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Mandate of the Audit Committee 

Purpose of Audit Committee 

The Audit Committee has been formed by the Board of Directors to assist the Board in fulfilling its oversight responsibilities. The 
Audit Committee’s primary duties and responsibilities are to: 

 review and report to the Board on the financial statements, related MD&A and other financial disclosures of the 
Company; 

 monitor the integrity of the financial reporting process and system of internal controls in respect of the Company’s 
financial reporting and accounting compliance; 

 monitor the management of the principal risks that could impact the financial reporting and related disclosure of the 
Company; and 

 monitor the independence, qualifications and performance of the Company’s external auditors and internal auditing 
department. 

 monitor the Company’s compliance with legal and regulatory requirements in all jurisdictions in which the Company 
carries on business. 

 establish and monitor procedures for adherence to reporting requirements. 

The Audit Committee has the authority to conduct any investigation appropriate to fulfilling its responsibilities and has direct access 
to the external auditors as well as any officer or employee of the Company. 

Audit Committee Composition, Meetings and Organization 

Composition: 

The Audit Committee members shall meet the requirements of the Business Corporations Act (Ontario) (the “OBCA”) and National 
Instrument 52-110. The Audit Committee shall be comprised of three or more directors as determined by the Board, a majority of 
whom must be resident Canadians (as defined in the OBCA), each of whom shall be independent directors (as defined in 
Schedule “A”) and none of whom shall be officers or employees of the Company or its affiliates. All members of the Audit 



              Linamar Corporation                                                   

 
 

 

Linamar Corporation | 287 Speedvale Ave., W., Guelph. Ontario, Canada, N1H 1C5   Tel: 519 836 7550 Fax: 519 824 8479  

  linamar.com 

 

Committee shall be financially literate (as defined in Schedule “A”).  A director who is not financially literate may be appointed to the 
Audit Committee provided that such director becomes financially literate within a reasonable period of time following his or her 
appointment. 

Appointment of Members and Chair: 

Members of the Audit Committee shall be appointed by the Board on the recommendation of the Human Resources and Corporate 
Governance Committee and shall serve at the pleasure of the Board, or until the close of the next annual meeting of shareholders 
of the Company. If the Chair of the Audit Committee is not designated or present at a duly called meeting of the Audit Committee, 
the members of the Audit Committee may designate a Chair by a majority vote of the Audit Committee membership. 

Meetings: 

The Audit Committee shall meet at least four times annually, or more frequently as circumstances dictate. The Audit Committee 
Chair, any member of the Audit Committee, the external auditors or the Executive Chairman of the Board may, with reasonable 
notice, call a meeting of the Audit Committee by notifying the secretary of the Board who will notify the members of the Audit 
Committee. The external auditors are entitled to receive notice of every meeting of the Audit Committee and to attend and be heard 
at such meetings. A majority of the members of the Audit Committee shall constitute a quorum.  The Audit Committee Chair shall 
prepare and approve an agenda in advance of each meeting.   

The Audit Committee should meet privately at least annually with management, the external auditors, and as a committee to 
discuss any matters that the Audit Committee or any of these groups believe should be discussed. 

Access to Outside Advisors: 

The Audit Committee shall have the authority to retain external legal counsel and other advisors to assist it in fulfilling its 
responsibilities.  The Company shall provide appropriate funding, as determined by the Audit Committee, for the services of these 
advisors. 

Audit Committee Responsibilities and Duties 

The Audit Committee shall have the duties and responsibilities set out below as well as any other functions that are specifically 
delegated to the Audit Committee by the Board.  In addition to these duties and responsibilities, the Audit Committee shall perform 
the duties required of the Audit Committee by the OBCA, binding requirements of the stock exchanges on which the securities of 
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the Company are listed and all other applicable laws.  The Audit Committee may designate a sub-committee to review any matter 
within this Mandate. 

Review Procedures 

The Audit Committee shall review and report to the Board on the Company’s annual audited financial statements, unaudited 
quarterly financial statements, related MD&A, annual and interim earnings press releases and other related financial disclosures 
(including financial disclosures of the Company provided in prospectuses) prior to filing or distribution. The Audit Committee’s 
review should include discussions with management and the external auditors of significant issues regarding accounting principles, 
practices, and significant management estimates and judgments. 

At least annually, in consultation with management and the external auditors, the Audit Committee shall consider the integrity of the 
Company’s financial reporting processes and internal controls. The Audit Committee shall discuss significant financial risk 
exposures and the steps management has taken to monitor, control, and report such exposures. The Audit Committee shall also 
review significant findings prepared by the external auditors together with management’s responses. 

The Audit Committee shall review the effectiveness of the overall process for identifying the principal risks affecting financial 
reporting and the steps Management has taken to monitor, control and report thereon and provide the Audit Committee’s view to 
the Board. 

The Audit Committee shall review and assess the adequacy of this Mandate at least annually and submit this Mandate to the Board 
for approval. 

The Audit Committee will review any material changes in accounting standards and securities policies or regulation relevant to the 
Company’s financial statements. 

The Audit Committee shall review with management and the external auditors all matters required to be communicated to the 
Committee under generally accepted auditing standards. 

The Audit Committee shall review the process relating to and the certifications of the Chief Executive Officer and the Chief 
Financial Officer on the integrity of the Company’s quarterly and annual consolidated financial statements. 

The Committee shall review annually a letter of certification from the Chief Executive Officer on the Company’s compliance with the 
Code of Conduct. 
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External Auditors 

The Audit Committee is responsible for overseeing the work of the external auditors who report directly to the Committee.  The 
Audit Committee shall, at least annually, review the independence and performance of the external auditors, including the 
qualifications and performance of the lead partners of the external auditors, and recommend to the Board the appointment and the 
compensation of the external auditors or approve any discharge of the external auditors when circumstances warrant. 

The Audit Committee shall pre-approve all non-audit services to be provided to the Company or its subsidiary entities by the 
external auditors. 

At least annually, the Audit Committee shall review and discuss with the external auditors all significant relationships they have with 
the Company that could impair the external auditors’ independence. 

At least annually, the Audit Committee shall review the external auditors’ audit plan and discuss and approve the audit scope, 
staffing, locations, reliance upon management, and general audit approach. 

Prior to releasing the year-end financial results, the Audit Committee shall discuss the results of the audit with the external auditors 
and discuss any matters required to be communicated to audit committees in accordance with the standards established by the 
Canadian Institute of Chartered Accountants. 

The Audit Committee shall consider the external auditors’ judgments about the quality and appropriateness of the Company’s 
accounting principles as applied in the Company’s financial reporting. 

The Audit Committee shall review with the external auditors any audit problems or difficulties and management’s response thereto. 

Internal Audit Department and Compliance 

At least annually, the Audit Committee shall review the independence of the internal audit department from management and 
review any difficulties encountered by the internal audit department in the course of its internal audit. 

At least annually, the Audit Committee shall review with the Company’s counsel any legal matters that could have a significant 
impact on the organization’s financial statements, the Company’s compliance with applicable laws and regulations, and inquiries 
received from regulators or government agencies. 
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At least annually, the Audit Committee shall review the report on compliance with the Company’s Code of Conduct and any 
instances of material deviation therefrom with corrective actions taken. 

Other Audit Committee Responsibilities 

At least annually, the Audit Committee shall assess its effectiveness and each of its members against this Mandate and report the 
results of the assessment to the Board. 

At least annually, the Audit Committee shall disclose this Mandate to shareholders, as required by applicable law. 

The Audit Committee shall maintain minutes of its meetings and periodically report to the Board on significant results of its activities 
and deliberations. 

The Audit Committee shall review senior financial and accounting personnel succession planning within the Company. 

The Audit Committee shall review and approve the Company’s hiring policies regarding partners, employees and former partners 
and employees of the present and former external auditors of the Company.  This policy is defined in the Standard Practice 
Manual, # 4-000X. 

The Audit Committee shall receive reports from management in respect of procedures established for the receipt, retention and 
treatment of complaints received by the Company regarding accounting, internal accounting controls, or auditing matters, including 
the confidential, anonymous submissions by employees of concerns regarding questionable accounting or auditing matters and 
from the IT Security Committee. 

The Chair of the Audit Committee shall coordinate orientation and continuing director development programs relating to this 
Mandate for Audit Committee members. 

Currency of the Audit Committee Mandate 

Last approved by the Board on August 8, 2019 
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SCHEDULE "A" 

Definitions1: 

Meaning of Independence --   

1. A member of the Audit Committee is independent if the member has no direct or indirect material relationship with the 
Company. 

2. For the purposes of Section 1, a material relationship means a relationship which could, in the view of the Company's 
Board of Directors, reasonably interfere with the exercise of a member's independent judgment. 

3. Despite Section 2, the following individuals are considered to have a material relationship with the Company: 

a. an individual who is, or has been within the last three years, an employee or executive officer of the Company; 

b. an individual whose immediate family member is, or has been within the last three years, an executive officer of 
the Company; 

c. an individual who is a partner or employee of a firm that is the internal or external auditor of the Company, or was 
within the last three years a partner or employee of that firm and personally worked on the Company’s audit 
within that time; 

d. an individual whose spouse, minor child or stepchild, or child or stepchild who shares a home with the individual, 
is a partner or employee of a firm that is the internal or external auditor of the Company; or is an employee of that 
firm and participates in its audit, assurance or tax compliance (but not tax planning) practice; or was within the 
last three years a partner or employee of that firm and personally worked on the Company’s audit within that 
time; 

                                                      
1 Derived from National Instrument 52-110 – Audit Committees 
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e. an individual who, or whose immediate family member, is or has been within the last three years, an executive 
officer of an entity if any of the Company's current executive officers serve or served at that same time on the 
entity's compensation committee; and 

f. an individual who received, or whose immediate family member who is employed as an executive officer of the 
Company received, more than $75,000 in direct compensation from the Company during any 12 month period 
within the last three years; 

g. an individual who: 

i. accepts, directly or indirectly, any consulting, advisory or other compensatory fee from the Company or 
any subsidiary entity of the Company, other than as remuneration for acting in his or her capacity as a 
member of the Board of Directors or any Board committee, or as a part-time chair or vice-chair of the 
Board or any Board committee; or 

ii. is an affiliated entity of the Company or any of its subsidiary entities. 

4. Despite Section 3, an individual will not be considered to have a material relationship with the Company solely because:  

a. he or she had a relationship identified in Section 3 if that relationship ended before March 30, 2004; or 

b. he or she had a relationship identified in Section 3 by virtue of Section 9. 

5. For the purposes of Sections 3(c) and (d), a partner does not include a fixed income partner whose interest in the internal 
or external auditor is limited to the receipt of fixed amounts of compensation (including deferred compensation) for prior 
service with an internal or external auditor if the compensation is not contingent in any way on continued service. 

6. For the purposes of Section 3(f), direct compensation does not include (i) any remuneration for acting in his or her 
capacity as a member of the Board of Directors or any Board committee or (ii) any fixed amounts of compensation under 
a retirement plan (including deferred compensation) for prior service with the Company if the compensation is not 
contingent in any way on continued service. 

7. For the purposes of Section 3(g): 
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a.  the indirect acceptance by an individual of any consulting, advisory or other compensatory fee includes 
acceptance of a fee by 

i. an individual's spouse, minor child or stepchild, or a child or stepchild who shares the individual's home; 
or 

ii. an entity in which such individual is a partner, member, an officer such as a managing director 
occupying a comparable position or executive officer, or occupies a similar position (except limited 
partners, non-managing members and those occupying similar positions who, in each case, have no 
active role in providing services to the entity) and which provides accounting, consulting, legal, 
investment banking or financial advisory services to the Company or any subsidiary entity of the 
Company; and 

b. compensatory fees do not include the receipt of fixed amounts of compensation under a retirement plan 
(including deferred compensation) for prior service with the Company if the compensation is not contingent in any 
way on continued service. 

8. Despite Section 3, a person will not be considered to have a material relationship with the Company solely because he or 
she: 

a. has previously acted as an interim Chief Executive Officer of the Company; or 

b. acts, or has previously acted, as a chair or vice-chair of the Board of Directors or any Board committee on a part-
time basis. 

9. For the purposes herein (other than Sections 3(g) and (7), reference to the Company includes a subsidiary entity of the 
Company. 

Meaning of Financial Literacy -- An individual is financially literate if he or she has the ability to read and understand a set of 
financial statements that present a breadth and level of complexity of accounting issues that are generally comparable to the 
breadth and complexity of the issues that can reasonably be expected to be raised by the Company's financial statements. 
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Mandate of the Human Resources and Corporate Governance Committee 

Purpose of the Committee: 
 
The Committee assists the Board of Directors by: 

 

 Reviewing the effectiveness with which the Corporation meets its obligations pertaining to the Human Resources, 
Corporate Governance, Environment, Health & Safety, and Capital Accumulation Plans. 

 

 Reviewing the effectiveness with which the Corporation: (a) establishes appropriate Human Resources, Corporate 
Governance, Environment, Health & Safety, and Capital Accumulation Plan policies; and (b) has and maintains 
management systems to implement such policies and monitor compliance therewith. 

 

 Establishing and monitoring adherence to procedures for identifying and entering into transactions with related parties, 
including procedures for the identification of potential conflicts of interest and resolution thereof. 

 
The Committee does not have decision making authority, except where and to the extent that such authority is expressly delegated 
by the Board of Directors.  The Committee conveys its findings and recommendations to the Board of Directors for consideration 
and, where required, action by the Board of Directors. 
 
As the Committee is responsible for Linamar global operations all reports to the Board must clearly include data for all geographical 
locations and the reporting of such must contain reference to legal and regulatory standards for those jurisdictions. 
 
Composition & Organization: 
 
The Human Resources and Corporate Governance Committee of the Board of Directors shall consist of a minimum of three 
Directors.  Members of the Committee shall be appointed and may be removed by the Board of Directors.  All members of the 
Committee shall be independent Directors. 
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Responsibilities & Duties: 
 
A. Corporate Governance 

 
The Committee shall assist the Board in identifying qualified individuals to become Board members, in determining 
the composition of the Board of Directors and its Committees, in monitoring a process to assess Board effectiveness 
and in developing and implementing the Company's corporate governance guidelines. 
 
In furtherance of this purpose, the Committee shall have the following authority and responsibilities:  
 
1. To participate in the search for individuals qualified to become members of the Board of Directors and to select 

Director nominees to be presented for shareholder approval at the annual meeting. The Committee shall 
recommend individuals as Director nominees who shall have the highest personal and professional integrity, who 
shall have demonstrated exceptional ability and judgment and who shall be most effective, in conjunction with the 
other nominees to the Board, in collectively serving the long-term interests of the shareholders.  

 
2. To review the Board of Directors' Committee structure and to recommend to the Board for its approval Directors to 

serve as members of each Committee. The Committee shall review and recommend Committee slates annually 
and shall recommend additional Committee members to fill vacancies as needed.  

 
3. To develop and recommend to the Board of Directors for its approval a set of corporate governance guidelines. 

The Committee shall review the guidelines on an annual basis, or more frequently if appropriate, and recommend 
changes as necessary. 

 
4. To develop and recommend to the Board of Directors for its approval an annual evaluation process of the Board 

and its Committees. The Committee shall oversee the annual evaluations. 
 

5. To review on an annual basis Director compensation and benefits. 
 

6. The Committee shall review annually a letter of certification from the Chief Executive Officer on the Company’s 
compliance with the Code of Conduct. 

 
7. At least annually, the Human Resources and Corporate Governance Committee shall: 
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o review a summary of related party transactions and potential conflicts of interest of directors and officers 

of the Company; 

o review the practices of the Company to identify any transactions with related parties; and 

o monitor the procedures established to identify and resolve conflicts of interest. 

 
B Executive Compensation 

 
1.   With respect to matters of compensation of the Executive Chair of the Board and the Chief Executive Officer 

(CEO), the Committee shall:  
 

1(a) Review and approve periodically, but no less frequently than annually, the Company’s goals and 
objectives relevant to compensation of the Executive Chair of the Board and the CEO, including the 
balance between short-term compensation and long-term incentives;  

 
1(b) Evaluate the performance of the Executive Chair of the Board and the CEO in light of those goals and 

objectives; and  
 

1(c) Determine and approve the compensation level of the Executive Chair of the Board and the CEO based 
on such evaluations.  

 
1(d) In determining compensation, the Committee shall consider, among other factors it deems appropriate 

from time to time, the Company’s performance and operating criteria during such periods as the 
Committee may deem appropriate, the value of similar compensation levels to persons holding 
comparable positions at comparable companies and the compensation levels given to the CEO in prior 
years. The Executive Chair of the Board shall be responsible for communicating to the CEO the 
evaluation of the performance and the level of compensation approved for the CEO.  

 
2. Review, approve, and recommend to the Board the adoption of a compensation strategy for the company. 
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3. Annually review, approve and recommend to the Board of Directors, the Report on Executive Compensation 
for inclusion in the management proxy circular for the annual general meeting of Shareholders. 

 
4. Review, approve, and recommend to the Board any stock option issue proposed by management.  

 
5. Oversee the administration of the Stock Option Plan. 

 
 
C. Environmental, Health & Safety (EH&S) 

 
1. Monitor the adequacy of the Corporation’s system of internal controls in the areas of environment, health and 

safety. 
 
2. Review and formulate recommendations to the Board of Directors with respect to the Corporation’s 

strategies and policies pertaining to environment, health and safety. 
 

3. Monitor emerging trends or issues pertaining to the environment, health and safety which are relevant to the 
Corporation. 

 
4. Review the findings of any significant examination by (i) regulatory agencies; and (ii) external environmental, 

health and safety auditors; concerning the Corporation’s environmental, health and safety matters. 
 

5. Review quarterly, annual and other management reports to the Committee or the Board of Directors with 
respect to the Corporation’s environmental, health and safety performance and issues. 

 
6. Review and/or approve such other matters related to environmental, health and safety as are specifically 

delegated to it by the Board of Directors. 
 

7. Report quarterly to the Board of Directors with respect to the foregoing matters, at each meeting of the Board 
with respect to any such matter of significance, and at any other time deemed appropriate by the Committee 
or upon request of the Board of Directors. 

 
D. Succession Plan 
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Succession Planning and Organizational Change 
 

1. Annually review the succession planning process and the succession plans for Senior Executive and Group Presidents 
roles including specific focus on the development and career planning for potential successors; 

 
2. Review significant changes to the organization’s structure as they arise and their impact on the Executive 

roles; 
 
 
E.   Capital Accumulation Plans Governance 
 

  
1. The Committee will oversee the duties of the Capital Accumulation Plans Committee. 
 
2. The Committee will review all reports and recommendations from the Capital Accumulation Plans Committee and 

make the appropriate recommendations to the Board. 
 

 
F. Insurance 
 

On at least an annual basis, the Committee shall review the overall insurance portfolio of the Company, which review shall 
specifically include, inter alia, D&O coverage, product recall, environmental, cybersecurity, and product liability coverage. 
 

 
The Committee shall have the authority to delegate any of its responsibilities to subcommittees as the Committee may deem 
appropriate in its sole discretion. 
 
The Committee shall report its actions and recommendations to the Board after each Committee meeting and shall conduct and 
present to the Board an annual performance evaluation of the Committee. The Committee shall review at least annually the 
adequacy of this mandate and recommend any proposed changes to the Board for approval. 
 
Revised May, 2017 
Last approved by the Board on August 8, 2019 


