GW PHARMACEUTICALS PLC

AUDIT COMMITTEE - TERMS OF REFERENCE

The Audit Commitiee was established as a Board committee in June 2001.

The following revised and updated terms of reference were proposed and adopted on 30
October 2006 by a resolution of the Board.

1.

|88

MEMBERSHIP

(a)

(b)

(c)

(d)

The members of the Audit Committee shall be appointed by the Board from
amongst the non-executive directors.

The Audit Committee shall have at least two members. Each member shall be
an independent non-executive director, that is, independent of management and
free from any business or other relationship which could materially interfere with
the exercise of their independent judgment. A quorum shall be two members. A
duly convened meeting of the Audit Committee at which a quorum is present
shall be competent to exercise all or any of the authorities, powers and
discretions vested in or exercisable by the Audit Committee.

The Audit Committee's chairman shall be appointed by the Board on the
recommendation of the Nomination Committee. In the absence of the chairman
of the Audit Committee the remaining members present shall elect one of their
number to chair the meeting.

If a member is unable to act for any reason, the chairman of the Audit Committee
may appoint another non - executive director as an additional member provided
always that the majority of members of the committee shall be independent as
described in paragraph 1.2 above.

SECRETARY

The secretary of the Audit Committee shall be the Company Secretary or such other
person as the Audit Committee may appoint.

ATTENDANCE AT MEETINGS

(a) The Audit Committee may invite any person it thinks appropriate to join the
members of the Audit Committee at its meetings.

(b) The finance director and a representative of the external auditors shall normally
attend meetings of the Audit Committee.

(c) At least once a year the Audit Committee shall meet with the external auditors

without the finance director or any other executive director present.



4. FREQUENCY OF MEETINGS

(a) At least three meetings shall be held each year. These meetings shall be
convened by the secretary of the Audit Committee at the request of its chairman.

(b) Additionally, any of the chairman of the Audit Committee, the finance director and
the external auditors may ask the secretary of the Audit Committee to convene a
meeting if he/they consider that such a meeting is necessary or appropriate.
Further, the Auditors and the finance director may have access to the chairman
or any other member of the Audit Committee as required in relation to any matter
falling within the remit of the Audit Committee.

5. AUTHORITY

The Audit Committee is authorised by the Board:

. to investigate any activity within its terms of reference;
. to seek any information it requires from any employee;
. to obtain outside legal or other independent professional advice at the

Company's expense; and

J to instruct external professional advisers to attend any meeting if it considers this
necessary or appropriate at the Company's expense.

6. FUNCTION AND DUTIES

() Generally, the function of the Audit Committee is to consider how the Board

should:

. apply the Company's financial reporting and internal control principles;
and

. maintain an appropriate relationship with the Company’'s external
auditors.

®) The duties of the Audit Committee shall be:

. to consider the appointment of the external auditors, their audit fee and
any matters relating to their resignation or dismissal;

. to keep under review:
. the scope and results of the audit and its cost effectiveness;
. the independence and objectivity of the external auditors; and
. the non-audit services provided by the external auditors to the

Company and the fees payable by the Company for those
services, including with a view to ensuring a balance between
value for money and the maintenance of the external auditors’
objectivity;
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. to discuss with the external auditors before the audit commences
the nature and scope of the audit, and other relevant matters;

. to review, before submission of the relevant documents to the
Board, the half year financial results, the preliminary
announcement of annual results, the annual accounts and the
accompanying reports to shareholders and any other
announcement regarding the Company's results or other financial
information, focusing particularly on:

. any changes in accounting policies and practices;

. major judgmental areas;

. significant adjustments resulting from the audit;

. the going concern assumption;

. compliance with accounting standards; and

. compliance with AiM / London Stock Exchange and legal

requirements and good corporate governance practices;

. to discuss issues and recommendations arising from the audit
and any matters which the external auditors wish to discuss (in
the absence of management, where necessary);

. to review the external auditors' management letter and
managements response;

. to review annually the need for an internal audit function;

- [and the establishment of an operational audit
programme and, where relevant, to consider the
major findings of internal operational audit reviews
and management's response and to ensure co-
ordination between any internal and external auditors;

- to ensure that the Head of Internal Audit (where not a
member of The Committee) has the right of direct
access to the Chairman;

- to consider any internal audit programme and to
ensure that it is adequately resourced;

. give due consideration to any statutory and regulatory
requirements;

. review the consistency of accounting policies both on a year on
year basis and across the company/group;

. to review any statement to be made by the Board on internal
control systems in its annual report prior to its endorsement by
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the Board and generally to keep under review the effectiveness of
internal control systems;

. to consider the major findings of any internal or external
investigations and management's response to them; and

. to consider other topics, as may be requested by the Board.

7. REPORTING

(a) The Audit Committee shail report to the Board, identifying any matters in respect
of which it considers that action or improvement is needed or when it is not
satisfied with any aspect of the proposed financial reporting and making
recommendations as to the steps to be taken.

(b) The Audit Committee should review any statement to be made by the Company
in its annual report and accounts on internal control systems, and any other
areas within its remit, prior to endorsement by the Board.

(c) The chairman of the Audit Committee should attend the Company's annual
general meeting for the purpose of handling any questions or enquiries through
the Chairman of the Board, on the Audit Committee's activities and their
responsibilities.

8. MINUTES

The secretary of the Audit Committee shall circulate the minutes of each meeting of the
Audit Committee to all members of the Board and to the external auditors.

Adopted by resolution of the Board of Directors of GW Pharmaceuticals plc ata meeting held on
30 October 2006.

Last reviewed by Company Secretary: 16 November 2009
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