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AUDIT COMMITTEE CHARTER 
 

Purpose 
 
This charter establishes the responsibilities of the Audit Committee (“Committee”) of the 
Board of Directors (“Board”) of The Valspar Corporation (the “Company”).  The 
Committee shall review and reassess the charter at least annually and obtain the 
approval of the Board of Directors.  The Committee shall provide the New York Stock 
Exchange with timely annual written affirmation of having conducted such review and 
reassessment. 
 
Composition 
 
The Committee shall be members of, and appointed by, the Board of Directors and shall 
be comprised of at least three Directors, each of whom are independent of management 
and the Company.  Members of the Committee shall be considered independent as long 
as they do not accept any consulting, advisory, or other compensatory fee (other than 
Board or Committee fees) from the Company and are not an affiliated person of the 
Company or its subsidiaries, and meet the independence requirements of the stock 
exchange listing standards.  Each member of the Committee shall be financially literate, 
as such qualification is interpreted by the Board in its business judgment, or must 
become financially literate within a reasonable period of time after his or her appointment 
to the Committee; and at least one member shall be an “Audit Committee financial 
expert” as defined by the SEC regulations.  The members and Chair of the Audit 
Committee shall be appointed by the Board of Directors and shall continue to act until 
their successors are elected, but shall be subject to removal at any time by a majority of 
the Board.  Any resulting vacancy may be filled by the Board. 
 
Statement of Policy 
 
The Audit Committee shall provide assistance to the Board of Directors in fulfilling its 
oversight responsibility to the shareholders, potential shareholders, the investment 
community, and others relating to: the integrity of the Company’s financial statements; 
the financial reporting process; the systems of internal accounting and financial controls; 
the performance of the Company’s internal audit function and independent auditors; the 
independent auditor’s qualifications and independence; and the Company’s compliance 
with ethics policies, environmental and safety regulations and legal and other regulatory 
requirements.  In so doing, it is the responsibility of the Committee to maintain free and 
open communication between the Committee, independent auditors, the internal 
auditors, and management of the Company.   
 
Responsibilities 
 
The primary responsibility of the Audit Committee is to oversee the Company’s financial 
reporting process on behalf of the Board and report the results of their activities to the 
Board.  Management is responsible for the preparation, presentation, and integrity of the 
Company’s financial statements and for the appropriateness of the accounting principles 
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and reporting policies that are used by the Company. The independent auditors are 
responsible for auditing the Company’s financial statements and for reviewing the 
Company’s unaudited interim financial statements. 
 
In carrying out its responsibilities, the Committee believes its policies and procedures 
should remain flexible, in order to best respond to changing conditions and to ensure the 
Board and shareholders that the corporate accounting and reporting practices of the 
Company are in accordance with all requirements.  The Committee shall meet at such 
times as determined by the Chair of the Committee.  A majority of the members of the 
Committee shall constitute a quorum for the transaction of business.  The Committee 
may delegate one or more of its functions to subcommittees established from time to 
time by the Committee, but the Committee remains responsible for any function 
delegated to a subcommittee. 
 
In carrying out these responsibilities, the Committee will: 
 
• Review and reassess the charter at least annually and obtain the full Board’s 

approval of this Charter. 
 

• The Audit Committee shall be directly responsible for the appointment and 
termination (subject to Board review and shareholder approval or ratification, if 
applicable), compensation and oversight of the work of the independent auditors.  
The Committee is responsible for ensuring the independence of the independent 
auditors.  The Committee shall annually obtain from the independent auditors a 
formal written statement delineating all relationships between the independent 
auditors and the Company and shall review any disclosed relationships between the 
independent auditors and the Company and the nature and scope of other 
professional services provided to the Company that may adversely affect the 
independence of the auditors. 
 

• Review and approve management’s termination or replacement of the director of 
internal audit. 

 
• Pre-approve all audit and non-audit services provided by the independent auditors 

and shall not engage the independent auditors to perform the certain non-audit 
services prohibited by law or regulation.  The Committee may delegate pre-approval 
authority to the Committee Chair.  The decision of the Committee Chair on pre-
approval must be presented to the full Audit Committee at its next scheduled 
meeting.   

 
• Meet with the independent auditors and financial management of the Company to 

review the scope of the proposed audit and the quarterly reviews for the current year, 
the procedures to be utilized, and the independent auditor’s compensation.  At the 
conclusion of the audit, review the management letter issued by the independent 
auditors, including management’s response and corrective actions taken. 

 
• Review and approve all related party transactions required to be disclosed and 

discuss with management the business rationale for the transactions and whether 
appropriate disclosures have been made. 
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• Review and obtain, at least annually, the independent auditor’s internal quality 
control procedures and any material issues raised by the most recent quality control 
review within the preceding five years and any steps taken to deal with any such 
issues. 

 
• Confirm with independent auditors that they are ultimately accountable to the Board 

and the Committee 
 

• Review, at least annually, with the independent auditors, the Company’s internal 
auditor and financial and accounting personnel, the adequacy and effectiveness of 
the internal quality control procedures of the Company.  The Committee shall elicit 
any recommendations for the improvement of such internal controls or particular 
areas where new or more detailed controls or procedures are desirable.  The 
Committee shall discuss with management, the internal auditor and the independent 
auditors the adequacy and effectiveness of the accounting and financial controls 
including the Company’s policies and procedures to assess, monitor and manage 
significant risks or exposures and legal and ethical compliance programs (i.e. 
Company’s code of ethics). 
 

• Annually review the Company's compliance with environmental and safety 
regulations. 

 
• Discuss with management its process for performing its required quarterly 

certifications under Section 302 of the Sarbanes-Oxley Act. 
 
• Review with management and independent auditors the critical accounting policies 

and practices of the Company and discuss alternative treatments of financial 
information within generally accepted accounting principles. 

 
• Review with senior management the Company’s overall anti-fraud programs and 

controls. 
 
• Review and discuss earnings press releases, interim financial statements and 

disclosures under Management’s Discussion and Analysis of Financial Condition and 
Results of Operations with management and the independent auditors prior to the 
filing of the Company’s Quarterly Report on Form 10-Q.  Review with financial 
management and the independent auditors any significant matters identified during 
the quarterly interim reviews conducted by the independent auditors.  The 
Committee may delegate these tasks to the Audit Committee Chair. 

 
• Review the internal audit function of the Company including the independence and 

authority of its reporting obligations; the proposed audit plans for the coming year 
and the coordination of such plans with the independent auditors, including staffing. 

 
• Review semiannually a summary of significant findings from internal audits and a 

progress report on the proposed internal audit plan, with explanations for major 
deviations from the original plan. 

 
• Annually review with financial management and the independent auditors the results 

of their timely analysis of significant financial reporting issues and practices, 

 3



 

including changes in, or adoptions of, accounting principles and disclosure practices.  
Also, review with financial management and the independent auditors their 
qualitative judgments about the appropriateness, not just acceptability, of accounting 
principles, underlying estimates and financial disclosure practices used by the 
Company. 

 
• Discuss with management, the internal auditors, and the independent registered 

public accountants any (1) changes in internal control over financial reporting that 
have materially affected or are reasonably likely to materially affect the Company’s 
internal control over financial reporting that are required to be disclosed and (2) any 
other changes in internal control over financial reporting that were considered for 
disclosure in the Company’s periodic filings with the SEC. 

 
• Review with management and the independent auditors the financial statements and 

disclosures under Management’s Discussion and Analysis of Financial Condition and 
Results of Operations 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), 
including their judgment about the quality, not just the acceptability, of accounting 
principles, the reasonableness of significant judgments, and the clarity of the 
disclosures in the financial statements.  Also, the 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. 

 
• Provide sufficient opportunity for the internal and independent auditors to meet with 

the members of the Committee, without members of management present.  Among 
the items to be discussed in these meetings are the auditors’ evaluation of the 
Company’s financial, accounting and auditing personnel and the cooperation that the 
independent auditors received during the course of audit.  Additionally, the 
Committee shall have the opportunity to meet separately with management. 
 

• Report the results of the annual audit to the Board and make a timely 
recommendation to the Board as to the inclusion of the audited financial statements 
in the Annual Report on Form 10-K for filing with the Securities and Exchange 
Commission. 

 
• Prepare an Audit Committee Report as required by the Securities and Exchange 

Commission to be included in the Company's annual proxy statement. 
 
• Submit the minutes of all meetings of the Committee to, or discuss the matters 

discussed at each Committee meeting with, the Board. 
 

• Investigate any matter brought to the attention of the Committee within the scope of 
its duties, with the power to retain outside counsel for this purpose if, in the 
Committee’s judgment, that is appropriate.  Receive corporate attorneys’ reports of 
evidence of a material violation of securities laws or breaches of fiduciary duty. 

 
• Establish procedures for the receipt, retention, and treatment of complaints received 

by the Company regarding accounting, internal accounting controls, or auditing 

 4



 

 5

 
• Set clear hiring policies for employees or former employees of the independent 

auditors that meet the SEC regulations and stock exchange listing standards. 
 
• Perform an evaluation of the Committee’s performance at least annually to determine 

whether it is functioning effectively. 
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