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PLATO Learning, Inc.
Audit Committee Charter

Purpose

The Audit Committee (the “Committee”) is a standing committee of the Board of Directors (the
“Board”) of PLATO Learning, Inc. (the “Company”) and shall report regularly to the Board. The
Committee is organized pursuant to Section 3.13 of Article Ill of the By-laws of the Company, to
assist the Board in fulfilling its oversight responsibilities to the Company’s stockholders, potential
stockholders, the investment community and other constituents. Its purpose shall include monitoring
and overseeing the accounting and financial reporting practices, processes and audits of the Company
and the quality and integrity of the Company’s financial statements including review of financial
statements and other financial information provided by the Company to the stockholders and the
Securities and Exchange Commission (SEC); the Company’s internal control structure; the Company’s
internal and external audit processes; compliance with legal and regulatory requirements and any other
matters relating to the Company’s accounting and financial reporting processes. The Committee is
responsible for the appointment, compensation, retention and oversight of the Company’s independent
auditors, including their independence and qualification. The Company’s independent auditors shall
report directly to the Committee.

The Committee shall review and approve all reports concerning this Charter and the activities of the
Committee required by regulations of the SEC and any other applicable securities exchange as in
effect. Management and the Company’s SEC counsel shall be responsible for monitoring changes in
regulations and reporting, making the Committee aware of such changes and recommending to the
Committee any actions they deem appropriate. In discharging its oversight role, the Committee is
empowered to investigate any matter brought to its attention. The Company shall provide funding
required by the Committee to discharge its responsibilities, including the payment of fees and expenses
of the Company’s independent auditors and fees and expenses of other advisors and consultants
retained pursuant to this Charter.

Organization

The Committee is comprised of at least three (3) directors, as determined by the Board, each of whom
shall be an “Independent Director” (as defined in Exhibit A of the Company’s Corporate Governance
Guidelines). In addition, all members of the Committee shall have additional independence standards
applicable to them, including a working familiarity with basic finance and accounting practices, and at
least one member of the Committee shall have accounting or related financial management expertise
sufficient to qualify as a “financial expert,” (as defined in Exhibit A of the Company’s Corporate
Governance Guidelines). In addition to the Committee members, the Company’s Chief Executive
Officer and/or Chief Financial Officer will function as Management Representative, and will attend
meetings, if and when requested by the Committee.

The Committee members and its chairman will be recommended by the Nominating & Governance
Committee of the Board and will be appointed by the Board. The Board may fill vacancies on the
Committee and may remove a Committee member from the membership of the Committee at any time
with or without cause.
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The Committee shall have authority to retain independent counsel and other advisors of its selection as
it determines necessary to carry out its duties, including to advise it with respect to the Company’s
financial and accounting policies brought to its attention, and the Committee shall have full access to
all books, records, facilities and personnel of the Company.

The Committee members will be indemnified by the Company to the maximum extent provided under
Delaware law.

Meetings

The Committee shall meet at least four (4) times annually, or more frequently as circumstances dictate.

A majority of the members of the Committee shall constitute a quorum for any meeting, however, for
purposes of the quarterly financial statement review activities, only the Chairperson of the Committee
IS required to participate. Any action of a majority of the members of the Committee present at any
meeting at which a quorum is present, or any action of the Committee concerning which all of the
Committee members have executed a written consent which is filed with the Corporate Secretary, shall
be an action of the Committee.

The Committee, at its sole discretion, may meet with or without Company management and/or
representatives of the Company’s independent auditors.

Powers and Responsibilities

The powers and responsibilities of the Committee are set forth below. These are in addition to the
powers and responsibilities that the members of the Committee may have as directors of the Company
or as members of other committees of the Board.

The Company’s management and independent auditor are responsible for the planning and conduct of
the audit of the Company’s financial statements and determining that the financial statements are
complete, accurate and prepared in accordance with Generally Accepted Accounting Principles
(GAAP); this is not the responsibility of the Committee.

Relationship with the Company’s Independent Auditor

1. In consultation with management, appoint or discharge the Company’s independent auditors, based
upon the Committee’s judgment of the independence of the auditors (taking into account the fees
charged both for audit and non-audit services) and the quality of its audit work. If the auditors
must be replaced, the Committee shall appoint new auditors. In some cases, such retention or
termination is subject to stockholder ratification.

2. Each year, the Committee shall pre-approve fee levels or budgeted amounts for all audit, audit-
related, tax services and other non-prohibited, non-audit services to be provided by the independent
auditor. Any services not included in the annual pre-approved services must be specifically
approved by the Committee or its designee. See Appendix | for additional information.
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3.

Evaluate the qualifications, performance and independence of the independent auditor, including
considering whether the auditor’s quality controls are adequate and the provision of permitted non-
audit services is compatible with maintaining the auditor’s independence.

Review a report by the independent auditor describing the independent auditor’s internal quality-
control procedures, any material issues raised by the most recent internal quality control or peer
review of the independent auditor, 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 independent auditor, and any steps taken to deal with any such issues, and all
relationships between the independent auditor and the Company which may relate to the auditor’s
independence. This review should be conducted at least annually and shall only be conducted if
such report is available from the Company’s independent auditors.

Review with the independent auditor any communications between the Company’s audit team and
the audit firm’s national office regarding auditing or accounting issues presented by the
engagement, including matters of audit quality and consistency.

Evaluate the lead audit partner of the independent auditor on the engagement, and ensure that the
lead partner is rotated at least every five years.

Audit Oversight

7.

10.
11.

12.

Review with the independent auditors the scope and plan of their audit. Annually inquire of
management and the independent auditor about the significant risks or exposures and assess the
steps management has taken to minimize such risks to the Company.

Meet with the independent auditors at appropriate times to review, among other things, the results
of the audit and any certification, report, or opinion that the auditors propose to render in
connection with the Company’s financial statements. The review should cover key issues that the
auditors considered during their work, which led to their expression of an opinion on the financial
statements of the company.

Meet with the independent auditors, without management present, to discuss any items of
significance, and to ensure that the independent auditors have unrestricted access to the Audit
Committee.

Obtain from the independent auditor assurance of compliance with independence requirements.

Review with the independent auditor the matters required to be discussed by Statement on Auditing
Standards No. 61-Communications with Audit Committees relating to the conduct of the audit.

Review with the independent auditor any problems or difficulties the auditor may have
encountered and any management or internal control letter provided by the auditor and the
Company’s response to such letter. Such review should include any changes in the planned scope
of the audit, any accounting adjustments that were noted or proposed by the independent auditor
but that were not recorded by management, and any difficulties encountered in the course of the
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audit work, including any restrictions on the scope of activities or access to required information
and any disagreements with management and the resolution of such disagreements.

13. Resolve any disagreements between management and the independent auditor regarding financial
reporting.

Review of Periodic Statements and Disclosures

14. At the completion of the annual audit: a) review the Company’s annual report on Form 10-K,
including the Management’s Discussion and Analysis of Financial Condition and Results of
Operations, prior to filing with the SEC, b) the independent auditors’ report; ¢) any significant
changes to the independent auditors’ audit plans, and d) any serious difficulties or disputes with
management encountered during the course of the audit.

15. Following each quarter end, review the Company’s earnings press release, including the underlying
financial information, and the quarterly report on Form 10-Q, including Management’s Discussion
and Analysis of Financial Condition and Results of Operations, prior to filing with the SEC.

16. Review analyses prepared by management and the independent auditor of significant accounting
and financial reporting issues and judgments made in connection with the preparation of the
Company’s financial statements, including an analysis of any significant changes in the Company’s
selection or application of accounting principles, all critical accounting policies and practices used,
off-balance sheet financial structures, and the effect of alternative GAAP methods on the
Company’s financial statements, and of non-GAAP financial information, including the use of “pro
forma” or “adjusted” financial data included in financial reporting.

17. Review matters that have come to the attention of the Committee through reports of management,
legal counsel and others, that relate to the status of compliance and anticipated future compliance
with laws, regulations, internal policies and controls, and that may be expected to be material to the
Company’s financial statements.

18. Review with management and the independent auditor the potential effect of regulatory and
accounting initiatives on the Company’s financial statements.

19. Review with management and the independent auditor any correspondence with regulators or
governmental agencies and any employee complaints or published reports which raise material
issues regarding the Company’s financial statements or accounting policies.

Review of Controls

20. Direct the auditors to inquire into and report to it with respect to any of the Company’s contracts,
transactions or procedures, or the conduct of the Corporate Office, or any other unit, or any other
matter having to do with the Company’s business and affairs. If authorized by the Board, the
Committee may initiate special investigations in these regards.

21. Review with management and the independent auditors, the adequacy and effectiveness of the
internal accounting and financial controls of the Company, and elicit any recommendation for the
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22,

23.

24,

improvement of such control procedures. The Committee should periodically review the
Company’s policy statements to determine their adherence to the code of conduct and/or conflict of
interest statement.

Review management’s certification of disclosure controls and procedures and internal controls for
financial reporting.

Set hiring policies for employees or former employees of the independent auditor and their family
members. See Appendix I for a definition of “Family Member.”

Review policies with respect to insurance programs and other risk management activities as
deemed necessary by the Committee and review with management the steps taken to monitor and
control such exposures.

Ongoing Policies

25.

26.

Establish procedures for the confidential receipt, retention and treatment of complaints received by
the Company regarding accounting, internal accounting controls or auditing matters, if and when
required by law. Such procedures shall include guidelines for a “whistle-blowing” policy for the
Company that would establish procedures to facilitate the reporting of information by an employee
who observes or becomes aware of unlawful workplace conduct or conduct that may be harmful to
the Company and provide protection to an employee who reports such information.

Review reports from management, and the independent auditor that the Company is in compliance
with applicable legal requirements and the Company’s Code of Ethics. Advise the Board with
respect to the Company’s policies and procedures regarding compliance with applicable laws and
regulations and the Company’s Code of Ethics.

Audit Committee Activities

27.

28.

29.

30.

Submit the minutes of all meetings of the Committee to the Board, or discuss the matters discussed
at each Committee meeting with the Board.

Conduct an annual performance evaluation of the Committee as part of the annual performance
evaluation conducted by the entire Board of Directors.

Review and update this Charter periodically, at least annually, as conditions dictate.

The Committee has such other duties as may be lawfully delegated to it from time to time by the
Board.
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Pre-Approval Policy

The purpose of this Policy is to set forth the procedures by which the Audit Committee of the Board of
Directors of PLATO Learning (the Company) intends to fulfill its responsibilities to pre-approve
services to be rendered to the Company by its independent auditor. Except as otherwise provided
herein, this Policy does not delegate to management the Committee's responsibilities to pre-approve
such services.

As provided in applicable law, and the Committee’s Charter, the Committee may delegate its pre-
approval authority to one or more of its members. Any non-audit services approved pursuant to this
delegation shall be reported to the Committee for informational purposes only at the next regularly
scheduled meeting to occur after such approval.

Permitted Services. The services permitted to be provided to the Company by its” independent auditor
shall be classified into one of the following four categories:

Audit Services. Audit services include the annual financial statement audit (including required
quarterly reviews), subsidiary audits and other procedures required to be performed by the independent
auditor to be able to form an opinion on the Company's consolidated financial statements. These other
procedures include information systems and procedural reviews and testing performed in order to
understand and place reliance on the systems of internal control, and consultations relating to the audit
or quarterly review. Audit services also include the attestation engagement for the independent
auditor's report on management's report on internal controls for financial reporting, statutory audits or
financial audits for subsidiaries or affiliates of the Company and services associated with SEC
registration statements, periodic reports and other documents filed with the SEC or other documents
issued in connection with securities offerings.

Audit-related Services. Audit-related services are assurance and related services that are reasonably
related to the performance of the audit or review of the Company's financial statements or that are
traditionally performed by the independent auditor. Audit-related services include, among others, due
diligence services pertaining to potential business acquisitions/dispositions; accounting consultations
related to accounting, financial reporting or disclosure matters not classified as "Audit services";
assistance with understanding and implementing new accounting and financial reporting guidance
from rulemaking authorities; financial audits of employee benefit plans; agreed-upon or expanded
audit procedures related to accounting and/or billing records required to respond to or comply with
financial, accounting or regulatory reporting matters; and assistance with internal control reporting
requirements.
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Tax Services. Tax services include tax compliance, tax planning and tax advice. The Committee will
not permit the retention of the independent auditor in connection with a transaction initially
recommended by the independent auditor, the sole business purpose of which may be tax avoidance
and the tax treatment of which may not be supported in the Internal Revenue Code and related
regulations. The Committee will consult with the Director of Tax or outside counsel to determine that
the tax planning and reporting positions are consistent with this policy.

All Other Services. All other services that are routine and are not (i) prohibited by applicable law and
regulation, or (ii) would impair the independence of the auditor.

Pre-Approval. Each year, the Committee shall pre-approve fee levels or budgeted amounts for all
audit, audit-related, tax services and other services to be provided by the independent auditor. Such
pre-approval may include a general budget amount not to exceed $25,000 to cover ad-hoc services that
may be required at the discretion of the Chief Financial Officer. The term of any general pre-approval
is 12 months from the date of pre-approval, unless the Committee considers a different period and
states otherwise. Any proposed services exceeding these levels or amounts will require specific pre-
approval by the Committee.

The Committee is mindful of the overall relationship of fees for audit and non-audit services in
determining whether to pre-approve any such services. For each fiscal year, the Committee may
determine the appropriate ratio between the total amount of fees for Audit, Audit-related, Tax services,
and the total amount of fees for services classified as All Other services.

Any services not included in the annual pre-approved services, must be specifically approved by the
Committee. Requests or applications to provide services that require specific approval by the
Committee will be submitted to the Committee, and must include a detailed description of the services
to be rendered. Any proposed services exceeding pre-approved cost levels or budgeted amounts will
also require specific pre-approval by the Committee.

Prior to any pre-approval of non-audit services, the Committee will also consider whether such
services are consistent with the SEC's rules on auditor independence. The Committee will also
consider whether the independent auditor is best positioned to provide the most effective and efficient
service, for reasons such as its familiarity with the Company's business, people, culture, accounting
systems, risk profile and other factors, and whether the service might enhance the Company's ability to
manage or control risk or improve audit quality. All such factors will be considered as a whole, and no
one factor should necessarily be determinative.
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