CTI INDUSTRIES CORPORATION
AUDIT COMMITTEE CHARTER
(Amended and Restated)

As Approved by the Board of Directors on April 2007
Organization

There shall be a committee of the Board of Directdf CTI Industries
Corporation (the “Company”) to be known as the A@bhmmittee. This charter
(“Charter”) shall govern the organization and opieraof the Audit Committee.

Purpose

The purpose of the Audit Committee establishedymansto this Charter is to
perform general oversight of the accounting andrfaial reporting processes of the
Company, including its subsidiaries, and the augfithe financial statements of the
Company. The Audit Committee shall assist the Baddirectors of the Company in
fulfilling its oversight responsibilities relatirtg (a) the quality and integrity of the
Company's fmancial information provided to shardbd and others, (b) the
Company's internal control systems and disclosongrgls established by
management and the Board, ( c) the audit procesédthe qualifications,
independence and performance of any registeredcpadounting firm engaged for
the purpose of preparing or issuing an audit repopterforming other audit, review or
attest services for the Company ("independent argijt

In addition, the Audit Committee shall have thehauity to undertake the
specific duties and responsibilities listed belowl ¢he authority to undertake such
other specific duties as the Board of Directorsrftome to time may prescribe.

M ember ship

The Audit Committee of the Board of Directors slalhsist of at least three
(3) members of the Board of Directors. The membéthe Audit Committee shall be
appointed by, and serve at the discretion of, thar& of Directors. Each member of
the Committee shall meet the independence, finhlitgieacy and other requirements
of the Securities Exchange Act of 1934, as amef(tied'Exchange Act"), the listing
standards of The Nasdaq Stock Market, Inc. ("Naydard related rules and
regulations. At least one member of the Committes| gjualify as an audit committee
financial expert within the meaning of the ExchaAge and the rules and regulations
adopted thereunder.

Responsibility With Respect to Independent Auditors

The Audit Committee shall have the ultimate respulity for the
appointment, compensation, retention and oversifjitite work of the Company's
independent auditors. The Audit Committee shalkehidre authority and
responsibility to select, evaluate, approve thememsation of and, where



appropriate, replace the independent auditors. Alltit Committee has the sole
responsibility for executing engagement letterdeitternal auditors. The Audit
Committee shall communicate to management andutiiéoas that (i) they shall
work together and cooperate with regard to findmrrejporting, (i) maintain an open
communication among each of the Audit Committeenagament and the auditors
and (iii) be responsive each to the other in théopmance of their duties and
services to the Company. The Audit Committee siedlire open communication to
management, and with the independent auditor, dratpany and all
communications of the independent auditor to thdiddommittee related to
management performance.

Additional Specific Responsibilities

In addition to, and in furtherance of, the foregpresponsibilities, the
Committee shall:

. Review on a periodic basis the adequacy of the @Goyip system of internal
controls, policies and procedures and approve tmpgany's policies relating
to internal controls and protection of assets;

. Take appropriate action to oversee the independgitte independent
auditors, including a review and approval of tlaidit and non-audit fees. The
Audit Committee shall obtain from the independarditors a formal written
statement delineating all relationships betweei suclitors and the Company,
consistent with Independence Standards Board Sthddand shall actively
engage in a dialogue with such auditors with ressfmeany disclosed
relationships or services that may impact the dbjeg and independence of
the independent auditors.

. Review with the independent auditors the follogvi
a) The annual audit scope and audit testing plan;

b) The Company's annual audited financial statesnand quarterly
financial statements, including the results of angit or review of
those financial statements, including a post-anediiew of the audit
findings (including any significant suggestions iimprovements
provided to management by the independent audjtitwes ¥orm and
content of the Company's financial statements amasures and the
required communications from the independent atslitader
generally accepted auditing standards and anycaipi Securities and
Exchange Commission ("SEC") regulations;

¢) The Company's Annual Reports on Form 10-K, uigrReports on
Form 10-Q, and the disclosures in management'ssigm and
analysis of the Company's financial condition aeslitts of operations
therein; quarterly and annual earnings press reteaisd information
prepared by the Company for its regular public ecgriice telephone
calls concerning its earnings and results of opmratin the context of
information provided to the Audit Committee and Bard,



d) The independent auditors' comments, reportt@stations on the
adequacy of the Company's internal controls anagifgignt findings
and recommendations or issues resulting from tde aureview
thereof and management's response;

e) Matters related to the conduct of the audit #natrequired to be
communicated to the Audit Committee under genewtlyepted
auditing standards;

f) Accounting considerations arising from changegenerally accepted
accounting principles ("GAAP"), matters relatecchanges in
accounting principles and financial statement priegen or the
Company's operations;

g) The performance and qualifications of the Conytsafinancial
personnel.

h) Any material disagreements that may arise batviee
Company's management and its independent auditors;

i) All critical accounting policies and practiceslie used by the
Company; all alternative treatments of financiérmation within
GAAP that have been discussed by the independeitbesiwith
management, ramifications of the use of such atera treatments and
the treatment preferred by the independent auditbiher material
written communications between the independenttaxsdand the
Company's management, such as any managemenblesigredule of
unadjusted differences; and any analyses of thepmadent auditors’
judgment as to the quality of the Company's acangrgrinciples,
including significant reporting issues and judgnsemfade in connection
with the preparation of the financial statements] a

}) The independent auditors' judgments as to tfaity, not just the
acceptability, of the Company's accounting priresphnd such matters
as are required to be discussed with the Committder generally
accepted auditing standards.

Recommend to the Board whether the Company's afinaatial
statements should be included in the Annual Repoform 10-K.

Conduct or authorize investigations into any matteithin the Audit
Committee's scope of responsibilities. The Auditidattee may retain
independent counsel, accountants or others ta assie conduct of any
such investigation, without approval being requingdhe Board or
management.

Establish and implement policies and procedurepif@rapproval of all
services provided by the Company's independentasdincluding both audit
and permissible non-audit services, and discldssoalaudit services
authorized by the Audit Committee as required lpliapble regulations. The



following categories of services for the Companymat be performed by the
Company's independent auditors under any circurostagwhether or not pre-
approved by the audit committee) contemporaneomishyany audit by such
independent auditors. These services includep@kkeeping; (ii) financial
information systems design and implementation); &ipraisal or valuation
services, (iv) fairness opinions, or contributiorkind reports; (v) actuarial
services; (vi) internal audit outsourcing serviqgd) management or human
resources services; (viii) broker or dealer, innesit adviser or investment
banking services; and (ix) legal services and exgewices unrelated to the
audit.

Obtain at least annually and review a report byirtdependent auditors
describing the independent auditors' internal ¢yiabntrol procedures, any
material issues raised by the most recent inteuuality review or peer review
of the independent auditors or by any inquiry aestigation by governmental
or professional authorities within the precedingfyears respecting one or
more independent audits conducted by the indep¢deiitors and any steps
taken by the independent auditors to deal withsroh issues

Review and approve all "related party" transacti@ss required to be
disclosed pursuant to Item 404 of Regulation S-H as otherwise defined
by the Audit Committee.

Review the Audit Committee Report to be includethia Company's
Proxy Statement.

Provide a forum for the independent auditors totnreelosed session with
the Committee; provided that the substance of amgnal communication
relating to management at any such session shattenunicated to and
reviewed with management.

Review with senior management and the independgtitoas the
Company's accounting and financial personnel ressur

Review, and oversee the resolution of, any disageeé between
management and the independent auditors and, ibppate, making
recommendations with respect thereto to the Board;

Establish procedures for receipt, retention anattnent of complaints
about accounting, internal control or auditing et including procedures
for the confidential, anonymous submission of erpgéoconcerns about
guestionable accounting, material control or anditnatters; discuss and
evaluate any complaints or concerns received, atitheze such responses
and follow-up actions, if any, as it deems necgsand appropriate.

Perform such other duties as the Board of Direattag delegate to it, or as
the Audit Committee may deem necessary or advisalmeler to perform
its responsibilities under this Charter or ruled sggulations applicable to
the Company's Audit Committee.



M eetings

The Audit Committee will meet at least four timexle year at the call of the
Audit Committee Chair. However, the Audit Commattmay establish its own
schedule. Each meeting shall include an execué&ssign at which no member of
management of the Company is present.

The Audit Committee shall meet separately with@eef Executive Officer
and separately with the Chief Financial Officetltd Company at least annually to
review the financial affairs of the Company. ThedAlCommittee shall meet with the
independent auditors of the Company, at such tasesdeems appropriate, to review
the independent auditors' examination and managemgort.

The Audit Committee is authorized, by majority voteunanimous written
consent of its members, to adopt its own rulesroégdure, including the formalities
of calling, noticing and holding meetings and foe taking of action of the Audit
Committee by vote at any such meeting or by unangwaritten consent of the
members thereof. Unless and until any such proesdane formally adopted by the
Audit Committee, the procedures with respect tbraglnoticing and holding
meetings of the Audit Committee and conducting ess of the Audit Committee
shall be the same as those provided in the By-tdwlse Company with respect to
calling, noticing and holding meetings of and takaction by the Board.

Reports

The Audit Committee may present its reports or neoendations to the Board
in written or oral form. The Audit Committee's resmendations shall be incorporated
as a part of the minutes of the Board meeting atlwkhose recommendations are
presented.

Minutes

The Audit Committee will maintain written minutesits meetings, which
minutes will be filed with the minutes of the megjs of the Board.

Other

The Audit Committee, in its sole discretion, shadlve the authority, as and
when it shall determine to be necessary or apmtgptod the functions of the Audit
Committee:

. At the Company's expense and not at the expernse ohiembers thereof, to
retain independent counsel (which may be, but mee¢de, the regular
corporate counsel to the Company) and other advisoassist it in connection
with its functions;

. At the Company's expense and not at the expernse ohembers thereof, to
incur ordinary administrative expenses that aresgary or appropriate in



carrying out its duties; and

. To request, and to rely upon, advice, orally owitting, from the Chief
Executive Officer and the Chief Financial Officdrtibe Company and from
any representative of the independent auditorseédCompany participating
in such independent auditors' engagement by thep@oyn concerning
aspects of the operation or financial conditiothef Company relevant to the
functions of the Audit Committee.

The officers of the Company are requested to cawpavith the Audit
Committee and to render assistance to it as it sfglest in carrying out its functions.

Limitation of Audit Committee Responsibility

In adopting this Charter, the Board acknowledgesittis not the
responsibility of the Audit Committee to prepare ttompany's financial statements,
plan or conduct audits of those financial statesyemt determine whether those
financial statements are complete and accurate@mirm to GAAP and applicable
rules and regulations. These tasks are the redplitysof management and the
Company's independent auditors.

Delegation

To the extent consistent with law and the listitajpdards of NASDAQ, the
Audit Committee may delegate any of its responsidsl to a subcommittee comprised
of one or more members of the Audit Committee. eQation of such responsibilities
shall not relieve the Audit Committee from its respibilities for ensuring the faithful
performance of its duties.

Annual Reviews

The Audit Committee will review and reassess theqadcy of this Charter on
at least an annual basis and will report to ther@ti@e results of such review and
reassessment. At least annually, the Audit Comeniitidd conduct an evaluation of its
performance to determine whether it is functiorefigctively.



