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AUDIT COMMITTEE CHARTER
I.

AUDIT COMMITTEE PURPOSE
The Audit Committee is appointed by the Board of Directors (the “Board”) of Royal Business Bank
(the “Bank”) and RBB Bancorp (the “Bancorp”) (jointly, the “Company”) to assist the Board in
monitoring:
(1) Monitor the integrity of the Company’s financial reporting process and systems of internal
controls regarding finance, accounting, and legal compliance over financial reporting of the
Company and the audits of its financial statements;
(2) Appoint the Company’s independent auditors and monitor the independent auditor's
qualifications and independence;
(3) The performance of the Company's internal audit function and independent auditors; and
(4) The compliance by the Company with legal and regulatory requirements.

II.

COMMITTEE ELIGIBILITY, STRUCTURE AND OPERATIONS
The Audit Committee shall be comprised of directors who are not members of management, do not
have personal or business relationships with management and do not have personal or business
dealings with the Company. Business dealings mean being a borrower of the Company and supplying
goods or services to the Company. However, Committee members may have deposit relationship with
the Bank in any amount as long as the accounts are in good standing (no overdrafts). Committee
members or their immediate families or family control group may own more than 9.99% of the
Bancorp stock.
The Audit Committee shall consist of at least three members. Members shall be appointed by the
Board and shall serve at the pleasure of the Board and for such term or terms as the Board may
determine. The Board shall designate one member of the Committee as its chairperson. If the
chairperson is not designated or present, the members of the Committee may designate a Chair by
majority vote of the Committee membership. In the event of a tie vote on any issue, the chairperson's
vote shall decide the issue.
No Audit Committee member, other than in his or her capacity as a member of the Board of Directors
or of the Audit Committee, may accept any consulting, advisory or other compensatory fee from the
Company. No Audit Committee member may be an officer, employee, or affiliated person of the
Company or any parent or subsidiary thereof. Each member of the Audit Committee shall also meet
the definition of an “independent director” as such term is defined by The National Association of
Securities Dealers, Inc. (“NASD”).
All members of the Committee shall have a basic understanding of finance and accounting and be
able to read and understand fundamental financial statements, and at least one member of the Audit
Committee shall have accounting or related financial management expertise. No member of the
Committee shall have participated in the preparation of the financial statements of the Company at
any time during the past three years. Members shall not simultaneously serve on the audit committees
of more than two other public companies without the approval of the Board.
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If any member of the Committee becomes ineligible to serve on the Committee, that member must
inform the Chairman of the Committee and the Chief Risk Officer within 30 days of becoming
ineligible.
A. Committee Meetings
The Audit Committee shall meet in person or telephonically at least once each calendar quarter at a
time and place determined by the Committee chairperson, with further meetings to occur when
deemed necessary or desirable by the Chairman of the Board of the Company, Chairperson of the
Committee or by a majority of the members of the Committee. The Audit Committee should meet
privately in executive session at least annually with management, the independent auditors, and as a
committee to discuss any matters that the Audit Committee or each of these groups believe should be
discussed. In addition, the Audit Committee, or at least its Chair, should communicate with
management and the independent auditors quarterly to review the Company’s financial statements
and significant findings based upon the auditors’ limited review procedures. At the invitation of the
Chairperson of the Committee, the meetings shall be attended by the Chief Executive Officer, Chief
Risk Officer, the Chief Financial Officer, the Chief Credit Officer, Company Security Officer, legal
counsel for the Company, the representatives of the external auditing firm, and such other persons
whose attendance is appropriate to the matters under consideration. The Chief Executive Officer
("CEO") should not attend any portion of any meeting where the CEO's performance or compensation
is discussed, unless specifically invited by the Committee.
B. Reporting Activities
The Committee Chairperson, or designee, shall make regular reports to the Board. The Audit
Committee shall review and reassess the adequacy of this Charter annually, recommend any proposed
changes to the Board for approval, submit the charter to the Board of Directors for approval annually,
and post any updates on the Company’s website in accordance with SEC regulations.

III.

COMMITTEE’S DUTIES AND RESPONSIBILITIES
The Audit Committee shall have the sole authority to appoint or replace the independent auditor. The
Audit Committee shall be directly responsible for the compensation and oversight of the work of the
independent auditor (including resolution of disagreements between management and the independent
auditor regarding financial reporting) for the purpose of preparing or issuing an audit report or related
work. The independent auditor shall report directly to the Audit Committee.
The Audit Committee shall pre-approve all auditing services and permitted non-audit services, as
outlined in its established policy, (including the fees and terms thereof to be performed for the
Company by its independent auditor.
The Audit Committee shall have the authority, to the extent it deems necessary or appropriate, to
retain independent legal, accounting, or other advisors. The Company shall provide for appropriate
funding, as determined by the Audit Committee, for payment of compensation (i) to the independent
auditors engaged for purposes of rendering an audit report or related work or performing other audit,
review or attest services; (ii) to the internal auditor and staff or, if such function is out-sourced, the
firm providing the internal audit function, (iii) any advisors employed by the Audit Committee; and
(iv) for any ordinary administrative expenses of the Committee that are necessary or appropriate in
carrying out its duties.
The Audit Committee, to the extent it deems necessary or appropriate, shall:
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(1) Review and discuss with management and the independent auditor the Company's annual audited
financial statements prior to filing or distribution. Review should include the financial statements,
related notes, the auditor's opinion, and any unresolved disagreements with management
concerning accounting or disclosure matters, including disclosures made in management's
discussion and analysis, and the results of the audit.
(2) Review and discuss with management and the independent auditor the Company's quarterly
financial statements including the results of the independent auditor's review of the quarterly
financial statements.
(3) Following completion of the annual audit, review separately with management and the
independent auditors any significant difficulties encountered during the course of the audit,
including any restrictions on the scope of work, access to required information, or any significant
changes to the planned scope of the audit.
(4) Prior to releasing the year-end audited financial statements, discuss the results of the year-end
audit with the independent auditors. Consider the auditors' judgments about the quality and
appropriateness of the Company's accounting principles as applied in its financial reporting.
(5) Discuss with management and the independent auditor significant financial reporting issues and
judgments made in connection with the preparation of the Company's financial statements,
including any significant changes in the Company's selection or application of accounting
principles, any major issues as to the adequacy of the Company's internal controls and any special
steps adopted in light of material control deficiencies.
(6) Review the risk management assessment of the Company’s branches, credit centers and operating
units and assign priorities for the year to have independent reviews conducted by loan,
operational, information systems and compliance teams hired by the Committee; meet with such
independent review consultants on at least an annual basis; and approve the contractual basis of
each engagement letter and arrangement under consideration.
(7) Review annual and quarterly SEC reports prior to filing, and discuss those reports with
management and the independent accountants as appropriate.
(8) Review the budget, strategic plan, changes in plan, activities and organizational structure, as
needed.
(9) Review and discuss annually reports from the independent auditors on:
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 disclosures and treatments, and the treatment preferred by the independent
auditor.
c. Review other material written communications between the independent auditor and
management, such as any management letter or schedule of unadjusted differences.
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d. Discuss with management and the independent auditor the effect of regulatory and
accounting initiatives as well as off-balance sheet structures on the Company's financial
statements.
e. Review and approve all related party transactions including but not limited to FRB
Regulation "O" requirements.
(10) In consultation with the management and the auditors consider the integrity of the Company's
financial reporting processes and controls, and discuss significant financial risk exposures and
the steps management has taken to monitor, control, and report such exposures.
(11) Review all Reports of Examination prepared by regulators regarding safety and soundness,
compliance, or other examinations performed by such agencies.
(12) Discuss with management prior to their release the Bancorp's earnings press releases, including
the use of "pro forma" or "adjusted" non-gap information. The chairperson of the committee
may represent the entire committee for purposes of this discussion. Prior to releasing the yearend earnings, the Audit Committee shall discuss the results of the audit with the independent
auditors, and shall discuss certain matters required to be communicated to audit committees in
accordance with AICPA SAS 114.
(13) Review and approve any and all management initiated responses to engagements conducted by
independent consultant firms or regulatory agencies, prior to their dispersal to the appropriate
reviewing agent.
(14) On at least an annual basis, review with the Company’s counsel any legal matters that could
have a significant impact on the Company’s financial statements, compliance with applicable
laws and regulations, and inquiries received from regulators or governmental agencies, if any.
(15) Audit Committee members will review all the Company’s complaints that submitted from Chief
Risk Officer or Compliance Officer to ensure the appropriate actions and responses are taken by
the related Department and Branch.
(16) Audit Committee is responsible to investigate any written complaints directed to the Company’s
senior management or Board members. Audit Committee will report to the Board of Directors
after the investigation. If necessary, Audit Committee will hire an independent investigator who
does NOT have an interest or business relationship with the person who is being complained.
(17) The discussion of investigation or report of the complaint should describe any interest or
personal/business relationship with the subject person. The investigation report should be
addressed directly to the Board of Directors or Audit Committee, not to the subject of the
complaint.
(18) All the investigations by the Audit Committee should be documented in the Audit Committee
Meeting Minutes.

IV.

INDEPENDENT AUDITORS
The Audit Committee has direct access to the independent auditors as well as to anyone in the
organization and has the authority to conduct any investigation appropriate to fulfilling its
responsibilities. The Audit Committee will have a clear understanding with the independent auditors
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that they must maintain an open and transparent relationship with the Audit Committee that the
ultimate accountability of the independent auditors is to the Audit Committee and the Board of
Directors.
The Audit Committee shall obtain and review a report from the independent auditor at least annually
regarding (a) the independent auditor's 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 Company that could
impair the auditors’ independence, and the Audit Committee shall receive the written disclosures and
the letters from independent auditors required by Independence Standards Board Standard No. 1
(Independence Discussion with Audit Committee), as such may be modified or supplemented.
The Audit Committee shall ensure the rotation of the audit partners as required by law. Consider
whether, in order to assure continuing auditor independence, it is appropriate to adopt a policy of
rotating the independent financial accounting auditing firm on a regular basis.
The Audit Committee shall establish board policies for the Company's hiring of employees or former
employees of the independent auditor who participated in any capacity in the audit of the Company.
Obtain annually from the independent auditors a formal written statement describing all relationships
between the auditors and the Company.
The Audit Committee shall pre-approve all audit and permissible non-audit services to be performed
by the independent auditors, provided that pre-approval is not required with respect to non-audit
services if: (i) the aggregate amount of all such non-audit services provided to the Company
constitutes 5% or less of the total amount paid by the Company to its independent auditor during the
fiscal year in which the non-audit services are provided; (ii) such services were not recognized at the
time of the engagement to be non-audit services; and (iii) such services are promptly brought to the
attention of the Audit Committee and are approved by the Audit Committee or by one or more
members of the Audit Committee to whom authority to grant such approvals has been delegated by
the Audit Committee prior to the completion of the Audit.
The Audit Committee shall also (i) annually prepare a committee report as required by the SEC to be
sent to shareholders as part of the Company’s annual proxy statement, (ii) review significant reports
prepared by the Company’s internal and/or external loan review personnel together with
management’s response and follow-up to these reports, (iii) perform any other activities consistent
with this Charter, the Company’s bylaws, and governing law, as the Committee or the Board deems
necessary or appropriate, (iv) establish procedures for the confidential, anonymous submission by
employees of the Company of concerns regarding questionable accounting or auditing matters, and
(v) have ultimate responsibility for determining matters of interpretation with respect to the audit and
accounting related portions of the Company’s Code of Ethics, and for making all final decisions
concerning any disciplinary actions relating to those portions of the Code.

V.

INDEPENDENCE OF THE BSA OFFICER
The Audit Committee has direct access to the BSA Officer as well as to anyone in the Company that
performs BSA activities. The Committee has the authority to conduct any investigation appropriate to
fulfilling its responsibilities and to direct the BSA Officer.
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The BSA Officer shall report to the Audit Committee independently at least quarterly (a) the status of
the BSA program, (b) Company-wide BSA training, (c) internal and external audit of the department,
and (d) all ongoing BSA issues.

VI.

AUDIT FREQUENCY
The committee will review and approve the audit schedule of the auditors. The frequency of the audit
reviews will be based on a risk assessment of the respective areas. The Company will prepare an
Audit/Test Calendar showing audit area, firm to be used, and the status of each audit. The following
areas should be reviewed at least annually:



A/L Management /Interest Rate Risk





Affiliates (TWA)/Related Party & Reg. O
ALLL
Bank Owned Life Insurance (BOLI)

























VII.

Accounting/Finance Year-end

Borrower in Custody (BIC)

Branch Operations / Internal Controls Assessment
BSA/AMLIOFAC/USA PATRIOT ACT
BSA/AML Monitoring System (Validation Audit)
Community Reinvestment Act
Disaster Recovery
Gramm-Leach-Bliley

Information Technology
Insider Loans
Internal/External Penetration of Network (IT)
International Banking / Trade Finance
Investment Securities
Lending Compliance
Residential Mortgage Lending Compliance

Residential Mortgage Lending Service
Loan Portfolio Review
Operations Compliance
Personnel (HR)
Wire Transfers

COMPLIANCE OVERSIGHT RESPONSIBILITIES

Establish procedures for the receipt, retention and treatment of complaints received by the Company
regarding accounting, internal accounting controls or auditing matters, and the confidential,
anonymous submission by employees of concerns regarding questionable accounting or auditing
matters.
Discuss with management and the independent auditor any correspondence with regulators or
governmental agencies and any published reports that raise material issues regarding the Company's
financial statements or accounting policies.
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Discuss with the Company's Counsel legal matters that may have a material impact on the financial
statements or the Company's compliance policies.
Review the appropriateness of the practices utilized to reimburse executive officers and to assure
compliance with the Company's codes of ethics and conduct.
Complaint Policy & Procedures
The Company’s Complaint Policy can be found in the Compliance Management Policy and Program.
Compliance Officer is responsible for all the written complaints received by the Company and contact
to the related Department or Branch to resolve the written complaint in the appropriate action.
Compliance Officer is responsible to report all the written complaints to Audit Committee.
Whistleblower Policy
The Company’s Whistleblower Policy can be found in the Human Resource Policy. The policy is to
encourage employees to report to responsible persons possible violations of law, including the
securities law, counting irregularities and other suspected wrongdoing, including their own.
Employees or ex-employees can confidentially report to the Company’s Audit Committee Chairman
Christopher Koo by sending an email to the following address ckoocpa@aol.com or by phone 626757-3188 or by mail a letter to the attention of the Audit Committee Chairman, RBB Bancorp, 660 S.
Figueroa Street Suite 1888, Los Angeles, CA 90017.

VIII. LIMITATION ON AUDIT COMMITTEE’S ROLE
While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the
duty of the Audit Committee to plan or conduct audits or to determine that the Company’s financial
statements and disclosures are complete and accurate and are in accordance with Generally Accepted
Accounting Principles and applicable rules and regulations. These are the responsibilities of
management and the independent auditor. The Audit Committee shall review the independent
auditors’ plan and discuss scope, staffing, locations, reliance upon management, and the external
audit and general audit approach.
It is also not the duty of the Audit Committee to review and approve Company policies for
compliance with the various state and federal rules and regulations. This duty is the responsibility of
the Board of Directors.

IX.

OTHER AUDIT COMMITTEE RESPONSIBILITIES
Perform any other activities consistent with this Policy and banking regulations as the committee or
the Board of Directors deems necessary or appropriate.
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