EAGLE CAPITAL GROWTH FUND, INC.
Audit Committee Charter
Organization and Membership
There shall be a committee of the Board of Directors (the “Board”) of Eagle Capital Growth
Fund, Inc. (the “Fund”) to be known as the Audit Committee. The Audit Committee shall be
comprised of at least three Directors. Audit Committee members shall be independent of the
Fund and free of any relationship that, in the opinion of the Directors, would interfere with their
exercise of independent judgment as an Audit Committee member. In particular, each member
must meet the independence and experience requirements applicable to the Fund of the
applicable national securities exchange, national securities association or other stock market on
which the Fund’s shares of common stock are listed, Section 10A of the Securities Exchange Act
of 1934 (the “Exchange Act”), and the rules and regulations of the Securities and Exchange
Commission (the “Commission”). Each such member of the Audit Committee shall have a basic
understanding of finance and accounting, be able to read and understand fundamental financial
statements, and be financially literate, and at least one such member shall have accounting or
related financial management expertise, in each case as determined by the Directors, exercising
their business judgment (this person may also serve as the Audit Committee’s “financial expert”
as defined by the Commission). The Board shall appoint the members and the Chairman of the
Audit Committee. The Audit Committee shall meet periodically but in any event no less
frequently than on a semi-annual basis. Except for the Fund, Audit Committee members shall not
serve simultaneously on the audit committees of more than two other public companies.
Statement of Policy, Purpose and Processes
The Audit Committee shall assist the Board in oversight and monitoring of (1) the accounting
and reporting policies, processes and practices, and the audits of the financial statements of the
Fund; (2) the quality and integrity of the financial statements of the Fund; (3) the Fund’s
compliance with legal and regulatory requirements, and (4) the independent auditors’
qualifications, performance and independence. In doing so, the Audit Committee shall seek to
maintain free and open means of communication among the Directors, the independent auditors,
any internal auditors and the management of the Fund. The Audit Committee shall meet
periodically but in any event no less frequently than once per year with Fund management, any
internal auditors, and/or the Fund’s independent auditors, in executive sessions. The Audit
Committee shall prepare reports of the Audit Committee as required by the Commission to be
included in the Fund’s annual proxy statements or otherwise.
The Audit Committee shall have the authority and resources in its discretion to retain special
legal, accounting or other consultants to advise the Audit Committee and to otherwise discharge
its responsibilities, including appropriate funding as determined by the Audit Committee for
compensation to independent auditors engaged for the purpose of preparing or issuing an audit
report or performing other audit, review or attest services for the Fund, compensation to advisers
employed by the Audit Committee, and ordinary administrative expenses of the Audit
Committee that are necessary or appropriate in carrying out its duties, as determined in its
discretion. The Audit Committee may request any officer or employee of the Fund or its

affiliates or the Fund’s independent auditors or outside counsel to attend a meeting of the Audit
Committee or to meet with any members of, or consultants to, the Audit Committee. The Fund’s
independent auditors and any internal auditors shall have unrestricted accessibility at any time to
Committee members.
Responsibilities
Fund management has the primary responsibility to establish and maintain systems for
accounting, reporting, disclosure and internal control.
The independent auditors have the primary responsibility to plan and implement an audit, with
proper consideration given to accounting, reporting and internal controls. Each independent
auditor engaged for the purpose of preparing or issuing an audit report or performing other audit,
review or attest services for the Fund shall report directly to the Audit Committee. The
independent auditors are ultimately accountable to the Board and the Audit Committee. It is the
ultimate responsibility of the Audit Committee to select, appoint, retain, evaluate, oversee and
replace any independent auditors and to determine their compensation, subject to ratification of
the Board or shareholders, if required.
The Audit Committee is responsible for the following:
With respect to Fund financial statements:
1.

Reviewing and discussing the annual audited financial statements and semi-annual
financial statements with Fund management and the independent auditors including
major issues regarding accounting and auditing principles and practices.

2.

Requiring the independent auditors to deliver to the Chairman of the Audit Committee a
timely report on any issues relating to the significant accounting policies, management
judgments and accounting estimates or other matters that would need to be
communicated under Statement on Auditing Standards (SAS) No. 90, Audit Committee
Communications (which amended SAS No. 61, Communication with Audit Committees),
that arise during the auditors’ review of the Fund’s financial statements, which
information the Chairman shall further communicate to the other members of the Audit
Committee, as deemed necessary or appropriate in the Chairman’s judgment.

3.

As applicable, discussing with management the Fund’s press releases regarding financial
results and dividends. This discussion may be done generally, consisting of discussing the
types of information to be disclosed and the types of presentations to be made. The
Chairman of the Audit Committee shall be authorized to have these discussions with
management on behalf of the Audit Committee.

4.

Discussing with management and the independent auditors (a) significant financial
reporting issues and judgments made in connection with the preparation and presentation
of the Fund’s financial statements, including any significant changes in the Fund’s
selection or application of accounting principles and any major issues as to the adequacy
of the Fund’s internal controls and any special audit steps adopted in light of material
control deficiencies; and (b) analyses prepared by Fund management and/or the
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independent auditor setting forth significant financial reporting issues and judgments
made in connection with the preparation of the financial statements, including analyses of
the effects of alternative GAAP methods on the financial statements.
5.

Discussing with management and the independent auditors the effect of regulatory and
accounting initiatives on the Fund’s financial statements.

6.

Reviewing and discussing reports, both written and oral, from the independent auditors
and/or Fund management regarding (a) all critical accounting policies and practices to be
used; (b) all alternative treatments of financial information within generally accepted
accounting principles that have been discussed with management, ramifications of the use
of such alternative treatments and disclosures, and the treatment preferred by the
independent auditors; and (c) other material written communications between the
independent auditors and management, such as any management letter or schedule of
unadjusted differences.

7.

Discussing with Fund management the Fund’s major financial risk exposures and the
steps management has taken to monitor and control these exposures.

8.

Reviewing disclosures made to the Audit Committee by the Fund’s principal executive
officer and principal financial officer during their certification process for the Fund’s
periodic reports 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 Fund’s internal controls.
With respect to the independent auditors:

1.

Selecting, appointing, retaining or replacing the independent auditors, subject, if
applicable, only to Board and shareholder ratification; and compensating, evaluating and
overseeing the work of the independent auditor (including the resolution of
disagreements between Fund management and the independent auditor regarding
financial reporting).

2.

Meeting with the independent auditors and Fund management to review the scope, fees,
audit plans and staffing for the audit, for the current year. At the conclusion of the audit,
reviewing such audit results, including the independent auditors’ evaluation of the Fund’s
financial and internal controls, any comments or recommendations of the independent
auditors, any audit problems or difficulties and management’s response, including any
restrictions on the scope of the independent auditor’s activities or on access to requested
information, any significant disagreements with management, any accounting
adjustments noted or proposed by the auditor but not made by the Fund, any
communications between the audit team and the audit firm’s national office regarding
auditing or accounting issues presented by the engagement, any significant changes
required from the originally planned audit programs and any adjustments to the financial
statements recommended by the auditors.

3.

Pre-approving all audit services and permitted non-audit services, and the terms thereof,
to be performed for the Fund by its independent auditors, and pre-approving all permitted
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non-audit services of the Fund’s investment adviser and its affiliates which provide
ongoing services to the Fund if such services relate directly to the operations and
financial reporting of the Fund, subject to the de minimis exceptions to audit committee
approval for non-audit services described in 17 CFR 210.2-01(c)(7)(i) and (ii). The Audit
Committee may adopt pre-approval “policies and procedures” as such term is used in 17
CFR 210.2-01(c)(7)(i)(B) and (ii). The Chairman of the Audit Committee shall be
authorized to give pre-approvals of such non-audit services on behalf of the Audit
Committee.
4.

Obtaining and reviewing a report or reports from the independent auditors at least
annually (including a formal written statement delineating all relationships between the
auditors and the Fund consistent with Independent Standards Board Standard 1, as may
be amended, restated, modified or replaced) regarding (a) the independent auditors’
internal quality-control procedures; (b) 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; (c) any steps taken to
deal with any such issues; and (d) all relationships between the independent auditor and
the Fund and their affiliates, in order to assist the Audit Committee in assessing the
auditors’ independence. After reviewing the foregoing report[s] and the independent
auditors’ work throughout the year, the Audit Committee shall be responsible for
evaluating the qualifications, performance and independence of the independent auditors
and their compliance with all applicable requirements for independence and peer review,
and a review and evaluation of the lead partner, taking into account the opinions of Fund
management and any internal auditors, and discussing such reports with the independent
auditors. The Audit Committee shall present its conclusions with respect to the
independent auditors to the Board.

5.

Reviewing any reports from the independent auditors mandated by Section 10A(b) of the
Exchange Act regarding any illegal act detected by the independent auditor (whether or
not perceived to have a material effect on the Fund’s financial statements) and obtaining
from the independent auditors any information about illegal acts in accordance with
Section 10A(b).

6.

Ensuring the rotation of the lead (or coordinating) audit partner having primary
responsibility for the audit and the audit partner responsible for reviewing the audit as
required by law, and further considering the rotation of the independent auditor firm
itself.

7.

Establishing and recommending to the Board for ratification, policies for the Fund’s,
Fund management’s or the Fund adviser’s hiring of employees or former employees of
the independent auditor who participated in the audits of the Fund.

8.

Taking, or recommending that the Board take, appropriate action to oversee the
independence of the outside auditor.
With respect to any internal auditor:
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1.

Reviewing the proposed programs of any internal auditor for the coming year. It is not
the obligation or responsibility of the Audit Committee to confirm the independence of
any internal auditors performing services relating to the Fund or to approve any
termination or replacement of the manager of internal audit.

2.

Receiving a summary of findings from any completed internal audits pertaining to the
Fund and a progress report on any proposed internal audit plan for the Fund, with
explanations for significant deviations from the original plan.

Other responsibilities:
1.

Reviewing with counsel to the Fund, legal matters that may have a material impact on the
Fund’s financial statements or compliance policies.

2.

Receiving and reviewing periodic or special reports issued on, irregularities and control
failures related to the Fund.

3.

Reviewing with the independent auditors, with any internal auditor and with Fund
management, the adequacy and effectiveness of the accounting and financial controls of
the Fund, and eliciting any recommendations for the improvement of internal control
procedures or particular areas where new or more detailed controls or procedures are
desirable. Particular emphasis should be given to the adequacy of such internal controls
to expose payments, transactions or procedures that might be deemed illegal or otherwise
improper.

4.

Reviewing the reports of examinations by regulatory authorities as they relate to financial
statement matters.

5.

Discussing with management and the independent auditor any correspondence with
regulators or governmental agencies that raises material issues regarding the Fund’s
financial statements or accounting policies.

6.

Obtaining reports from management with respect to the Fund’s policies and procedures
regarding compliance with applicable laws and regulations.

7.

Reporting regularly to the Board on the results of the activities of the Audit Committee,
including any issues that arise with respect to the quality or integrity of the Fund’s
financial statements, the Fund’s compliance with legal or regulatory requirements, the
performance and independence of the Fund’s independent auditors, or the performance of
any internal audit function.

8.

Performing any special reviews, investigations or oversight responsibilities requested by
the Board.

9.

Reviewing and reassessing annually the adequacy of this charter and recommending to
the Board approval of any proposed changes deemed necessary or advisable by the Audit
Committee.
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10.

Undertaking an annual review of the performance of the Audit Committee.

11.

Establishing procedures for the receipt, retention and treatment of complaints received by
the Fund regarding accounting, internal accounting controls or auditing matters, and the
confidential, anonymous submission of concerns regarding questionable accounting or
auditing matters by employees of Fund management, the investment adviser,
administrator, principal underwriter, or any other provider of accounting related services
for the Fund, as well as employees of the Fund.

12.

The Fund’s Amended and Restated Code of Ethics (“Code of Ethics”) generally governs
the expected standard of conduct for Fund directors, officers, employees, affiliates and
other representatives, and deals with, among other things, actual or potential conflicts of
interest and certain related party transactions. If any issue with respect to a proposed
related party transaction arises, the Audit Committee shall determine the facts, and shall
recommend appropriate action to the full Board for action.

Although the Audit Committee shall have the authority and responsibilities set forth in this
Charter, it is not the responsibility of the Audit Committee to plan or conduct audits or to
determine that the Fund’s financial statements are complete and accurate and are in accordance
with generally accepted accounting principles. That is the responsibility of management and the
independent auditors. Nor is it the duty of the Audit Committee to conduct investigations, to
resolve disagreements, if any, between management and the independent auditors or to ensure
compliance with laws and regulations.
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