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Audit Committee Charter 

 
The purpose of this charter (the “Charter”) is to describe the primary duties and responsibilities 
of the Audit Committee (the “Committee”) of the board of directors (the “Board”) of The Lion 
Electric Company (the “Company”), as well as some of the policies and procedures that apply to 
the Committee in discharging its duties and responsibilities. 

Certain aspects of the composition and organization of the Committee are prescribed and/or 
governed by the Business Corporations Act (Québec), the constating documents of the Company, 
applicable securities laws and regulations (including stock exchange rules) and applicable 
agreements, including the nomination rights agreement dated May 6, 2021 (the “Nomination 
Rights Agreement”). 

Purpose 

The purpose of the Committee is to assist the Board in fulfilling its oversight responsibilities as 
they relate to:  

• the integrity of the Company’s financial reporting and related financial disclosure;  

• the implementation of risk management and internal control over financial reporting and 
disclosure controls and procedures;  

• the Company’s compliance with certain legal and regulatory requirements, including, among 
other things, reviewing reports or other disclosure required by the applicable rules and 
regulations of the Securities and Exchange Commission (the “SEC”) or Canadian securities 
laws to be included in the Company’s periodic reports and filings within the scope of the 
authority outlined herein;  

• the qualifications and independence of the registered public accounting firm or firms engaged 
as the Company’s independent outside auditors for the purposes of preparing or issuing an 
audit report or performing audit, review or attest services (the “Auditors”); and 

• the performance of the Auditors and any internal audit function; 

While the Committee has the duties and responsibilities set forth in this Charter, the role of the 
Committee is oversight. The members of the Committee are not employees of the Company, and 
they do not perform, or represent that they perform, the functions of management or the Auditors. 
The Committee is not responsible for planning or conducting the audit or determining whether the 
Company’s financial statements are complete and accurate and in accordance with applicable 
accounting rules, nor for the preparation of periodic reports and establishing and maintaining of 
appropriate accounting principles and financial reporting policies and satisfactory internal controls 
over financial reporting. Such activities are the responsibility of the Company’s Auditors and 
management. The Committee has direct responsibility for the appointment, compensation, 
oversight and replacement, if necessary, of the Auditors, including the resolution of 
disagreements between management and the Auditors regarding financial reporting, and any 
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other registered public accounting firm with respect to which the Committee is required to have 
such responsibility.  

The Committee and each of its members shall be entitled to rely on: 

• the integrity of those persons and organizations within and outside of the Company from which 
it receives information; 

• the accuracy of the financial and other information provided to the Committee by such persons 
or organizations absent actual knowledge to the contrary (which shall be promptly reported to 
the Board); and 

• representations made by management as to any audit and non-audit services provided by the 
Auditors. 

Composition and qualifications 

The members of the Committee, including the member to be acting as Chair, shall be appointed 
by the Board in accordance with any agreement among shareholders of the Company and the 
Company, including the Nomination Rights Agreement, and applicable securities laws and 
regulations (including stock exchange rules). The Committee shall be comprised of such number 
of directors, in no event less than three, as the Board may from time to time by resolution 
determine. Committee members may be removed by the Board in its discretion.  

The Chair and each member of the Committee shall serve until his or her successor is duly 
appointed by the Board, or until his or her earlier death, resignation or removal by the Board. 
Resignation or removal of a Committee member from the Board for any reason shall automatically 
constitute resignation or removal, as applicable, from the Committee. Vacancies occurring on the 
Committee shall be filled by the Board.  

Unless otherwise permitted by any applicable phase-in rules and exemptions, each member of 
the Committee shall meet (i) the “independence” and financial literacy requirements of Section 
10A-3 of the Securities Exchange Act of 1934, as amended, National Instrument 52-110 – Audit 
Committees of the Canadian Securities Administrators (“NI 52-110”), any stock exchange on 
which the Company’s securities are listed, and all other applicable laws and regulations, as 
applicable to the Committee members and in effect from time to time, when and as required by 
the SEC, NI 52-110 or the rules of any stock exchange on which the Company’s securities are 
listed, and (ii) any other qualifications as determined by the Board from time to time. The 
Committee may avail itself of any phase-in rules or other exemptions available to the Company 
that are afforded by applicable securities laws and regulations or the rules of any stock exchange 
on which the Company’s securities are listed. 
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Meetings 

A. Frequency 

The Chair, in consultation with the other members of the Committee, shall determine the 
schedule and frequency of meetings of the Committee. Meetings of the Committee shall be 
held at such times and places as the Chair may determine. To the extent possible, advance 
notice of each meeting will be given to each member unless all members are present and 
waive notice, or if those absent waive notice before or after a meeting. Members may attend 
all meetings of the Committee either in person or by telephone, video or other electronic 
means.  

The Committee shall hold regularly scheduled meetings at least quarterly and such special 
meetings as circumstances dictate. The Chair of the Committee, any member of the 
Committee, the Auditors, the Chairman of the Board, the Chief Executive Officer (“CEO”) or 
the Chief Financial Officer (“CFO”) may call a special meeting of the Committee at any time by 
notifying the Company’s corporate secretary, who will notify the members of the Committee.  

B. Agenda and Notice 

The Chair of the Committee shall establish the meeting dates of the Committee. To the extent 
possible, in advance of every regular meeting of the Committee, the Chair shall prepare and 
distribute, or cause to be prepared and distributed, to the members of the Committee and 
others as deemed appropriate by the Chair, an agenda of matters to be addressed at the 
meeting together with appropriate briefing materials. The Committee may require senior 
executives and other employees of the Company to produce such information and reports as 
the Committee may deem appropriate in order for it to fulfill its duties. 

C. Holding and Recording Meetings 

Committee meetings may be held in person, by videoconference or other electronic means or 
telephonically. Action may be taken by the Committee upon the affirmative vote of a majority 
of the members. The Committee shall keep written minutes of its meetings and submit such 
minutes to the Board promptly after each meeting. The Committee may also act by written 
resolutions and, when it does so, those actions will be filed in the minutes of the Committee. 

D. Quorum 

A majority of the members of the Committee shall constitute a quorum. Any actions taken by 
the Committee during any period in which one or more members fail for any reason to meet 
the membership requirements set forth under “Composition and Qualifications” above shall be 
nonetheless duly authorized actions of the Committee for all corporate purposes. 

E. Sub-Committees 

Subject to applicable law, the Committee shall have the authority to delegate to any of its 
members, any sub-committees of the Committee or any other person any of the responsibilities 
of the full Committee.  
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F. Executive Sessions 

Unless otherwise directed by the Committee, each regularly scheduled meeting will include an 
executive session of the Committee absent any members of management. 

The Committee will also meet periodically in separate executive sessions with each of the CFO 
or any other executive officer, the principal accounting officer and/or any senior internal 
auditing executive (or any other personnel responsible for any internal audit function), and the 
Auditors. 

Compensation 

The compensation of Committee members shall be determined by the Board. 

Responsibilities and powers of the committee 

A. System of Financial Controls 

The Committee shall:  

• review the adequacy and effectiveness of the Company’s internal control and 
management information systems through discussions with senior executives of the 
Company and the Auditors relating to the maintenance of (i) necessary books, records 
and accounts in sufficient detail to accurately and fairly reflect the Company’s transactions, 
(ii) effective internal control over financial reporting; and (iii) adequate processes for 
assessing the risk of material misstatements in the financial statements and for detecting 
control weaknesses or fraud;  

• as applicable from time to time, the Committee shall assess any requirements or changes 
with respect to the establishment or operations of an internal audit function having regard 
to the size and stage of development of the Company at any particular time; 

• satisfy itself, through discussions with senior executives of the Company that the 
adequacy of internal controls, systems and procedures has been periodically assessed in 
accordance with regulatory requirements and recommendations; 

• oversee the work of any internal audit function, including organization, operations and 
independence; 

• review and discuss the Company’s major financial risk exposures and the steps taken to 
monitor and control such exposures, including the use of any financial derivatives and 
hedging activities, as applicable; 

• review and make recommendations to the Board regarding the adequacy of the 
Company’s risk management policies and procedures with regard to identification of the 
Company’s principal risks and implementation of appropriate systems and controls to 
manage such risks including an assessment of the adequacy of insurance coverage 
maintained by the Company; 

• review material related party transactions other than those delegated to a special 
committee or independent committee of the Board against applicable legal and regulatory 
requirements, review applicable disclosures and report to the Board on any such 
transactions; and 
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• review and discuss with the Auditors the Auditors' evaluation of the Company's 
identification of, accounting for, and disclosure of its relationships and transactions with 
related parties, including any significant matters arising from the audit in connection 
therewith. 

B. Annual Audit Review 

The Committee shall review and discuss with management and the Auditors the annual audited 
financial statements, including the Auditors’ audit and audit report thereon, and the annual 
management’s discussion and analysis of financial condition and results of operations of the 
Company proposed to be included in the Company’s annual filings to be filed with applicable 
securities regulators. In connection with such review, the Committee shall: 

• review the scope of the audit, the audit plan and the audit procedures utilized; 

• review with the Auditors any audit problems or difficulties encountered during their audit, 
including any change in the scope of the planned audit, any restrictions placed on the scope 
of the audit or access to requested information, and any significant disagreements with 
management, and management’s response to such problems or difficulties; 

• resolve any differences in financial reporting between management and the Auditors; 

• review and discuss with management and the Auditors reports required to be submitted by 
the Auditors concerning:  

 all critical accounting policies and practices used in the preparation of the Company’s 
financial statements; 

 all alternative treatments of financial information within IFRS that have been 
discussed with management, ramifications of such alternatives, and the accounting 
treatment preferred by the Auditors; and 

 any other material written communications between the Auditors and management, 
such as any management letter or schedule of unadjusted differences; 

• review and discuss the integrity of the annual audited Company financial statements and 
quarterly financial statements with management and the Auditors, including the notes 
thereto and all matters required by applicable auditing standards, and the written 
disclosures required by applicable auditing standards regarding the Auditors’ 
independence; 

• review and discuss with management and the Auditors: 

 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 any major issues as to the adequacy of the 
Company’s internal controls and any special audit steps adopted in light of material 
control deficiencies; and 

 analyses prepared by management and/or the Auditors setting forth any significant 
financial reporting issues and judgments made in connection with the preparation of 
the financial statements, including analysis of the effects of alternative IFRS methods 
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on the financial statements and the effects of regulatory and accounting initiatives, as 
well as off-balance sheet structures, on the financial statements of the Company; and 

• discuss policies and procedures concerning earnings press releases and review the type 
and presentation of information to be included in earnings press releases (paying particular 
attention to any use of “pro forma” and “adjusted” or other non-IFRS information), as well 
as financial information and earnings guidance provided to analysts and rating agencies. 

C. Quarterly Reviews 

The Committee shall review and discuss with management, any internal audit function and the 
Auditors, as appropriate, the quarterly financial statements, together with the Auditors review 
thereof pursuant to professional standards and procedures for conducting such reviews, as 
established by IFRS and applicable securities laws, and the quarterly management’s 
discussion and analysis of financial condition and results of operations of the Company. In 
connection with the quarterly reviews, the Committee shall review with management and the 
Auditors any significant risks or exposures faced by the Company and discuss with 
management the steps taken to minimize such risk or exposure. 

D. Other Financial Information 

The Committee shall review and recommend to the Board for approval, where appropriate, 
financial information contained in any prospectuses, annual information forms and Form 20-F, 
annual reports to shareholders, management proxy circulars, material change disclosure or 
Form 6-K of a financial nature and similar disclosure and other documents prior to the filing or 
public disclosure of such documents or information. 

E. Oversight of Independent Auditors  

The Company’s Auditors shall report directly to the Committee on a regular basis. In 
connection with its oversight of the performance and independence of the Auditors, the 
Committee shall: 

• be responsible for the appointment, retention, compensation, oversight of the work of the 
Auditors and any other auditor preparing or issuing an audit report or performing other 
audit services or attest services for the Company or any consolidated subsidiary of the 
Company, where required, and review, report and, where appropriate, provide 
recommendations to the Board on the appointment, terms and review of engagement, 
removal, independence and proposed fees of the Auditors; 

• have the authority to approve the engagement of the Auditors to perform all audit, audit-
related, and other permissible non-audit services proposed to be performed by the 
Auditors, prior to the commencement of such engagement, including the scope of and 
plans for the audit and the related fees for such services, and the negotiation and 
execution, on behalf of the Company, of the Auditors’ engagement letters; such approval 
to be made in accordance with preapproval policies and procedures established by the 
Committee consistent with applicable laws and rules, including the delegation of 
preapproval authority to one or more Committee members so long as any such 
preapproval decisions are presented to the full Committee at the next scheduled 
meeting;  
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• prior to the engagement of any prospective Auditors, obtain confirmation and assurance 
as to the prospective Auditors’ independence, including ensuring that they submit on a 
periodic basis (not less than annually) to the Committee a formal written statement 
delineating all relationships between the Auditors, or their affiliates, and the Company, or 
persons in financial oversight roles at the Company, that may reasonably be expected to 
bear on independence;  

• at least annually, obtain and review a report by the Auditors describing the firm’s internal 
quality-control procedures, any material issues raised by the most recent internal quality-
control review or peer review of the firm, or by any inquiry or investigation by governmental 
or professional authorities, within the preceding five years, respecting one or more 
independent audits carried out by the firm, and any steps taken to deal with any such 
issues;  

• review and evaluate the performance of the Auditors, as the basis for a decision to 
reappoint or replace the Auditors, and every five (5) years conduct a comprehensive 
review of the performance of the Auditors over multiple years to provide further insight on 
the Auditors, their independent exercise of professional skepticism and application of 
protection standards; 

• set clear hiring policies for employees or former employees of the Auditors, including as 
required by all applicable laws and listing rules; and 

• assure the rotation of the lead audit partner as required by applicable law and rules, and 
consider periodically and, if deemed appropriate, adopt a policy regarding the rotation of 
auditing firms. 

F. Risk Assessment and Management 

The Committee shall discuss with management and the Auditors’ the Company’s major 
business, operational, and financial risk exposures and the guidelines, policies and practices 
regarding risk assessment and risk management, including derivative policies, insurance 
programs and steps management has taken to monitor and control major business, operational 
and financial risks. 

G. Legal and Ethical Matters 

The Committee shall  

• establish, maintain and oversee the Company’s Code of Business Conduct and Ethics 
(the “Code”), including dealing with issues that may arise under the Code related to 
executive officers and directors of the Company, be responsible for reviewing and 
evaluating the Code periodically and recommending any necessary or appropriate 
changes thereto to the Board for consideration;  

• assist the Board with the monitoring of compliance with applicable laws and rules, as well 
as compliance with Code and consider any waivers of the Code (other than waivers 
applicable to the directors or executive officers, which shall be subject to review by the 
Board as a whole); 
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• establish procedures for (a) receipt, retention and treatment of complaints received by the 
Company regarding accounting, internal accounting controls or auditing matters, (b) the 
confidential, anonymous submission by directors, officers, employees, consultants and 
contractors of the Company of concerns regarding questionable accounting or auditing 
matters, and (c) the investigation of such matters with appropriate follow-up actions; 

• on at least an annual basis, review with the Company’s legal counsel and management, 
all legal and regulatory matters and litigation, claims or contingencies, including tax 
assessments, license or concession defaults or notifications, health and safety violations 
or environmental issues, that could have a material effect upon the financial position of 
the Company, and the manner in which these matters may be, or have been, disclosed in 
the financial statements; 

• consider and review with management and the Auditors, outside counsel, as appropriate, 
and any special counsel, separate accounting firm or other consultants and advisors as 
the Committee deems appropriate, any correspondence with regulators or governmental 
agencies and any published reports that raise material issues regarding the Company’s 
financial statements or accounting policies; and 

• monitor developments in accounting rules and practices and other legal and regulatory 
requirements that affect matters within the scope of the Committee’s authority and 
responsibilities. 

H. Other Responsibilities 

The Committee shall perform such other duties as may be required by law or requested by the 
Board or deemed appropriate by the Committee in order to discharge any of the foregoing. 
The Committee shall discharge its responsibilities, and shall assess the information provided 
to the Committee, in accordance with its business judgment. The Committee shall have the 
authority to conduct or authorize investigations into any matters within the scope of its 
responsibilities as it shall deem appropriate. 

Members are entitled to rely, absent knowledge to the contrary, on the integrity of the persons 
and organizations from whom they receive information, and on the accuracy and completeness 
of the information provided. Nothing in this Charter is intended or may be construed as 
imposing on any member of the Committee or the Board a standard of care or diligence that is 
in any way more onerous or extensive than the standard to which the directors are subject 
under applicable law. This Charter is not intended to change or interpret the constating 
documents of the Company or applicable law or stock exchange rule to which the Company is 
subject, and this Charter should be interpreted in a manner consistent with all such applicable 
laws and rules 

The Board may, from time to time, permit departures from the terms of this Charter, either 
prospectively or retrospectively. This Charter is not intended to give rise to civil liability on the 
part of the Company or its directors or officers to shareholders, security holders, customers, 
suppliers, competitors, employees or other persons, or to any other liability whatsoever on their 
part. 

  



  
  

 

Page 9 of 9 

COMMITTEE ADMINISTRATIVE MATTERS 

A. Independent Advisors 

The Committee shall have authority to engage, provide appropriate funding for and cause the 
Company to pay the compensation to obtain advice and assistance from outside legal, 
accounting or other advisors to carry out its responsibilities. 

B. Funding 

The Company shall provide appropriate funding, as determined by the Committee, for payment 
of compensation to the Auditors or any other registered public accounting firm engaged for the 
purpose of rendering or issuing an audit report or performing other audit, review or attest 
services for the Company; to any other advisors engaged by the Committee; and for ordinary 
administrative expenses of the Committee that are necessary or appropriate in carrying out its 
duties. 

C. Access to Records and Personnel 

The Committee shall have full access to any relevant records of the Company that it deems 
necessary to carry out its responsibilities. The Committee may request that any officer or other 
employee of the Company or any advisor to the Company meet with members of the 
Committee or its advisors, as it deems necessary to carry out its responsibilities. 

D. Reports to Board of Directors 

The Committee shall report regularly to the Board with respect to the Committee’s activities 
any material issues that arise regarding the quality or integrity of the Company’s financial 
statements, the Company’s compliance with legal or regulatory requirements and its 
conclusions with respect to the Auditors, the performance of any internal audit function or such 
other matters as the Committee deems appropriate, with such recommendations to the Board 
as the Committee deems appropriate. 

E. Education and Orientation 

Members of the Committee shall be provided with appropriate and timely training to enhance 
their understanding of auditing, accounting, regulatory and industry issues applicable to the 
Company.  

New Committee members shall be provided with an orientation program to educate them on 
the Company’s business, their responsibilities and the Company’s financial reporting and 
accounting practices.  

F. Review of This Charter 

The Committee shall review and reassess annually the adequacy of this Charter and 
recommend any proposed changes to the Board for approval. 

G. Evaluation of Committee 

The Committee is responsible for developing and conducting an annual self-assessment of its 
performance. The Committee shall report to the full Board on the results of its assessment 
each year and shall make any appropriate recommendations to further enhance the 
Committee’s performance. 


