
opinions, reports or statements presented to the Company by any of its officers or employees, 
other committees of the Board of Directors, or any other person as to matters the member 
reasonably believes are within such other person’s professional or expert competence and who 
have been selected with reasonably care by or on behalf of the Company. 
 
 
  

 


