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PAXOS SECURITIES SETTLEMENT COMPANY, LLC 
AUDIT COMMITTEE CHARTER 

 

I. Mission 
 
The Audit Committee (“Committee”) is a standing committee of the Board of Directors 
(“Board”) of Paxos Securities Settlement Company, LLC (“Company”). The purpose of the 
Committee is to assist the Board in its oversight of the Company’s operations and to 
supervise the Company’s internal and external audit functions. The Committee is also 
responsible for reviewing the qualifications of and engaging the Company’s Independent 
Auditor (as defined below). 
 
In discharging its responsibilities, the Committee’s role is one of oversight, and the 
Committee is not itself responsible for planning or conducting audits or for any determination 
that the Company’s financial statements are complete and accurate or in accordance with 
generally accepted accounting principles. This is the responsibility of the Board and its 
independent auditors. In carrying out Committee functions, the Committee must maintain 
free and open communication with the Company’s Independent Auditor (as defined below), 
the Company’s internal auditor (“Internal Auditor”), and the Company’s executive 
management. 

 
II. Membership 
 

A.  Composition. The Committee will be composed solely of directors of the Board, 
not fewer than three (3) in number including the chair of the Committee (“Chair”). 
Committee members will be appointed as provided in the Bylaws. The 
Committee will consist of at least one (1) Participant Director (on and after the 
date that Participant Directors commence Board service as prescribed in the 
Bylaws), Public Director and Member Director as those terms are defined in the 
Bylaws. This ensures that at least one (1) of each type of director will participate 
in the duties and responsibilities of the Committee. A majority of the Committee 
members will be Independent Directors as that term is defined in the Bylaws. 
Each member must have a basic understanding of financial controls and financial 
statements. At least one (1) member must have past employment experience or 
other equivalent expertise in finance or accounting, and experience in preparing 
and evaluating financial statements with a level of complexity comparable to the 
Company’s financial statements. Committee members will be independent of 
management and free from any relationship that would interfere with the exercise 
of independent judgment in carrying out the responsibilities of the Committee. In 
the event of a vacancy on the Committee, the Committee will continue to 

Exhibit E.6.



 
 
 

 

 
2  

undertake its responsibilities, so long as the remaining Committee members are 
capable of satisfying the quorum requirement. 

 
The Company’s Governance, Nominating and Policy Committee (“Governance 
Committee”) will assess the qualifications of the Committee members and 
nominees, and will recommend to the Board membership for the Committee 
based on such assessment. The Board, based on the recommendation of the 
Governance Committee, will appoint the members of the Committee and will 
designate a Chair. Membership on the Committee will be reviewed each year by 
the Governance Committee and approved by the Board, and the Board may 
replace or remove members of the Committee at any time in the Board’s sole 
discretion, subject to the membership requirements set forth herein. 

   
B.   Committee Chair. The Chair will be a Public Director selected by the Board, upon 

nomination by the Governance Committee, and will serve at the pleasure of, the 
Board.  In the absence of the Chair at any meeting of the Committee, those 
members of the Committee present will designate a Committee member to serve 
as the acting Chair (“Acting Chair”).    

 
III. Organization 
 

A. Meetings. The Committee will meet at least three (3) times per year, in person or 
telephonically, as determined by the Committee in conjunction with regular 
meetings of the Board and at such other times as determined by the Committee 
or the Chair. Members of the Committee may participate in meetings by means 
of a conference telephone call or other means of communication that allows all 
participants in the meeting to hear each other. The Chair, or the Chair’s designee, 
will preside at all meetings of the Committee and will set the agenda. The Chair 
may ask members of management or other guests, including but not limited to the 
Company’s Independent Auditor or outside counsel, to attend meetings and 
provide pertinent information.   

 
The Committee may call executive sessions from which officers or employees 
may be excluded. Individual Committee members also may be excluded from 
executive sessions or portions thereof at which the discussion involves a matter 
as to which that member has an actual or potential conflict of interest. The Chair 
or Acting Chair, as applicable, will serve as chair of the executive session.   
 
In addition to the discussions and meetings described above, the Committee will 
meet periodically, but in no case less than once each calendar year, with the 
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Internal Auditor, the Company’s external, independent registered public 
accounting firm (“Independent Auditor”) and executive management in separate 
executive sessions to discuss any matters that the Committee or these persons 
believe should be discussed. Such sessions will generally be held in conjunction 
with regularly scheduled meetings of the Committee. Between meetings of the 
Committee, the Company’s Internal Auditor,  Chief Compliance Officer and the 
Chief Financial Officer are authorized to communicate directly with the Chair 
with respect to any of the responsibilities of the Committee. 

 
B. Minutes and Reports. The Committee will maintain minutes of each meeting. The 

minutes for each Committee meeting will be circulated in draft form to all 
Committee members to ensure an accurate final record, will be approved at a 
subsequent meeting of the Committee, and will be distributed periodically to the 
full Board. 

 
C. Quorum. A majority of the Committee members will constitute a quorum for the 

transaction of business.  
 
IV. Authority 

 
The Committee will have the authority to retain advisers when it deems appropriate, 
including approval of fees and terms of retention, without the prior permission of 
management, and will be provided the necessary resources for such purposes. 

 
Except as inconsistent with the objectivity and purposes of the Committee, the Committee 
may solicit input from any members of the Board, management or employees of the 
Company and may request that any officer or other employee of the Company or the 
Company’s Independent Auditor, outside counsel or any other person, meet with any 
members of, or advisers to, the Committee. The Committee will have full access to all 
books, records, facilities and personnel of the Company, as it deems necessary or 
appropriate to carry out the responsibilities described herein. 

 
V. Duties and Responsibilities 

 
The Committee’s role is to oversee, on behalf of the Board, internal and external audit 
processes, financial reporting and disclosure controls and procedures, as such may relate to 
the Company, including approving major changes in auditing and accounting principles and 
practices. As the Committee’s role is one of oversight, it is recognized that management is 
responsible for preparing the Company’s financial statements and for establishing and 
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maintaining internal controls. Consequently, in carrying out its oversight responsibilities, 
the Committee is not providing any expert or special assurance as to the Company’s financial 
statements or any certification as to the work of any auditor.  

 
The following responsibilities are set forth to guide the Committee in fulfilling its purpose; 
the Committee may undertake other and different activities as appropriate for that purpose, 
or as may be delegated to it by the Board. 

 
A. Engagement, Oversight and Evaluation of Independent Auditor. The Independent 

Auditor will be accountable to the Board and Committee, as representatives of 
the Company’s sole member, and will report directly to the Board and Committee. 
The Committee will review, oversee, evaluate and, where appropriate exercise 
final approval on the appointment or discharge of the Independent Auditor, and 
will report to the Board regarding these matters. 

 
The Committee will: 
 

(i) Monitor and evaluate the Independent Auditor’s qualifications, 
performance and independence and based upon such evaluations approve 
the appointment or dismissal of the Independent Auditor.  

 
(ii) Review and discuss with the Independent Auditor any disclosed 

relationships or services, or any other factors, that may impact the 
objectivity and independence of the Independent Auditor, and recommend 
to the Board that it take appropriate action to satisfy itself of the 
independence of the Independent Auditor. 

 
(iii) Review and discuss, at least annually, with management, the annual plan, 

scope of work and coverage of the audit conducted by the Independent 
Auditor. The Committee shall also receive updates on significant changes 
to the scope of the plan and coverage and status of the plan during the year. 

 
(iv) At least once in a calendar year, obtain and review reports prepared by the 

Independent Auditor describing: the Independent Auditor’s internal 
quality-control procedures; any material issues raised by the most recent 
internal quality-control review or peer review, or by any inquiry or 
investigation conducted by governmental or professional authorities during 
the preceding five (5) years with respect to independent audits carried out 
by the Independent Auditor and any steps taken to deal with any such 
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issues; and all relationships between the Independent Auditor and the 
Company that could be thought to bear on the Independent Auditor’s 
independence, as well as the Independent Auditor’s independence status 
within the meaning of the Securities Act of 1933 and the rules promulgated 
thereunder, as administered by the Securities and Exchange Commission. 
These reports are to be used to evaluate the Independent Auditor’s 
qualifications, performance, and independence. 

 
(v) Be authorized to oversee the timing and process for implementing a rotation 

of the engagement partner of the Independent Auditor as well as any other 
active audit engagement team partner and consider whether there should be 
a regular rotation of the Independent Auditor itself. 

 
(vi) Approve all fees and terms of engagement of the Independent Auditor, and 

pre-approve, or adopt appropriate procedures to pre-approve, all audit and 
non-audit services to be provided by the Independent Auditor.  

 
B. Oversight of the Internal Audit Function. The Internal Auditor shall be 

accountable to the Board and Committee and shall report administratively to the 
Company’s Chief Operating Officer. The Committee shall review, oversee, 
evaluate and, where appropriate, exercise final approval on the appointment or 
discharge of the Internal Auditor, and shall report to the Board regarding these 
matters. 

 
The Committee will: 

 
(i) Oversee the integrity of the Company’s financial statements, the 

Company’s compliance with legal and regulatory requirements, and the 
performance of the Company’s internal audit function. 

 
(ii) Review and discuss, at least annually, with management, the annual plan, 

scope of work and coverage of the internal audit, including the risk-based 
approach to development of the plan, the procedures to be followed and 
special areas to be investigated. The Committee shall also receive updates 
on significant changes to the scope of the plan and coverage and status of 
the plan during the year. 

 
(iii) The Committee shall review the qualifications, performance and costs of 

the Internal Auditor, including the qualifications of the specific personnel 
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assigned to the internal audit, the structure, staffing, budget and resources 
of the Company’s audit function, and any internal audit functions that are 
outsourced to, or co-sourced with, a third party.  

 
(iv) Review the significant reports to management, or summaries thereof, 

prepared by the Internal Auditor, management’s response and the status 
of associated remediation plans. 

 
(v) Discuss, as appropriate, the adequacy of the Company’s internal controls 

with the Internal Auditor, Independent Auditor and management, 
including, without limitation, reports regarding (a) significant deficiencies 
and material weaknesses in the design or operation of internal controls 
that could adversely affect the Company’s ability to record, process, 
summarize and report financial data; and (b) any fraud, whether or not 
material, that involves management or other employees who have a 
significant role in the Company’s internal controls.  

 
(vi) Conduct an annual review of the Company’s financial condition and 

review of the Company’s investment, loan and control policies. 
 

(vii) Receive periodic presentations from management, the Internal Auditor 
and the Independent Auditor on: 

 
(a) the identification and resolution status of material weaknesses in 

the internal control environment and any significant deficiencies in 
the design or operation of internal controls that could adversely 
affect the Company’s ability to record, process, summarize and 
report financial data; and 

 
(b) any fraud, whether or not material, that involves management or 

other employees who have a significant role in the Company’s 
internal controls. 

 
(viii) Approve material changes in accounting principles and practices. 

 
(ix) Establish and oversee procedures for the receipt, retention and treatment 

of complaints received by the Company regarding accounting, internal 
accounting controls or auditing matters, and for the confidential, 
anonymous submission by Company employees of concerns regarding 
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questionable accounting or auditing matters.  The Committee will review 
such procedures annually. 

 
(x) Review periodically, but in no case less than annually, with the 

Company’s general counsel or appropriate delegates or other officers of 
the Company, significant legal cases outstanding against the Company or 
its subsidiaries and other regulatory or legal matters that may have a 
material impact on the Company’s financial statements. 

 
C. Financial Statement and Disclosure Matters.  The Committee will: 

 
(i) Oversee the integrity of the Company’s financial statements. 

 
(ii) Review and discuss at least annually with the Board any issues that arise 

with respect to the quality or integrity of the Company’s financial 
statements, the Company’s compliance with legal or regulatory 
requirements, the performance and independence of the Independent 
Auditor, or the performance of the Internal Auditor. 

 
(iii) Review and discuss with management, the Independent Auditor and the 

Internal Auditor, the annual audited and unaudited financial statements, 
and quarterly financial statements, including the annual report prepared in 
conformity with GAAP, as specified in 3 NYCRR § 24.1 (Annual 
reports). 

 
(iv) Review and investigate any reports and formal written statements issued 

by the Independent Auditor and the basis thereof. 
 

(v) Review with the Independent Auditor any problems, difficulties or 
complaints received by the Company regarding accounting, internal 
accounting controls or auditing matters and the Company’s response 
thereto. 

 
(vi) Resolve any disagreements between the Independent Auditor and 

management regarding financial reporting. 
 

(vii) Review summaries of significant issues in management letters addressed 
to subsidiaries of the Company. 
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(viii) Review and discuss with management, the Independent Auditor and the 
Internal Auditor, and receive a timely report from the Independent Auditor 
with respect to: 

 
(a) Any significant accounting, income tax, financial, reporting 

policies, issues or judgments made in connection with the 
preparation, or audit, of the Company’s financial statements and 
other financial or informational reports, any major issues regarding 
or significant changes in the Company’s selection or application of 
accounting principles, the development, selection and disclosure of 
critical accounting estimates or judgments (including reserves), and, 
as appropriate, analysis of the effect of any alternative assumptions, 
estimates or GAAP methods on the financial statements, and the 
effect of regulatory examinations or any regulatory and accounting 
initiatives, as well as off-balance sheet structures, on the financial 
statements. 

 
(b) Any material communications between the Independent Auditor and 

management, such as any “management letter” or schedule of 
unadjusted differences. 

 
(ix) Review internal accounting control reports (management letters) 

submitted by the Independent Auditor which relate to the Company. 
 

D. Other Matters. The Committee will undertake an annual self-assessment of the 
Committee’s performance and provide results of such assessment to the 
Governance Committee for review. 

 
The Committee may initiate any inquiries and oversee investigations into the affairs of the 
Company not expressly described herein, as it deems necessary or appropriate to carry out 
the responsibilities described in this charter (“Charter”).  
 
The Committee will have the authority to retain outside independent legal counsel, 
accountants or other advisors, when deemed necessary, including authority with respect to 
approval of fees and terms of retention, without the prior permission from the Board or 
management, and will be provided the necessary resources for such purposes. 
 
The Committee may delegate any of its responsibilities to a subcommittee comprised of one 
or more of its members, as appropriate, and will also carry out such other duties that may be 
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delegated to it by the Board from time to time. 

 
VI. Charter Review 

 
The Committee will review, at least annually, this Charter and recommend any proposed 
changes to the Board for approval. 




