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 FIRST BANCTRUST CORPORATION 
 AUDIT COMMITTEE CHARTER 
 
 
 

The Board of Directors of First BancTrust Corporation (the "Company") has constituted and 
established an Audit Committee (the "Committee") with authority, responsibility, and specific duties 
as described in this Audit Committee Charter. 
 
A.  Composition 
 

The Committee shall consist of three or more directors, each of whom is independent of 
management and free from any relationship that, in the opinion of the Board of Directors, as 
evidenced by its annual selection of such Committee members, would interfere with the exercise of 
independent judgment as a Committee member.  Each Committee member must also be able to read 
and understand fundamental financial statements (including the company's balance sheet, income 
statement and cash flow statement), or become able to do so within a reasonable time after being 
appointed to the Committee.  Furthermore, at least one Committee member must have past 
employment experience in finance or accounting, requisite professional certification in accounting, 
or other comparable experience resulting in financial sophistication (including having been a chief 
executive officer, chief financial officer or other senior officer with financial oversight 
responsibilities).  While not an absolute requirement, the Company will seek to have at least one 
member who is considered to be an “audit committee financial expert” as defined in Item 401 of 
Regulation S-B under the Securities Exchange Act of 1934.  These requirements are intended to 
satisfy the Nasdaq listing requirements relating to the composition of audit committees, and shall be 
construed accordingly. 
 
B.  Mission Statement and Principal Functions 
 

The Committee shall have access to all records of the Company, shall perform the following 
functions, and shall have and may exercise such powers as are appropriate to its purpose.  The 
Committee shall: 
 

(1)  Understand the accounting policies used by the Company for financial reporting 
and tax purposes and approve their application; it shall also consider any significant changes 
in accounting policies that are proposed by management or required by regulatory or 
professional authorities. 
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(2)  Review the Company's audited financial statements and related footnotes and the 
"Management's Discussion and Analysis" portion of the annual report on Form 10-KSB prior 
to the filing of such report, and recommend to the Board of Directors whether such financial 
statements shall be included in the Company's annual report on Form 10-KSB, based upon 
the Committee's review and discussions with the outside auditors. 

 
(3)  Ensure that the outside auditors review the Company's interim financial 

statements before the Company files its quarterly report on Form 10-QSB with the SEC. 
 

(4)  Study the format and timeliness of financial reports presented to the public or 
used internally and, when indicated, recommend changes for appropriate consideration by 
management. 

 
(5)  Meet with the Company's legal counsel to review legal matters that may have a 

significant impact on the Company or its financial reports.  In addition, the Committee is 
authorized to engage independent counsel and other advisors, as it determines necessary to 
carry out its duties under this Charter without prior permission of the Board of Directors or 
management, at the expense of the Company. 

 
(6)  Insure that management has been diligent and prudent in establishing accounting 

provisions for probable losses or doubtful values and in making appropriate disclosures of 
significant financial conditions or events. 

 
(7)  Review press releases submitted by management in connection with the release 

of quarterly, annual, or special financial statements and recommend to the Chairman of the 
Board any changes that appear necessary to conform releases with appropriate professional 
practice. 

 
(8)  Review and reassess the adequacy of this Charter annually. 

 
Independent Accountants 
 

(9)  Affirm an understanding with the outside auditors that they are ultimately 
accountable to the Committee and that the Committee has the ultimate authority and 
responsibility to select, evaluate, compensate and, where appropriate, replace the outside 
auditors (or to appoint the outside auditors to be considered for shareholder ratification in 
any proxy statement). 

 
(10)  Ensure that the outside auditors submit to the Committee written disclosures and 

the letter from the auditors required by Independence Standards Board Standard No. 1 
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(Independence Discussions with Audit Committees), and discuss with the auditors the 
auditors' independence. 

 
(11)  Maintain an active dialogue with the outside auditors regarding any disclosed 

relationships or services that could affect the objectivity and independence of the outside 
auditors, and be responsible for taking, or recommending that the Board of Directors take, 
appropriate action to oversee the outside auditors' independence. 

 
(12)  Discuss with the outside auditors the matters required to be discussed by 

Statement on Standards ("SAS") No. 61 (Communication with Audit Committees) and SAS 
No. 90 (Audit Committee Communications). 

(13)  Review  the performance of the outside auditors each year and make a decision 
in respect to their appointment as outside auditor for the next year’s audit. 

 
(14)  With the Chief Financial Officer, review the general scope of the annual outside 

audit, approve the extent and nature of such activity, and agree upon the general level of the 
related fees. 

 
(15)  Consider any significant non-audit assignments given to the outside auditors and 

judge their impact upon the general independence of the outside auditors as they perform the 
annual audit, and specifically approve any permissible non-audit services. 

 
(16)  Maintain independent contact with the senior personnel of the outside auditors 

and communicate freely and openly with them regarding financial developments. 
 
Internal Audit Department 
 

(17)  Cause to be maintained an appropriate internal audit program covering the 
Company and all its subsidiaries by internal auditors who report to the Committee and the 
Board of Directors. 

 
(18)  Review and approve the audit plan and budget of the Internal Audit Department 

which shall report at least annually to the Committee regarding the staffing plans, financial 
budget and audit schedules and the adequacy thereof. 

 
(19)  Act upon management's recommendation in regard to the selection of and/or the 

dismissal of the Director of Internal Audit. 
 

(20)  Review the scope and coordination efforts of the joint internal/external audit 
program with both internal and external auditors. 
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(21)  Review reports of any embezzlement and other reportable incidents related to 
the Company's financial statement or financial reporting and supervise and direct any special 
projects or investigations considered necessary by the Committee. 

 
(22)  Review reports of the internal auditors and reports of financial examinations 

made by regulatory agencies and management's response to them, evaluate the reports in 
regard to control and/or compliance implications and determine whether appropriate 
corrective action has been implemented. 

 
Regulatory Compliance 
 

(23)  Cause to be maintained an appropriate regulatory compliance program covering 
the Company and its subsidiaries to aid compliance with the laws and regulations applicable 
to financial institutions. 

 
(24)  Review reports of the compliance officer covering the scope and adequacy of 

the compliance program, the degree of compliance and cooperation, and the implementation 
of corrective actions (if necessary or appropriate.) 

 
(25)  Receive reports on First Bank & Trust, S. B.'s (the “Bank”) compliance with 

Section 112 of the Federal Deposit Insurance Corporation Improvement Act and review the 
basis for the reports issued under the rule with management, the Internal Audit Department 
and the Bank's independent public accountant. 

 
Internal Controls and Procedures 
 

(26)  Review periodically the scope and implications of the Company's internal 
financial controls and procedures and consider their adequacy. 

 
(27)  Maintain direct access to the senior Bank staff.  If useful, require that studies be 

initiated on subjects of special interest to the Committee. 
 

(28)  Review the comments on internal control submitted by the outside and internal 
auditors and insure that appropriate suggestions for improvement are promptly considered for 
inclusion into the Company's internal financial procedures. 

 
Procedures for Handling Complaints 
 
  (29)  Establish procedures for the receipt, retention and treatment of complaints 

received by the Company regarding accounting, internal accounting controls or auditing 
matters. 
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  (30)  Establish procedures for the confidential, anonymous submission by employees 

of the Company of concerns regarding questionable accounting or auditing matters. 
 
Special Duties 
 

(31)  If requested by the Chairman of the Board, make special studies of matters 
related to the financial operations of the Company or to allegations of managerial misconduct 
by its executives. 

 
C.  Meetings 
 

Meetings of the Committee will be held annually after completion of the financial audit and 
prior to the filing of the annual report on Form 10-KSB . 
 

Meetings shall also be held at such other times as shall be required by the Chairman of the 
Board or the Committee.  Meetings may be called by the Chairman of the Committee and/or 
management of the Company.  All meetings of the Committee shall be held pursuant to the Bylaws 
of the Company with regard to notice and waiver thereof.  Written minutes pertaining to each 
meeting shall be filed with the Secretary and an oral report shall be presented by the Committee at 
each Board meeting. 
 

At the invitation of the Chairman of the Committee, the meetings shall be attended by the 
Chief Executive Officer, the Chief Financial Officer, the representatives of the independent 
accounting firm, and such other persons whose attendance is appropriate to the matters under 
consideration. 
 
 
 

Adopted by Committee 
as of   , 2003 

 
Approved by Board 
as of   , 2003 


