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PURPOSE

The primary responsibility of the Audit Committee (the "Committee") of the Board of Directors (the
“Board”) of Brekford International Corp. (the “Company”) is to assist the Board in overseeing management's
conduct of the Company's financial reporting process. The Committee performs this role by reviewing the
financial reports and other financial information released by the Company, the Company's systems of internal
accounting and financial controls, the annual independent audit of the Company's financial statements by the
Company's independent auditors and the Company's legal compliance and ethics programs.

The Committee has sole responsibility for the retention, compensation and oversight of the
independent auditors. The independent auditors report directly to the Committee. The Committee also serves
as an independent monitor of the Company’s financial reporting process and internal controls and
procedures. The Committee shall adopt procedures to allow the free flow of information to the Committee
regarding the Company’s internal controls and procedures for financial reporting and any concerns by
officers or employees of the Company or the independent auditors regarding accounting and auditing
matters.

In discharging its oversight role, the Committee is empowered to investigate any matters brought to
its attention. In such investigations, the Committee shall have full access to all books, records, facilities and
personnel of the Company and the power to retain outside counsel, auditors or other experts. The Committee
shall receive the funding reasonably necessary to retain the independent auditors to perform its audit and to
retain any other experts required by the Committee to carry out its responsibilities.
MEMBERSHIP

The Committee shall be comprised of not less than two members of the Board, each of whom shall
be independent in accordance with the rules of The NASDAQ Stock Market (or other exchange or interdealer
electronic quotation service which rules may be applicable to the Company) and applicable law.
Accordingly, no member shall have a relationship to the Company that would interfere with the exercise of
his or her independence from management and the Company. Without limiting the foregoing, no member
may accept any direct or indirect compensatory payment from the Company or its affiliates, other than in the
member's capacity as a member of that Board or any Board Committee. Each member shall be able to read
and understand financial statements, and at least one member of the Committee shall be a financial expert, as
determined by the Board in accordance with the rules of The NASDAQ Stock Market (or other exchange or
interdealer electronic quotation service which rules may be applicable to the Company), the rules and
regulations of the Securities and Exchange Commission ("SEC") and any other applicable law.

The members shall be appointed by the Board upon the recommendation of the Corporate
Governance Committee. The Committee members shall annually appoint a Chairman of the Committee.
MEETINGS AND ATTENDANCE

The Committee shall meet at least quarterly. In addition, the Committee shall meet at least once
annually with the independent auditors, and with the chief financial officer (and other management as
appropriate) in separate sessions to discuss any matters that the Committee or these other individuals believe
should be discussed privately and to resolve any disputes that may arise between management and the
independent auditors. The Committee shall also meet at least quarterly with management to discuss the
Company’s system of internal controls and procedures for financial reporting and management’s evaluation
of the effectiveness of these controls.1

———————
1 The Company’s internal controls and procedures for financial reporting refer to controls and procedures designed to provide reasonable

assurances that: (i) transactions are properly authorized; (ii) assets are safeguarded against unauthorized or improper use; and
(iii) transactions are properly recorded and reported to permit the preparation of the Company’s financial statements in accordance with
GAAP.
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A majority of Committee members shall constitute a quorum, but members of the Committee should
endeavor to be present, in person or by telephone, at all meetings. The Chairperson may request that
members of management and representatives of the independent auditors be present at Committee meetings.

MINUTES OF MEETINGS

Minutes of each meeting shall be prepared and sent to Committee members and presented to
Company directors who are not members of the Committee.

DETAILED RESPONSIBILITIES

The Committee's job is one of oversight. While 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 independent auditors.

The following is a list of the regular functions of the Committee. These functions are set forth as a
guide, with the understanding that the Committee may diverge from this guide as appropriate.

1. The Committee shall have the sole authority to appoint the independent auditors to be
retained by the Company and approve the compensation of the independent auditors. The Committee shall
evaluate and have the sole authority to discharge or replace the independent auditors (subject, if deemed
appropriate, to stockholder ratification).

2. The Committee shall approve in advance the provision by the independent auditors of all
services whether or not related to the audit. The Company shall provide for appropriate funding, as
determined by the Committee, for payment of compensation to the independent auditors retained by the
Company for the purpose of rendering or issuing an audit report.

3. The Committee shall review the appointment and replacement of the lead independent audit
partner to ensure rotation in accordance with applicable law.

4. The Committee shall request from the independent auditors, a written statement describing all
relationships between the independent auditors and the Company, as required by Independence Standards
Board Standard Number 1. The Committee shall discuss with the independent auditors any such disclosed
relationships and their impact on the independent auditors’ independence, and recommend any necessary
actions to the Board to confirm the independent auditors’ independence.

5. The Committee shall review the annual audited financial statements with management and the
independent auditors, including (i) major issues regarding accounting and auditing principles and practices,
(ii) the Company’s disclosures under “Management’s Discussion and Analysis of Results of Operations and
Financial Condition,” (iii) the adequacy of internal controls that could significantly affect the Company’s
financial statements, (iv) any material correcting adjustments that have been identified by the independent
auditors, (v) any material off-balance sheet transactions, arrangements, obligations and other relationships of
the Company with unconsolidated entities and (vi) other matters related to the conduct of the audit which are
to be communicated to the Committee under Statement on Auditing Standards No. 61, Communications with
Audit Committees.

6. The Committee shall prepare the “Report of the Audit Committee” to be included in the
Company’s proxy statement, as required by the rules of the SEC.

7. The Committee shall discuss with management and the independent auditors: (i) the annual
internal control report of management required to be filed in the Company’s Annual Report on Form 10-K,
and (ii) the attestation of the independent auditors regarding the Company’s internal controls and procedures
for financial reporting given in connection with such annual internal control report. The Committee shall
present to the Board any significant findings and recommendations to modify such internal controls and
procedures.

8. The Committee shall review with management and the independent auditors the Company’s
quarterly financial statements and the Company’s disclosures under “Management’s Discussion and Analysis



of Results of Operations and Financial Condition” and any matters required to be discussed with the
Committee by Statement on Auditing Standards No. 71, Interim Financial Information.
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9. The Committee shall request and review reports of the independent auditors on the
Company’s critical accounting policies and practices, including alternative treatments available under
generally accepted accounting principles which the independent auditors have discussed with management,
the ramifications of such alternative treatments and the treatment recommended by the independent auditors.

10. The Committee shall request and review reports of the independent auditors on all material
written communications between the independent auditors and management.

11. At least once each fiscal quarter, the Committee shall discuss with management and the
independent auditors: (i) all significant deficiencies and material weaknesses in the design or operation of the
Company's internal controls and procedures for financial reporting which could adversely affect the
Company’s ability to record, process, summarize and report financial data required to be disclosed in filings
with the SEC on a timely basis; (ii) any fraud, whether or not material, that involves management or other
employees who have a significant role in the Company’s internal controls and procedures for financial
reporting, (iii) the resolution of any identified weaknesses, and (iv) the assessments of such internal controls
and procedures, and any significant changes in the internal controls and procedures, required to be disclosed
in the Company’s filings with the SEC or other publicly available documents.

12. The Committee shall review the scope of the audit and plan for the annual audit prior to its
implementation.

13. The Committee shall adopt procedures for the receipt, retention and treatment of complaints
received by the Company, and for the confidential, anonymous submission of concerns to the Committee by
the Company’s employees, relating to accounting, internal accounting controls or auditing matters.

14. The Committee shall review and approve any related-party transactions involving the
Company to the extent required by The NASDAQ Stock Market (or other exchange or interdealer electronic
quotation service which rules may be applicable to the Company).

15. The Committee shall review the adequacy of this Charter on an annual basis.

In addition, the Committee shall perform such other functions as necessary and appropriate under
law, the rules of The NASDAQ Stock Market, the Company’s Second Amended and Restated Certificate of
Incorporation or bylaws and the resolutions and other directives of the Board.
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APPENDIX C
BREKFORD INTERNATIONAL CORP.

COMPENSATION COMMITTEE CHARTER

April 2010
 
PURPOSE

The purpose of the Compensation Committee (the “Committee”) of the Board of Directors (the
"Board") of Brekford International Corp. (the “Company”) is to assist the Board in establishing and
implementing the compensation policies of the Company and monitoring compliance with such policies. The
Company’s compensation policies are intended to attract, motivate and retain experienced and qualified
executives with compensation that is fair in relation to comparable public companies and that recognizes
individual merit and overall business results. The policies are also intended to support the attainment of the
Company’s strategic objectives by tying the interests of executives with those of stockholders through
operational and financial performance goals and equity-based compensation.

MEMBERSHIP

The Committee shall be comprised of not less than two members of the Board. All Committee
members shall be (i) a “non-employee director” within the meaning of Rule 16b-3 of the Securities Exchange
Act of 1934, as amended,1and (ii) an “outside director” within the meaning of Section 162(m) of the Internal
Revenue Code of 1986, as amended,2 and shall otherwise meet the independence requirements of NASDAQ
and applicable law. The members shall be appointed by the Board upon the recommendation of the
Corporate Governance Committee. The Committee members shall annually appoint a Chairman of the
Committee.

MEETINGS AND ATTENDANCE

The Committee shall meet at least once annually, or more frequently as the Committee deems
appropriate. Members of the Committee should endeavor to be present, in person or by telephone, at all
meetings; however, a majority of Committee members shall constitute a quorum. As necessary, the
Chairperson may request members of management be present at meetings, however no member of
management shall be present at the meeting, or portion of the meeting, at which his or her compensation or
performance is discussed.
 
MINUTES OF MEETINGS AND CONSENT TO ACTION
 

Minutes of each meeting shall be prepared and sent to Committee members and presented to
Company Directors who are not members of the Committee. Any action required or permitted to be taken at
a meeting of the members of the Committee may be taken without a meeting if a consent in writing setting
forth the action is signed by all of the members of the Committee. Such consent shall have the same force
and effect as a unanimous vote. The Committee will file all written consents with the minutes of the
proceedings of the Committee.

All actions of the Committee will be reported to the Board at the next meeting following such action.
In addition, the Committee will provide an annual report to the Board regarding the status and disposition of
its duties for the year.
———————
1 SEC Rule 16b-3 defines “non-employee director” as a person who (a) is not currently an officer of the company (or a parent or subsidiary

of the company), (b) does not receive significant direct or indirect compensation from the company for any services performed other than
services as a director, and (c) has no interest in any significant transactions or business relationships with the company.

2 IRC Section 162(m) defines an “outside director” as a director who is not a current or former employee of the corporation and if the director
does not receive significant direct or indirect compensation in any capacity other than as a director.
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KEY RESPONSIBILITIES
 

Executive Compensation. The primary components of executive compensation are industry
competitive salaries, bonuses of cash and/or stock options based on annual operational and financial
objectives and on individual merit, and stock option grants to executives when they are hired and periodic
retention stock option grants. In setting compensation, the Committee shall consider individual contributions,
teamwork and performance level as well as the executive’s total compensation package, including insurance
and other benefits. The Committee’s responsibilities with respect to compensation of the executive officers
and other key employees of the Company include the following:

1. Meet at least annually to review the total compensation package of the Chief Executive
Officer and other members of senior management, and recommend for approval by the independent
Directors of the Board the compensation for the Chief Executive Officer and other members of senior
management and key employees for the upcoming year.

2. Meet at least annually to discuss the performance evaluation of the Chief Executive Officer
based on achievement of performance objectives established in the prior year and individual merit. Based on
this evaluation, recommend for approval by the independent Directors of the Board the annual cash and/or
stock option bonus compensation for the Chief Executive Officer.

3. Meet at least annually with the Chief Executive Officer and other senior management to
discuss the performance evaluation of senior management and other key employees based on achievement of
performance objectives established in the prior year and individual merit. Based on these evaluations,
determine the annual cash and/or stock option bonus compensation for senior management and other key
employees, other than the Chief Executive Officer.

4. Meet at least annually to develop appropriate performance goals for the Chief Executive
Officer and other members of senior management for the next year for purposes of determining bonus
compensation. The Chief Executive Officer may participate in meetings of the Committee held to discuss
performance goals for the other members of senior management. The chair of the Compensation Committee
will present the performance goals to the independent Directors for approval.

5. Review at least annually market data to assess the Company’s competitive position for all
components of compensation for the Chief Executive Officer and senior management to ensure the Company
is competitive with comparable public companies.

6. Prepare the “Report of the Compensation Committee” to be included in the Company’s proxy
statement, as required by the rules of the Securities and Exchange Commission.

Equity Plans. With respect to the administration of any stock option and restricted stock plan,
employee stock purchase plan, profit-sharing plan or other, similar plan of the Company (a “Plan”), the
Committee shall:

1. Have and is hereby delegated the full power and authority (a) to administer any Plan,
including, without limitation, the power to select persons to whom grants thereunder are made, the power to
determine the terms and type of any such grant under any discretionary-grant plan (including the number of
shares subject to such grant), the power to establish vesting schedules and the type and amounts of
consideration, if any, paid to the Company for any stock issuable under any Plan and the power to otherwise
administer any Plan.

2. Recommend to the Board the adoption of amendments to any Plans or modifying or
canceling any existing grants under such Plans.

3. Review annually the sufficiency of the shares available for grant under the Plans based on the
Company’s goals for hiring, bonus and retention grants, and assess the Company’s competitive position with
respect to levels of equity compensation, vesting schedules and other terms with comparable public
companies.

Board. The Committee shall annually review and recommend for approval by the full Board the



retainer and meeting fees for non-employee members of the Board and committees of the Board and the
terms and awards of stock compensation for members of the Board under the Company’s Stock Option and
Incentive Plan, or similar equity incentive plan adopted by the Company and approved by the stockholders.
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Consultants. The Committee has the power and authority to retain consultants of its selection to
advise it with respect to the Company’s salary and incentive compensation and benefits programs. It shall
have the sole authority to approve the consultants’ fees and other retention terms.

The Committee shall review and reassess the adequacy of this Charter annually and recommend any
proposed changes to the Board for approval.

In addition, the Committee shall perform such other functions as necessary and appropriate under
law, the rules of the NASDAQ Stock Market, the Company’s certificate of incorporation or bylaws and the
resolutions and other directives of the Board.
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