
CHARTER OF THE AUDIT COMMITTEE 
of 

TODD SHIPYARDS CORPORATION 
 

This Audit Committee Charter (“Charter”) was adopted by the Board of Directors (“Board”) of 
Todd Shipyards Corporation (“Company”) on May 21, 2004. 

 
I.  Purpose 
 
The Audit Committee of Todd Shipyards Corporation is a standing committee of the Board of 
Directors of the Corporation established by action of the Board permitted under the By-Laws of 
the corporation and the Delaware General Corporation Law.  The primary objective and role of 
the Audit Committee is to assist the Board in fulfilling the Board’s responsibilities by reviewing 
(i) the financial information provided by the corporation to shareholders and others, (ii) the 
accounting practices and principles followed by the corporation, (iii) compliance with the 
established accounting practices and principles, (iv) the process by which financial information is 
generated and audited, and (v) compliance with legal and regulatory requirements.  It is intended 
that such review shall address the appropriateness and quality of the corporation’s financial 
reporting as well as its adequacy and accuracy. 
 
 
II.  Membership 
 
The Audit Committee shall consist of at least three members of the Board of Directors appointed 
annually by the full Board of Directors following its first meeting subsequent to its election at the 
Annual Meeting of Shareholders of the corporation.  Each person appointed to membership on 
the Audit Committee shall be independent of management of the Company in accordance with 
criteria established by the principal market for the Company’s Common Stock, applicable laws, 
and rules and regulations of the Securities and Exchange Commission (“SEC”).  Each person 
appointed to membership on the Audit Committee shall be financially literate and at least one 
member of the Committee shall be an “audit committee financial expert” as that term is defined in 
Section 401(h) of Regulation S-K promulgated by the SEC.  The Board of Directors may remove 
any member of the Committee during the period of appointment.  The Audit Committee shall 
select from its members a Chairman.   
 
 
III.  Meetings and Procedures 
 
The Chairman shall preside at each meeting of the Committee and set the agendas for Committee 
meetings.  The Committee shall have the authority to establish its own rules and procedures for 
notice and conduct of its meetings so long as they are not inconsistent with any provisions of the 
Company’s certificate of incorporation or bylaws that are applicable to the Committee. 
 
The Committee, in its entirety, shall meet at least twice per year and more frequently as the 
Committee deems necessary.  The Committee (or the Committee Chairman if so designated by 
the Committee) shall also meet quarterly to review the Company’s Form 10-Q prior to its filing. 
  
The Company shall provide appropriate funding to be used as determined in the discretion of the 
Audit Committee to provide for the payment of compensation (i) to the Company’s independent 
auditors in connection with the issuance of such auditors’ report upon the financial statements of 



the Company and (ii) to such independent counsel or other advisers as may be deemed necessary 
or appropriate by the Audit Committee in fulfilling its role hereunder. 
 
The Chairman of the Committee shall report to the Board following meetings of the Committee 
and as otherwise requested by the Chairman of the Board.  
 
The Committee may conduct or authorize investigations into any matters within the scope of the 
powers and responsibilities delegated to the Committee. 
 
 
IV.  Duties and Responsibilities 
 
The Audit Committee shall exercise an oversight function with respect to the Company’s 
preparation and dissemination of financial information and shall report on such topics to the 
Board of Directors.  This review function to be performed by the Audit Committee is not 
intended to relieve the Company’s financial management executives from responsibility for 
maintaining and presenting financial information nor to relieve the independent auditors engaged 
by the corporation from their responsibilities.  The goal of the Audit Committee’s activities is to 
maintain free and open communications among the Company’s directors, independent auditors, 
and internal financial management and accounting staffs as a means of achieving full and fair 
financial disclosure.  The Manager of Internal Audit shall report directly to the Chairman of the 
Audit Committee and shall provide to the Audit Committee copies of all significant reports 
provided by Internal Audit to management, together with copies of management’s responses 
thereto. 
 
Although it is expected that the Audit Committee will adopt flexible policies and procedures in 
order to address changing conditions and concerns, it is expected that the following tasks will be 
performed by the Audit Committee on a recurring basis: 
 
• The Audit Committee shall have a clear understanding with management and the independent 

auditors that the independent auditors are ultimately accountable to the board and the Audit 
Committee, as representatives of the Company’s shareholders.  The Audit Committee is 
directly responsible for the appointment, compensation, and oversight of the work of the 
independent auditors.   The Audit Committee shall pre-approve (or establish procedures for 
pre-approval) any non-audit services to be provided to the Company by the independent 
auditors.  The Audit Committee shall have the ultimate authority and responsibility to 
evaluate and, where appropriate, replace the independent auditors.  The Audit Committee 
shall discuss with the independent auditors their independence from management and the 
Company and the matters included in the written disclosures required by the Independence 
Standards Board.  Annually, the Audit Committee shall review and recommend to the Board 
the selection of the Company’s independent auditors. 

• The Audit Committee shall discuss with management and the independent auditors the 
overall scope and plans for the audit including the adequacy of staffing and compensation.  
The Audit Committee shall discuss with management and the independent auditors the 
adequacy and effectiveness of the accounting and financial controls, including the 
Company’s system to monitor and manage business risk, and legal and ethical compliance 
programs.  The Audit Committee shall meet separately with the independent auditors and 
with internal audit personnel, with and without management present, to discuss the results of 
their examinations. 



• The Audit Committee shall discuss and review with management and or the independent 
auditors, as appropriate: (a) any major issues regarding accounting principles and financial 
statement presentations, including any significant changes in the Company’s selection or 
application of accounting principles, and major issues as to the adequacy of the Company’s 
internal controls and any special audit steps adopted in light of material control deficiencies; 
(b) analyses prepared by management and/or the independent auditors setting forth significant 
financial reporting issues and judgments made in connection with the preparation of financial 
statements, including analyses of the effects of alternative GAAP methods on the financial 
statements; and (c) the effect of regulatory and accounting initiatives, as well as off-balance 
sheet structures, if any, on the financial statements of the Company. 

• The Audit Committee shall review the interim financial statements and the MD&A with 
management and the independent auditors prior to the filing of the Company’s Quarterly 
Report on Form 10-Q.  The Audit Committee shall discuss the results of the quarterly review 
and any other matters required to be communicated to the committee by the independent 
auditors under generally accepted auditing standards.  The Committee shall also review the 
earnings press release prior to issuance.  The chairman of the Audit Committee may represent 
the entire committee for the purposes of such reviews.   

• The Audit Committee shall review with management and the independent auditors the 
financial statements to be included in the Company’s Annual Report on Form 10-K, 
including their judgment about the quality, not just acceptability, of accounting principles, the 
reasonableness of significant judgments, and the clarity of the disclosures in the financial 
statements.  The review shall also include the press release announcing earnings, the MD&A 
as included in the 10-K and a review with management of reports on internal controls.  The 
Audit Committee shall discuss the results of the annual audit and any other matters required 
to be communicated to the committee by the independent auditors under generally accepted 
auditing standards.  

• The Audit Committee shall discuss policies with respect to risk assessment and risk 
management.  The Audit Committee shall further discuss with the Company’s General 
Counsel any significant legal, compliance or regulatory matters that may have a material 
effect on the financial statements or the Company’s business, financial statements or 
compliance policies, including material notices to or inquiries received from governmental 
agencies. 

• The Audit Committee shall review the internal audit department’s staffing, budget and 
responsibilities.  The Committee shall review and approve the internal audit plan and shall 
also communicate with the Manager of Internal Audit at any time, as needed, to address 
concerns. 

• The Audit Committee shall receive copies of and review on a timely basis reports from the 
independent auditors (including any other outside auditors) together with copies of all 
material written correspondence between such auditors and management. 

• The Audit Committee shall review and evaluate the qualifications, performance and 
independence of the lead partner assigned to the engagement by the independent auditors. 

• The Audit Committee shall set clear hiring policies applicable to the hiring of employees or 
former employees of the independent auditors by the Company. 



• The Audit Committee shall review and discuss with management the types of financial 
information and earnings guidance provided, and the types of presentations made, to analysts 
and rating agencies. 

• The Audit Committee shall prepare the report of the Audit Committee as required by the rules 
of the Securities and Exchange Commission to be included in the Company’s annual proxy 
statement. 

The Audit Committee shall establish procedures for (i) the receipt, retention and treatment of 
complaints received by the Company regarding accounting, internal accounting controls or 
auditing matters and (ii) the confidential, anonymous submission by employees of the Company 
of concerns regarding questionable accounting or auditing matters.  
 
The Audit Committee shall conduct and present to the Board an annual performance evaluation of 
the Committee, including its recommendation (if any) for changes in this Charter. 
 
 
V.  Ratification, Amendments and Disclosure 
 
This Charter has been adopted by the Members of the Audit Committee and confirmed by the 
Board of Directors of the Company.  No amendment to the Charter or action of the Board of 
Directors which would limit or restrict the duties, responsibilities, powers and rights of the Audit 
Committee or which would alter the qualifications for membership on the Audit Committee shall 
be effective without the consent of a majority of the members of the Audit Committee.   
 
This Charter shall be made available on the Company’s web site at www.toddpacific.com  and to 
any shareholder who otherwise requests a copy. The Company’s Annual Report to Shareholders 
shall state the foregoing. 
 

http://www.toddpacific.com/

