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TECUMSEH PRODUCTS COMPANY 

Audit Committee 

CHARTER 

 

Adopted by the Board of Directors:  June 29, 2010, as amended on June 27, 2014 

 

Purpose 

The purpose of the Committee shall be to assist the Board of Directors of Tecumseh Products 

Company (the “Company”) in its oversight of: 

 management’s conduct of the Company’s financial reporting process; 

 the integrity of the financial statements of the Company; 

 the Company’s compliance with legal and regulatory requirements, 

including the requirements of the Sarbanes-Oxley Act of 2002; 

 the independence and qualifications of the outside auditor; and 

 the performance of the Company’s internal audit function and outside 

auditor (by reviewing the financial reports and other financial information 

provided by the Company to any governmental or regulatory body, the 

public or other users thereof, the Company’s systems of internal 

accounting and financial controls, and the annual independent audit of the 

Company’s financial statements). 

In discharging its oversight role, the Committee is empowered to investigate any matter brought 

to its attention with full access to all books, records, facilities and personnel of the Company 

and the power to retain outside counsel, auditors or other experts for this purpose. The Company 

shall provide adequate resources to support the Committee’s activities, including compensation 

of the Company’s independent auditor and any counsel, other auditors and other advisors 

retained by the Committee. The Committee shall have the sole authority to retain, compensate, 

direct, oversee and terminate the Company’s independent auditor and any counsel, other auditors 

and other advisors hired to assist the Committee, who shall be accountable ultimately to the 

Committee. The outside auditor is ultimately accountable to the Board and the Committee. The 

Committee may request any officer or employee of the Company or the Company’s outside 

counsel or outside auditor to attend a meeting of the Committee or to meet with any members of, 

or consultants to, the Committee. 

Authority and Responsibility 

The Committee’s job is one of oversight, and it recognizes that the Company’s management is 

responsible for preparing the Company’s financial statements and that the outside auditor is 

responsible for auditing those financial statements. Additionally, the Committee recognizes that 

financial management (including the internal audit staff), as well as the outside auditor, have 
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more time, knowledge and more detailed information on the Company than do Committee 

members; consequently, in carrying out its oversight responsibilities, the Committee is not 

providing any expert or special assurance as to the Company’s financial statements or any 

professional certification as to the outside auditor’s work. 

The Committee is authorized to carry out the activities described below and other actions 

reasonably related to the Committee’s purposes or assigned by the Board from time to time. 

The Committee may form, and delegate any of its responsibilities to, a subcommittee so long as 

such subcommittee is solely comprised of one or more members of the Committee and such 

delegation is not otherwise inconsistent with law and applicable rules and regulations of the SEC 

and the Nasdaq Stock Market. 

Responsibilities Relating to Independent Registered Public Accounting Firms 

1. The Committee, in its capacity as a committee of the Board, shall have the 

ultimate authority and responsibility for the selection, appointment, 

compensation, retention or termination, and oversight of any registered public 

accounting firm the Company engages for the purpose of preparing or issuing an 

audit report or performing other audit, review, or attest services (referred to in this 

charter as the “outside auditor”). The responsibilities include resolution, as 

appropriate, of financial reporting disputes between management and the outside 

auditor, and ensuring the direct reporting relationship of the outside auditor to the 

Committee. 

2. The Committee, as a whole or through the Committee Chair, shall have the sole 

authority to approve all audit engagement fees and terms, as well as the authority 

to pre-approve any audit and nonaudit services provided to the Company by the 

Company’s outside auditor. 

3. In connection with evaluating the outside auditor’s independence, the Committee 

shall: 

 oversee the rotation of the lead audit partner having primary 

responsibility for the audit and the audit partner responsible for 

reviewing the audit, as required by law; 

 annually obtain from and review with the Company’s outside 

auditor a formal statement from the outside auditor delineating all 

relationships between the outside auditor and the Company which 

could impair or give the appearance of impairing the auditor’s 

independence. In assessing auditor independence, the Committee 

will rely primarily on sound business judgment and the guidelines 

established for auditor independence by Rule 2-01 of the SEC’s 

Regulation S-X (which may be amended from time to time) and 

other generally accepted standards or pronouncements which may 

govern or define standards of auditor independence; 



 3 
8672850.3 

 actively engage in a dialogue with the outside auditor with respect 

to the outside auditor’s independence and any disclosed 

relationships or services, and their impact on the outside auditor’s 

independence and objectivity; and 

 take or recommend that the Board take appropriate action in 

response to the outside auditor’s report to oversee the auditor’s 

independence. 

4. The Committee shall review audit and other reports from the outside auditors, and 

provide the outside auditors full access to the Committee to report on any and all 

appropriate matters.   

Responsibilities Relating to Financial Reporting Practices and Audit Procedures 

5. The Committee shall review the Company’s financial reporting practices, 

including its critical accounting policies and practices, significant changes in such 

policies or practices or in their application, and the key accounting decisions 

affecting the Company’s financial statements, including alternatives to, and the 

rationale for, the decisions made. 

6. The Committee shall meet with the outside auditor prior to the audit to review the 

proposed audit plan, budget, scope and approach, including coordination of the 

audit effort with internal audit. 

7. The Committee shall discuss with management and the outside auditor, as 

appropriate, any audit problems or difficulties, including any restrictions on the 

scope of the outside auditor’s activities or on access to requested information, and 

any significant disagreements with management, and management’s response. 

Among the items the Committee may want to review with the outside auditor are: 

 any accounting adjustments that were noted or proposed by the 

outside auditor but were “passed” (as immaterial or otherwise); 

 any communications between the audit team and the audit firm’s 

national office respecting auditing or accounting issues presented 

by the engagement; and 

 any “management” or “internal control” letter issued, or proposed 

to be issued, by the outside auditor to the Company. 

Responsibilities Relating to Financial Statements and Other Public Reports 

8. The Committee shall review and discuss with management and the outside auditor 

the annual audited financial statements and quarterly financial statements, 

including disclosures made in management’s discussion and analysis, as well as 

matters required to be reviewed under applicable legal, regulatory or Nasdaq 

requirements. In connection therewith: 
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 The Committee shall review with management and the outside 

auditor the audited financial statements to be included in the 

Company’s Annual Report on Form 10-K (or the Annual Report to 

Shareholders if distributed prior to the filing of Form 10-K) and 

review and consider with the outside auditor and management the 

matters required to be discussed by Statement of Auditing 

Standards (“SAS”) No. 61, as amended. 

 As a whole, or through the Committee Chair, the Committee shall 

review with the outside auditor and management the Company’s 

interim financial results to be included in the Company’s quarterly 

reports to be filed with the SEC and the matters required to be 

discussed by SAS No. 100, as amended. This review will occur 

prior to the Company’s filing of the Form 10-Q. 

 The Committee shall discuss with management, the internal audit 

staff and the outside auditor the quality and adequacy of the 

Company’s internal control over financial reporting, any special 

steps adopted in light of material weaknesses, and the adequacy of 

disclosures about changes in internal control over financial 

reporting. 

 The Committee shall discuss with management, the internal audit 

staff and the outside auditor management’s assessment of the 

Company’s internal control over financial reporting and the 

outside auditor’s attestation regarding the Company’s internal 

control over financial reporting prior to the filing of the 

Company’s Form 10-K. 

 The Committee shall review any disclosures made to the 

Committee by the Company’s CEO and CFO during their 

certification process for the Form 10-K and Form 10-Q regarding 

the effectiveness of the Company’s disclosure controls and 

procedures and any significant deficiencies in the design or 

operation of internal control over financial reporting or material 

weaknesses therein and any fraud involving management or other 

employees who have a significant role in the Company’s internal 

control over financial reporting. 

9. The Committee shall discuss with management and the outside auditor, as 

appropriate, earnings press releases and financial information and earnings 

guidance provided to analysts and to rating agencies, if any. 

10. The Committee shall render the required annual Committee report in the 

Company’s proxy statement. 
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Responsibilities Relating to Internal Audit Function 

11. The Committee, subject to any action that may be taken by the full Board, shall 

have the ultimate authority and responsibility for the resolution, as appropriate, of 

disputes regarding the design or operation of internal control over financial 

reporting between management and the internal audit staff and ensuring the direct 

reporting relationship of the internal audit function to the Committee. 

12. The Committee shall review decisions made by the Company’s internal corporate 

audit staff with respect to the following related matters: 

 purpose, authority and organizational reporting lines; 

 annual internal audit plan, budget and staffing; 

 the appointment, compensation and rotation of the corporate 

internal audit staff; 

 the appointment and replacement of the senior internal auditing 

executive; 

 restrictions, or limitations, on the internal audit function; and 

 the application of the Code of Ethics for Financial Managers. 

13. To the extent that internal audit is outsourced to a professional services firm, the 

Committee shall annually review that firm’s overall statement of qualifications, as 

well as the qualifications of the staff itself. 

14. The Committee shall review the significant reports to management prepared by 

the internal auditing department and management’s responses. 

15. The Committee shall review, with the CEO and the CFO, or such others as the 

Committee deems appropriate, the Company’s internal system of audit and 

financial controls and the results of internal audits. 

Responsibilities Relating to Ethical Matters and Conflicts of Interest 

16. The Committee shall: 

 review the process for communicating the Code of Conduct for All 

Directors, Officers, and Employees to Company personnel, and for 

monitoring compliance therewith; and 

 recommend to the Board that it grant waivers under the Code of 

Conduct for All Directors, Officers, and Employees, when 

appropriate. 
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17. The Committee shall oversee the Company’s compliance processes in general, 

effectiveness of the system for monitoring compliance with laws and regulations, 

the findings of any examinations by regulatory agencies, any auditor 

observations, the results of management’s investigation and follow-up (including 

disciplinary action) of any instances of noncompliance, and the Company’s risk 

management process in particular. In connection with these reviews, the 

Committee will meet, as deemed appropriate, with the General Counsel and other 

Company officers or employees. 

18. The Committee shall conduct as appropriate, and on an ongoing basis, a review of 

all related person transactions required to be disclosed in the Company’s public 

filings for potential conflict of interest situations. All such transactions must be 

approved by the Committee or another independent body of the Board. 

19. The Committee shall review with management the policies and procedures with 

respect to officers’ expense accounts and perquisites, including their use of 

corporate assets, and consider the results of any review of these areas by the 

internal audit staff or the outside auditor.  

Responsibilities Relating to Complaints 

20. The Committee shall establish procedures for: 

 the receipt, retention and treatment of complaints received by the 

Company, regarding accounting, internal accounting controls or 

auditing matters; and 

 confidential, anonymous submission by employees of the 

Company of concerns regarding questionable accounting or 

auditing matters. 

Other Responsibilities 

21. The Committee shall: 

 inquire of management and the outside auditor about significant 

risks or exposures facing the Company; and 

 assess the Company’s risk assessment and risk management 

policies, including the Company’s major financial risk exposures 

and steps taken by management to monitor and mitigate such 

exposures; and periodically review compliance with such steps. 

22. The Committee shall discuss with the Company’s General Counsel legal matters 

that may have a material impact on the financial statements or the Company’s 

compliance policies. 
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23. The Committee shall, as a whole or through the Committee Chair, discuss with 

management and the outside auditor any correspondence with regulators. 

Responsibilities Relating to Swaps, Uncleared Swaps and the End-User Exception 

 

24. The Committee shall review and approve the decision by the Company to enter 

into swaps that are exempt from the requirements of central clearing and/or 

trading on a designated contract market or swap execution facility, pursuant to the 

end-user exception under the applicable regulations and rules, and to set 

appropriate policies governing use of swaps, uncleared swaps, and the end-user 

exception by the Company and its subsidiaries. The Committee shall review and 

approve the decision to use uncleared swaps, and the policies governing the use of 

uncleared swaps, at least annually or more often upon a triggering event, 

including but not limited to a change in the Company’s hedging policy. 

Membership 

The membership of the Committee will be comprised of at least three directors, designated by 

and serving at the pleasure of the Board. 

All members of the Committee shall satisfy the independence requirements of the Securities 

Exchange Act of 1934 and the rules of the Securities and Exchange Commission (“SEC”) 

thereunder, as well as the independence and experience requirements of the Nasdaq Stock Market 

or such other exchange as the Corporation may be listed on from time to time. All members shall 

be able to read and understand fundamental financial statements, including the Company’s 

balance sheet, income statement, cash flow statement, and statement of other comprehensive 

income. 

At least one member shall have past employment experience in finance or accounting, requisite 

professional certification in accounting, or any other comparable experience or background 

which results in the individual’s financial sophistication, including being or having been a chief 

executive officer, chief financial officer, or other senior officer with financial oversight 

responsibilities. 

Committee Meetings and Procedures 

A. The Committee shall meet as often as it determines necessary, but not less than quarterly. 

Meetings of the Committee may be held telephonically. The Committee Chair or a majority of the 

Committee members may call special meetings of the Committee, as circumstances require. The 

Committee will invite members of management, auditors or others to attend meetings and 

provide pertinent information, as necessary. The Committee will hold private audit and executive 

sessions. Meeting agendas will be prepared and provided in advance to members along with 

appropriate briefing materials. The Committee will perform other activities related to this charter 

as requested by the Board. The Committee will keep minutes of its meetings. The minutes will 

be circulated among the members of the Committee and the Board. 

B. The Committee shall meet separately at least quarterly with management, with the 

internal audit staff and also with the Company’s outside auditor. 
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C. The Committee shall report its activities, issues, and recommendations to the Board after 

each Committee meeting. 

D. The Committee shall review at least annually the adequacy of this charter and recommend 

any proposed changes to the Board for approval. 

E. A majority of the members of the Committee will constitute a quorum for the transaction 

of business. Action of the Committee must be authorized by the affirmative votes of a majority of 

the members present at a meeting at which a quorum is present. 

Committee Chair; Procedures 

The Board of Directors may designate one of the Committee members as Chair of the 

Committee, and if it does not, the Committee will select one of its members to serve as Chair. A 

Chair designated by the Board of Directors will serve at the pleasure of the Board, and a Chair 

selected by the Committee will serve at the pleasure of the Committee. The Chair will preside at 

all Committee meetings at which he or she is present. The Committee may fix its own rules of 

procedure so long as they do not conflict with the Corporation’s articles of incorporation, the 

resolutions establishing the Committee, or state law. 

Records and Reports 

The Committee will keep a record of its proceedings and report them to the Board of Directors at 

such times as the Board may specify. 

 


