AUDIT COMMITTEE CHARTER
OF THE BOARD OF DIRECTORS
OF VELOCITY EXPRESS CORPORATION

(Asadopted by the Board of Directorson March __, 2007)

PURPOSE
The Audit Committee (the “Committee”) shall:

A. Provide assistance to the Board of Directors (Bwatd”) in fulfilling its
responsibility to the stockholders, potential stumklers and investment
community with respect to its oversight of:

0] the quality and integrity of the corporation’s firaal statements;

(i) the corporation’s compliance with legal and reguiatrequirements;
(i)  the independent auditor’s qualifications and inselemce; and

(iv)  the performance of the corporation’s independeditars.

B. Prepare the audit committee report that the Seesiignd Exchange Commission
(the “SEC”) requires be included in the corporaamnual proxy statement.

Il. STRUCTURE AND OPERATIONS

Independence Requirement

The Committee shall be comprised of three or magebers of the Board, each of
whom is determined by the Board to be “independastSuch term is defined by the NASDAQ
Stock Market, Inc. (“NASDAQ”) Marketplace Rule 42@)(15) and Rule 10A-3(b)(l) of the
Securities Exchange Act of 1934, as amended (tkeh&nge Act”). However, one director who
does not meet the NASDAQ definition of independeibct who meets the criteria set forth in
Section 10A(m)(3) under the Exchange Act and thesrthereunder, and who is not a current
officer or employee or a family member of such parsnay serve for no more than two years
on the Committee if the Board under exceptionallanded circumstances, determines that such
individual’'s membership is required by the besgiasts of the corporation and its stockholders.
Such person may not be the chairman of the Comenifidae use of “exceptional and limited”
circumstances exception, as well as the natureeoindividual’s relationship to the corporation
and the basis for the Board’s determination, daldlisclosed in the corporation’s annual proxy
statement.
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If a Committee member ceases to be independen¢d&sons outside the member’s
reasonable control, his or her membership on tharGittee may continue until the earlier of the
corporation’s next annual stockholders’ meetingroe year from the occurrence of the event
that caused the failure to qualify as independéithe corporation is not already relying on this
provision, and falls out of compliance with the uggments regarding Committee composition
due to a single vacancy on the Committee, therdihgoration will have until the earlier of the
next annual stockholders’ meeting or one year ftioeoccurrence of the event that caused the
failure to comply with this requirement. The comtoon shall provide notice to NASDAQ
immediately upon learning of the event or circumsgathat caused the non-compliance, if it
expects to rely on either of these provisions fouee period.

Financial Literacy & Expertise Requirement

All members of the Committee shall be able to raad understand fundamental
financial statements, including the corporatiorégnce sheet, income statement and cash flow
statement and otherwise meet the financial sopht#bin standard established by the
requirements of NASDAQ. No member of the Committesy have participated in the
preparation of the financial statements of the a@afon or any current subsidiary of the
corporation at any time during the preceding tiyemrs. At least one member of the Committee
shall in the judgment of the Board be an “audit oattee financial expert” as defined by the
rules and regulations of the SEC.

Limitation on Memberships of other Audit Committees

No member of the Committee may serve on the aodincittee of more than three
public companies, including the corporation, unkéssBoard determines that such simultaneous
service would not impair the ability of such memtmeeffectively serve on the Committee and
the corporation’s annual proxy statement discleses determination.

Limitation on Other Compensation

No member of the Committee shall receive compemsditom the corporation or its
affiliates other than (i) director’s fees for s&eias a director of the corporation or an affiliate
but only to the extent the directorship on theliati’s board of directors and related
compensation has been approved by the corporafwéasd and (ii) a pension or similar
compensation for past performance, provided thett sompensation is fixed and is not
contingent on continued or future service to thecmation.

Appointment and Removal

The members of the Committee shall be appointetthdyBoard and shall serve until
such member’s successor is duly elected and gecldi until such member’s earlier resignation
or removal. The members of the Committee may beved, with or without cause, by a
majority vote of the Board.
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Chairman

Unless a Chairman is elected by the full Board nieenbers of the Committee shall
designate a Chairman by the majority vote of thekGommittee membership. The Chairman
will chair all regular sessions of the Committee aet the agendas for Committee meetings.

Subcommittees

The Committee may form subcommittees for any pwepbat the Committee deems
appropriate and may delegate to such subcommgtegspower and authority as the Committee
deems appropriate; provided, however, that (i)utecemmittee will consist of fewer than two
members and (ii) no subcommittee will hold any poareauthority required by any law,
regulation or listing standards to be exercisethieyCommittee as a whole.

[I. MEETINGS

The Committee shall meet at least quarterly, orenfil@quently as circumstances dictate.
As part of its goal to foster open communicatitve, Committee shall periodically meet
separately with each of the following:

(1) management (including the chief financial officedahief accounting officer);
and

(i) the independent auditors,

in each case, to discuss any matters that the Cibeenair any of these groups believe would be
appropriate to discuss privately. In addition, @@mmittee should meet with the independent
auditors and management quarterly to review thparation’s financial statements in a manner
consistent with that outlined in Section 1V of tidkarter.

At all meetings of the Committee, a majority of thembers shall constitute a quorum
for the transaction of business and the act of janiyaof Committee members at any meeting at
which there is a quorum shall be an act of the Cidtaen Any matter that is put to a vote that
results in a tie shall be decided by a vote offtileBoard. The Chairman of the Board or any
member of the Committee may call meetings of them@dtee. All meetings of the Committee
may be held telephonically. All non-managemeneaiors who are not members of the
Committee may attend meetings of the Committeeiayt not vote. Additionally, the
Committee may invite to its meetings, or commuraaaith, any director, officer or employee of
the corporation and such other persons as it deppr®priate in order to carry out its
responsibilities. The Committee may also excludenfits meetings any persons it deems
appropriate in order to carry out its responsilesit

V. RESPONSIBILITIES AND DUTIES
Overview

The following functions shall be the common reauyractivities of the Committee in
carrying out its responsibilities outlined in Seatil of this Charter. These functions should
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serve as a guide with the understanding that ther@itiee may carry out additional functions
and adopt additional policies and procedures ashmappropriate in light of changing business,
legislative, regulatory, legal or other conditi@ssthe Committee shall determine. The
Committee shall also carry out any other respolitsési and duties delegated to it by the Board
from time to time related to the purposes of then@uttee outlined in Section | of this Charter.

Review of Financial and Other Information

1. Review with management and the independent augtarsto public
dissemination the corporation’s annual auditedrfona statements and quarterly
financial statements, including the corporation&ctbsures under
“Management’s Discussion and Analysis of Finan€ahdition and Results of
Operations,” any comments or recommendations ointthependent auditor, any
reports of the independent auditor with respeattierim financial reviews as
required by Statement on Auditing Standards 10 &md all references to
“Statements of Auditing Standards” or “Independgtandards Board” in this
Charter shall include any amendments or supplenterstsch applicable
standards).

2. Discuss with the independent auditors the mattgaired to be discussed by
Statement of Auditing Standards No. &bfnmunication with Audit Committee)
and Statement of Auditing Standards No. A0dft Committee Communications)
and the written disclosures required by the InddpahStandards Board Standard
No. 1 ({ndependence Discussions with Audit Committees).

3. Review and discuss with management prior to dissatain: (i) the
corporation’s earnings press releases (payinggodati attention to the use of any
“pro forma” or “adjusted” non-GAAP financial meass) and (ii) financial
information and earnings guidance provided to astalgnd rating agencies. The
Committee’s discussion in this regard may be gémeraature {.e., discussion of
the types of information to be disclosed and tipe tyf presentation to be made).
The Committee, however, need not discuss in adveack earnings release or
each instance in which the corporation may proeaings guidance.

4, Perform any functions required to be performedtlwy btherwise appropriate
under applicable law, rules or regulations, thgoaation’s bylaws and the
resolutions or other directives of the Board, idahg review of any certification
required to be reviewed in accordance with apple&w or the rules and
regulations of the SEC.

Independent Auditors

5. Directly appoint, retain, review and terminate ipeiedent auditors and approve
all audit engagement fees and terms.

6. Inform the corporation’s independent auditors thath auditing firm shall report
directly to the Committee.
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Review, at least annually, the qualifications, perfance and independence of
the independent auditors. In conducting its revéed evaluation, the Committee
should:

0] obtain and review a report by the corporation’spehdent auditors
describing:

(@ the auditing firm’s internal quality-control proages;

(b) any material issues raised by the most recentateuality-
control review, or peer review, of the auditingrfiror by any
inquiry or investigation by governmental or proiessl
authorities, within the preceding five years, resiog one or more
independent audits carried out by the auditing fiamd any steps
taken to deal with any such issues; and

(© all relationships between the independent audéndsthe
corporation in order to assess the auditors’ inddpece.

(i) ensure the timely rotation of the lead and conogreudit partners and
other “audit partners,” each case to the extentired by the rules and
regulations promulgated by the SEC, and considethen there should be
regular rotation of the audit firm itself.

(i) confirm with the independent auditor that the apdittners do not earn or
receive any compensation based on selling engagdsrtetine corporation
to provide any services, other than audit, reviewattest services, to the
extent such compensation would compromise the enldgnce of
accountant or auditor under the rules and regulatpyomulgated by the
SEC.

(iv)  take into account the opinions of management.

Oversee the work of the corporation’s independeditars, including the
resolution of any disagreement between managemetha auditors regarding
financial reporting, for the purpose of preparimgssuing an audit report or
related work.

Pre-Approval of Auditor Engagements

9.
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Approve in advance any audit or non-audit engagemmerelationship between
the corporation and the independent auditors, dtigar “prohibited non-auditing
services,” as determined from time to time by tBSthe Public Company
Accounting Oversight Board or NASDAQ through regigla or listing
requirements.

The Committee may:



) pre-approve audit and non-audit services baseabeigs and procedures
adopted by the Committee, provided: (a) the pedéi@nd procedures are
detailed as to the particular service, (b) the Cattesnis informed of each
service on a timely basis, (c) such policies amt@dures do not include
delegation of the Committee’s responsibilities @agement and
(d) such policies and procedures are disclosedertorporation’s annual
reports; and/or

(i) delegate to one or more of its members the authriapprove in
advance all audit or non-audit services to be pieyiby the independent
auditors so long as decisions made by such memégresented to the
full Committee at the immediately subsequent scleetimeeting.

Notwithstanding the foregoing, pre-approval is netessary for minor non-audit
services if:

0] the aggregate amount of all such non-auditisesvprovided to the
corporation constitutes not more than five percéihe total amount of
revenues paid by the corporation to its auditorindLthe fiscal year in
which the non-audit services are provided,;

(i) such services were not recognized by the c@ifan at the time of the
engagement to be non-audit services; and

(i) such services are promptly brought to theatibn of the Committee and
approved prior to the completion of the audit by @ommittee or by one
or more members of the Committee who are membeisedBoard to
whom authority to grant such approvals has beesgdétd by the
Committee.

Financial Reporting Process

10.
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In consultation with the independent auditors amthagement, review the
integrity of the corporation’s financial reportipgocesses, both internal and
external. In that connection, the Committee slpaigr to the filing by the
corporation of its annual report and at such otinees that the Committee deems
appropriate, obtain and discuss with managementrenmhdependent auditors
reports from management and the independent asd#garding:

0] all critical accounting policies and practices &used by the corporation;

(i) analyses prepared by management and/or the indepesaditors setting
forth significant financial reporting issues andgments made in
connection with the preparation of the financiaksinents, including all
alternative treatments of financial information hiit generally accepted
accounting principles related to material itemg tieve been discussed
with the corporation’s management, the ramificatiohthe use of the
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alternative disclosures and treatments, and tlagntent preferred by the
independent auditors;

(i)  major issues regarding accounting principles anantial statement
presentations, including any significant changethéncorporation’s
selection or application of accounting principles;

(iv)  major issues as to the adequacy of the corporatiatérnal controls and
any specific audit steps adopted in light of matezontrol deficiencies;
and

(v) any other material written communications betwdenindependent
auditors and the corporation’s management.

11. Review periodically the effect of regulatory and@@anting initiatives, as well as
any off-balance sheet structures, on the finarste&tements of the corporation,

12. Review with the independent auditors any audit |enois or other difficulties
encountered by the auditors in the course of tidit puocess, including any
restrictions on the scope of the independent axgligwtivities or on access to
requested information, and resolve any significhs&greements with
management and management’s responses to suchsmattghout excluding
other possibilities, the Committee may wish to egwiwith the independent
auditors:

0] any accounting adjustments that were noted or mexghby the auditor but
were “passed” (as immaterial or otherwise);

(i) any communications between the audit team andutiié &rm’s national
office respecting auditing or accounting issues@néed by the
engagement; and

(i)  any “management” or “internal control” letter issluer proposed to be
issued, by the independent auditors to the corjporat

13. Review and discuss with management and the indepeadditors the policies
and procedures in place to ensure the quality mtediity of the financial
statements of the corporation’s unconsolidatedidigrges and investments that
are accounted for under the equity method of adoogiare properly reflected
and accounted for in the corporation’s financiatestnents.

General

14.  Review with management and the independent auditeesareas of material risk
to the operations and financial results of the ooapon, such as safety of
operations, environmental regulations, major pemdltrgation, matters
pertaining to financing costs, tax issues, anyroth@or financial risks and
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15.

16.

17.

18.

exposures and the corporation’s guidelines anctigsliwith respect to risk
assessment and risk management.

Set clear hiring policies for employees and foremployees of the independent
auditors. At a minimum, these policies must prahib

(1) the hiring of members of the corporation’s audgagement team in a
position at the corporation which would cause thaiteng firm to no
longer qualify as independent under the rules agdlations promulgated
by the SEC; and

(i) the hiring of any employee or former employee:

(@)  of the corporation’s independent auditor withow gior approval
of the Committee; or

(b)  of any firm providing the corporation with interreliditing
services without the prior approval of the Comneitte

Establish procedures for the receipt, retentionteeetment of complaints
received by the corporation regarding accountinggrnal accounting controls, or
auditing matters; and the confidential, anonymausrgssion by employees of
the corporation of concerns regarding questionabd®unting or auditing
matters.

The Committee shall develop policies and procedimethe review, approval or
ratification of any transaction involving relatedrpons required to be disclosed
pursuant to Item 404 of SEC Regulation S-K.

The Committee shall review transactions with manssy# involving actual or
potential conflicts of interest between memberthefBoard and the Company.

Preparation of Reports

19.

20.
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Prepare all Committee reports required to be iregiud the corporation’s proxy
statement, in accordance with applicable rulesragdlations of the SEC.

Report to the Board:

0] with respect to any issues that arise with resgettte quality or integrity
of the corporation’s financial statements, the ooaion’s compliance
with legal or regulatory requirements or the parfance and
independence of the corporation’s independent argjit

(i) with respect to such other matters as are reldeahe Committee’s
discharge of its responsibilities; and



(i) with respect to such recommendations as the Coeenitiay deem
appropriate.

The report to the Board may be written or takeftinen of an oral report by the
Chairman or any other member of the Committee desggl by the Committee to
make such report.

21. Maintain minutes or other records of meetings aivities of the Committee.

Outside Advisors and Funding

The Committee, in discharging its oversight radeeinpowered to study or investigate
any matter of interest or concern that the Commitkieems appropriate. In this regard, the
Committee shall have the authority to retain o@sedjal, accounting or other advisors as it
reasonably deems necessary to carry out its diutidading the authority to approve the fees
payable to such advisors and any other terms eftien. The Committee shall be provided
with funds necessary to engage outside advisorscafushd its ordinary administrative expenses
that are necessary or appropriate to carry oudluties, in each case, as determined by the
Committee in its sole discretion.

Access

The Committee, in discharging its oversight rolelsbe given full access to all of the
following:

0] the Board;

(i) all employees of the corporation; and

(i)  the independent auditors,
in each case, as necessary, to carry out thesensbpities.
V. ANNUAL PERFORMANCE EVALUATION

The Committee shall perform a review and evaluat@biteast annually, of the
performance of the Committee and its members, dnetuby reviewing the compliance of the
Committee with this Charter. In addition, the Coittee shall review and reassess, at least
annually, the adequacy of this Charter and recondni@the Board any improvements to this
Charter that the Committee considers necessargloable. The Committee shall conduct such
evaluations and reviews in such manner as it degpopriate.

V1. LIMITATION OF RESPONSIBILITY

The management of the corporation is responsiblthopreparation, presentation and
integrity of the corporation’s financial statemendanagement is responsible for maintaining
appropriate accounting and financial reporting @ples and policies and internal controls and
procedures designed to assure compliance with atogustandards and applicable laws and
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regulations. The independent auditors are resplenkir planning and carrying out a proper
audit and reviews, including reviews of the corpiords annual financial statements, reviews of
the quarterly financial statements prior to thm@jlof each quarterly report on Form 10-Q, and
other procedures.

In fulfilling their responsibilities hereunder,ig recognized that the members of the
Committee are not employees of the corporationamadot, and do not represent themselves to
be, accountants or auditors by profession or egpetthe fields of accounting or auditing,
including in respect of auditor independence. &fme, it is not the duty or responsibility of the
Committee to conduct “field work” or other typesanfditing or accounting reviews or
procedures or to set audit or independence stasdand each member of the Committee shall
be entitled to rely on: (i) the integrity and s$kif those persons and organizations within and
outside the corporation from which it receives mfiation; and (ii) the accuracy of the financial
and other information provided by such personsrgamizations absent actual knowledge to the
contrary (which shall be promptly reported to theaRl).
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