March 15, 2017
The Charter of the Board of Directors of
Westport Fuel Systems Inc.
Purpose of the Charter
This Charter has been adopted by the Board of Directors (the “Board”) of Westport Fuel
Systems Inc. (“WFS”) to assist the Board in the exercise of its duties and
responsibilities. This Charter, together with the Charters of the Board's committees, key
position descriptions, major policies, and codes and guidelines adopted by the Board,
and WFS’s By-Laws and Articles, collectively comprise WFS's overall corporate
governance framework.
Definitions
Where used in this Charter, the following terms have the following meanings:
"Executive Management" means the CEO, the CFO and other appointed officers,
executive level vice presidents, and key vice presidents of WFS.
"Independent Auditor" means the independent auditor nominated for the purpose of
preparing or issuing an audit report or related work or performing other audit, review or
attest services for WFS.
"Independent Director" means a Director who meets the independence standards
specified under Section 1.4 of National Instrument 52-110 of the Canadian Securities
Administrators and Rule 5605(a)(2) of the NASDAQ Stock Market Listing Rules. In
short, a Director will not be independent if he or she has any direct or indirect “material
relationship” with WFS or any of its subsidiaries (other than his or her relationship as a
Director).
Composition of the Board
The Board will consist of a minimum of five and a maximum of ten members (each, a
"Director"), with the actual number decided by the Board from time to time consistent
with the needs of WFS in order to effectively perform the duties of the Board. At least
the majority of the Board will consist of Independent Directors.
Directors are elected at the annual meeting of shareholders and serve a one-year term.
The Independent Directors will elect the Board Chair annually at the first meeting of the
Directors after the annual meeting of shareholders. If the Independent Directors select a
Director as Board Chair who is not an Independent Director (which may be for reasons
promoting Board effectiveness or to facilitate Board development or transitions) the
Independent Directors in such case will also appoint an Independent Director as the
Board's Lead Director. If so appointed, the Lead Director shall have the powers, duties
and responsibilities set forth in WFS’s position description for the Lead Director, a copy
of which is available on WFS’s website.
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The Board may manage the responsibilities, obligations, and procedures set out in this
Charter either directly or through committees of the Board. As at the date hereof, the
Board has formed three major committees and delegated specific responsibilities to
each committee. Those committees are: Audit, Human Resources and Compensation
(“HRC”), and Nominating and Corporate Governance (“NCG”). Each committee
operates under its own Charter (a copy of which is available on WFS’s website), and
has a chairperson responsible for leadership and overall operation of their respective
committee. There is an independent position description for the role of Committee Chair
(a copy of which is also available on WFS’s website).
The Independent Directors will select two of their number to serve as the Audit
Committee Chair and the HR Committee Chair for an annual term starting at the first
meeting of the Directors after the annual meeting of shareholders.
Nomination and Election of Directors
Recruiting an appropriate group of people to act as Directors of a public company is a
challenging task. The NCG Committee, with input from all directors, will work together to
determine the optimum size of the Board and the appropriate mix of business skills,
experience, and diversity of the members of the Board in order to effectively fulfill its
mission.
Prospective Directors must have personal and professional integrity, skills that are
relevant to WFS’s business and/or its risk management, significant achievement in their
respective fields of endeavor, sound business judgment, the ability to effectively
collaborate and communicate with other Directors and with management, and be
committed to devoting the time and effort needed to perform their duties effectively. To
that end, the NCG Committee will annually review Board composition and requirements,
individual Director contributions and potential candidates for election as WFS Directors,
and recommend a slate of Directors for election by shareholders.
If a nominated Director fails to achieve a majority of votes for their appointment in an
uncontested election, that nominated Director will immediately submit his or her
resignation to the Board Chair in accordance with WFS’s Majority Voting Policy (a copy
of which is available on WFS’s website). Following receipt of a resignation tendered
pursuant to WFS's Majority Voting Policy, the Board Chair shall promptly advise the
NCG Committee and the Board thereof and the resignation shall be considered in
accordance with the Majority Voting Policy.
Board Independence and Effectiveness
WFS believes an effective Board means a Board that maintains a clear distinction
between Board oversight functions and the responsibilities and duties of Executive
Management. Although a working culture of trust and collaboration must exist between
the Board and Executive Management in order for WFS to succeed, the Board must
exercise its duties and responsibilities in accordance with its own best judgment and its
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own views of the long-term interests of WFS and its shareholders. This means that
individual Directors must be technically independent as defined by applicable law and
the regulations of the relevant stock exchanges where WFS shares are listed (except
for any non-Independent Directors) but also independent in practice.
To that end, the Board has adopted several organizational principles:
•

The Audit Committee Chair, the NCG Committee Chair and the HRC
Committee Chair will only be held by Independent Directors and all members
of these committees will be Independent Directors.

•

Executive sessions of Independent Directors excluding management will be
held at each meeting of the Board. These sessions will be led by the Board
Chair (or, if the Board Chair is not an Independent Director, by the Lead
Director).

•

The Board has also formed an Advisory Board to provide incremental
specialist knowledge and insight from highly qualified individuals who will be
available throughout the year to advise the Directors and management.
Advisory Board members will always be independent from management.
Advisory Board members are independent consultants to the Board and are
not Directors.

Certain functions shall be the exclusive responsibility of Independent Directors, led by
the Board Chair (or Lead Director if the Board Chair if not an Independent Director),
who will, if necessary, consult with appropriate stakeholders and then bring
recommendations to the full Board for approval. These functions include:
(a)

Revising the Charter of the Board from time to time;

(b)

Developing position descriptions for the key positions in the WFS governance
system, including that for Lead Director, Committee Chairs, and Corporate
Secretary; and

(c)

Developing position descriptions for the Board Chair and the Chief Executive
Officer, as well as indicators to measure their performance.

Board Leadership
The Board Chair sits at the intersection between the Board and Executive Management
and although the Board Chair is also a Director and shares all of the duties and
responsibilities of any Director, the Board Chair has several unique duties and
responsibilities:
•

He or she will establish an annual calendar with the Board and committee
meetings scheduled at least 12 months in advance. Other meetings will be
scheduled by the Board Chair with reasonable notice to all Directors.
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•
•

•
•

He or she will ensure that preliminary agenda and meeting materials are
distributed to all Directors in advance of each meeting.
He or she will preside at all meetings of the Board and at meetings of
shareholders, or delegate a substitute chair if necessary (unless the Board Chair
is not an Independent Director, in which case the Lead Director will preside over
meetings of the Independent Directors).
He or she will represent WFS in discussions with third parties, including WFS
shareholders, business partners, suppliers, regulators and professional advisors
of all kinds.
He or she is responsible for assessing the overall effectiveness of the Board and
each of its committees and taking appropriate action to improve Board
performance (unless the Board Chair is not an Independent Director, in which
case the Lead Director will be responsible for such assessment and actions).

If the Board Chair is not an Independent Director, then there shall be an Independent
Director serving as Lead Director who will perform the duties and responsibilities set out
in the Lead Director’s position description. In such a case certain of the above duties
and responsibilities will be performed instead by the Lead Director as indicated in the
Lead Director's position description.
Role and Responsibility of the Board, Decisions of the Board
In general terms, the Board is responsible for the overall stewardship of WFS and is
charged with overseeing the management of the business and affairs of WFS pursuant
to its Bylaws and applicable law and, together with Executive Management, pursuing
the creation of long-term shareholder value.
Typically, matters before the Board will be decided by a majority vote of the directors
present at the meeting, provided that minimum quorum is met. Notwithstanding the
previous sentence, the approval of any annual capital and operating budget(s) shall
require the approval of not less than 66⅔% of the members of the Board.
The Board has responsibility for the following matters:
(a)

Executive Leadership and Oversight: the Independent Directors have the
authority to select, appoint, and, if necessary, terminate the CEO. Such a
decision will be made by majority vote of the Independent Directors. Implicit in
this responsibility is the duty to regularly assess CEO performance and without
interfering in operational matters belonging properly to Executive Management,
to take whatever actions required and appropriate to ensure that WFS is being
led by people of integrity, honesty, acumen and good judgment, who are in turn
fostering a culture of ethical business conduct throughout WFS. The Independent
Directors have responsibility for producing an annual CEO performance
assessment and this is delivered by the Chair of the HRC Committee to the CEO.
The Board also shall be consulted and provide advice with respect to the
appointment by the CEO of other members of Executive Management. The
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Board is responsible for CEO succession planning, and for providing oversight
with respect to the Executive Management team’s succession plan.
(b)

Corporate Communications: the Board has specific responsibilities under
applicable laws, rules and regulations to review and approve WFS's annual
financial statements, the related Management’s Discussion and Analysis of
Results of Operations (the MD&A), and other public disclosure documents
containing material financial information. The Board will also review and approve
annual management information circulars/proxy statements, annual information
forms (AIF)/(40-F) and other material press releases.

(c)

Risk Assessment and Internal Controls: the Board needs to regularly satisfy
itself that Executive Management have identified and disclosed to the Board the
principal business risks faced by WFS and that there are appropriate
management systems in place to manage those risks. The Board must also
satisfy itself that effective management systems are in place to monitor the
integrity of WFS's internal controls and critical information systems. The Audit
Committee has primary responsibility to review and monitor the effectiveness of
such systems and to make any recommendations to the Board.

(d)

Corporate Governance: effective corporate governance plays an important role
in protecting shareholder rights, helping to maximize shareholder value over time
and assisting the creation of a vibrant, dynamic and successful corporation. The
Board is responsible for the overall corporate governance of WFS and for setting
its principles and processes in this regard, and has delegated primary
responsibility for this to WFS’s NCG Committee.

(e)

Strategic Plan: WFS operates in a fast changing industry with new market
opportunities arising constantly, and the Board needs to be continuously aware
of Executive Management's views on the various possible scenarios for future
shareholder value creation. Executive Management will produce and present, no
less than once a year, an updated and revised multi-year Strategic Plan for WFS.
Typically, the updated plan will include input from Directors and external
advisors, and be reviewed by the Board in October for approval.

(f)

Annual Operating Plan and Budget: the Board will approve annual capital and
operating budgets consistent with the Strategic Plan, and the CEO will report
performance against those operating plans on a quarterly basis.

(g)

Financing Activities: the Board will review and approve all material financing
activities whether by way of equity or debt and will satisfy itself that the proposed
terms are fair, reasonable in the context of the market for similar offerings and
that the transaction is in the long term best interests of WFS shareholders.

(h)

Major Acquisitions and Divestitures: the Board will review and approve all
material transactions to ensure they are consistent with the Strategic Plan, that
sufficient independent information is available to assess transaction value, that
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sufficient due diligence has been conducted to fairly assess and mitigate the
risks, and that the transaction is overall in the long term best interests of WFS
shareholders.
(i)

Oversight of Corporate Culture: the Board has a duty to foster and nurture the
unique WFS culture of innovation, entrepreneurship, integrity and discipline that
has been the foundation of our long term success. The Board has delegated
primary responsibility for this issue to the HRC Committee.

(j)

Executive Compensation: the Board is responsible for establishing and
overseeing the operation of an executive compensation program that aligns
Executive Management incentives with the Strategic Plan and the long term
interests of shareholders, and that meets the objectives of attracting, retaining,
and motivating skilled and experienced executive leadership. The Board has
delegated to the HRC Committee the primary responsibility for developing and
overseeing the operation of the executive compensation program and in
particular to set CEO compensation and make recommendations on other
Executive Management compensation programs to the Board.

Duties of Directors
The fundamental responsibility of Directors is to promote the long-term best interests of
WFS and its shareholders generally, and to explicitly not have a duty to individual
shareholders, employees, creditors, or other stakeholders except in exceptional
circumstances and with full transparency and disclosure.
All Directors have both fiduciary and statutory duties and responsibilities defined by law
and by good governance practices. Each Director of WFS, in exercising his or her
powers and discharging his or her duties, is required by law to: (i) act honestly and in
good faith with a view to the long term best interests of WFS; and (ii) exercise the care,
diligence and skill that a reasonably prudent person would exercise in comparable
circumstances. This document is by no means an exhaustive list of such duties and
responsibilities.
Fiduciary duties are those that arise from the trust and confidence invested in them by
shareholders of WFS. The term "fiduciary" implies integrity and undivided loyalty. For
example, Directors must avoid conflicts of interest and even the appearance of a conflict
of interest. Directors must maintain strict confidentiality about all WFS matters.
Decisions must be made in good faith and with the long term interests of WFS and its
shareholders in mind.
In order to effectively fulfill their duties, all Directors need to satisfy themselves that they
have sufficient information to enable them to make knowledgeable decisions on all
matters coming before the Board. It is the responsibility of each Director to ask such
questions as may be necessary to reach an informed decision. Directors should be
familiar at all times with the complex business and affairs of WFS and have a solid
understanding of the strategic plan and the financial condition of WFS.
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Directors are entitled to rely in good faith on the financial statements of WFS which are
represented to them by an officer of WFS or in a written report of the Independent
Auditor of WFS as fairly reflecting the financial condition of WFS, and on opinions or
reports of independent professional advisors.
In order to fulfill their fiduciary duties to WFS and its shareholders, each Director should:
(i) prepare for and strive to attend all meetings of the Board, but in any event no less
than 80% of such meetings; (ii) be sufficiently informed about the current and proposed
activities of WFS; (iii) review the minutes of any meeting not attended as well as any
resolutions passed or actions taken; (iv) review the minutes of the previous meeting of
the Board to determine that they accurately represent the discussions that took place
and the resolutions that were passed; and (v) be especially attentive to specific aspects
of WFS’s activities according to their own experience and occupation.
Conflicts of Interest
A Director who is a party to a material contract or proposed material contract with WFS,
or who is a Director or officer of or has a material interest in any person who is a party
to a material contract or proposed material contract with WFS, must disclose this
interest in writing to the Board Chair (and to the Lead Director, if the Board Chair is not
an Independent Director) at or before any meeting of the Board where this issue is
considered by the other Directors. The nature and intent of this conflicting interest will
be noted in the minutes of the meeting.
If the Director acquires an interest after a contract is made, he or she must disclose
their interest at the first meeting of the Board after they became so interested. If a
person who has an interest in a contract later becomes a Director of WFS, they must
disclose their interest at the first meeting of the Board after they became a Director.
Where a proposed contract is addressed by a written resolution signed by all Directors
in lieu of a meeting of the Board, the disclosure must be made immediately upon receipt
of the resolution or, if the Director had no interest at the time of receipt of the resolution,
at the first meeting of the Board after he or she acquired the interest.
A Director who discloses a conflict of interest must refrain from taking part in any
discussions or voting on any resolution to approve the contract, unless the contract is:
(a)

An arrangement by way of security for money loaned to or obligations undertaken
by that Director, or by a body corporate in which that Director has an interest, for
the benefit of WFS or an affiliate;

(b)

A contract relating primarily to a Director’s remuneration as a Director, officer,
employee or agent of WFS or an affiliate;

(c)

A contract for indemnity or insurance with respect to a Director or officer of WFS,
a former Director or officer of WFS or a person who acts or acted at WFS’s
request as a Director or officer of a body corporate of which WFS is or was a
shareholder or creditor;
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(d)

A contract with an affiliate of WFS, provided, however, that Directors who serve
on Boards of affiliated corporations are not prohibited from voting on contracts
between the two corporations.

Any profits or gains realized by a Director as a result of their privileged position on the
Board must be reimbursed to WFS, except in the case of gains resulting from contracts
with respect to which that Director has complied with the obligation to disclose his or her
interest and refrained from voting.
Corporate opportunity
Directors are precluded from obtaining for themselves or diverting to another person or
corporation with whom or with which they are associated, without the approval of the
Board, any property or business advantage either belonging to WFS, for which it has
been negotiating, or which is otherwise in line with the general business pursuits of
WFS.
Each Director is also precluded from so acting even after their resignation where the
resignation may fairly be said to have been prompted or influenced by a wish to acquire
for themselves the opportunity sought by WFS, or where it was their position with WFS
that led to the opportunity.
A Director may not use his or her position as a Director to make a profit on any
transaction even if it was not open to WFS to participate in the transaction.
Duty of Independence
A Director must act strictly in the best interests of WFS and its shareholders generally
and not in the interest of any one shareholder or group of shareholders. In determining
whether a particular transaction or course of action is in the best interests of WFS, a
Director, if he or she is elected or appointed by holders of a class or series of shares,
may give special, but not exclusive, consideration to the interests of those who elected
or appointed them subject to compliance with their general fiduciary duties.
Duty of Confidentiality
Directors of WFS have an obligation to maintain the confidentiality of all matters
discussed at meetings of the Board unless:
(a)

It was clearly understood at the Board meeting that the information was not
required to be kept in confidence;

(b)

The Director was required or authorized by law to disclose the information;

(c)

The Director was authorized expressly or implicitly by the Board to make
disclosure of the information; or

(d)

The information was previously disclosed publicly.
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Duty not to Misuse Information or Position
Directors must not misuse their position or make improper use of information acquired
by virtue of their position to gain, directly or indirectly, an advantage for themselves or
any other person or to cause detriment to WFS. Directors are insiders of WFS and, as
such, must not use any material information to trade in securities or to assist others to
trade in securities before the information is available to the public.
Securities Trading and Insider reporting
Directors are required to comply with WFS's Trading Policy (including the blackout
periods instituted under that policy) and all applicable laws, and to report to the
appropriate regulatory authorities, and to WFS’s Investor Relations Lead, any changes
in their direct or indirect beneficial ownership of or control or direction over securities of
WFS within five days of the change.
Access to Management
Directors will gain regular exposure to members of Executive Management at both
formal Board meetings and in more informal settings such as Board dinners and
strategic retreats. Any Director may, should they desire, consult with any member of
management on an as-needed basis if they deem such a meeting or conversation
necessary in carrying out their responsibilities and duties as Directors. Without
restricting this right in any way, Directors will ensure that they will maintain the clear
distinction between Board oversight functions and the responsibilities and duties of
Executive Management and as such will not interfere with or usurp management
responsibility and authority. If a Director feels a decision or action taken by
management is incorrect, the appropriate channel for discussion and debate is through
the Board Chair and the CEO.
An Effective Corporate Secretary
The Corporate Secretary will be appointed by the Board. Typically, this role will be filled
by the most senior legal officer of WFS who will, in addition to his or her executive
responsibilities, also assume the separate duties described in the position description
for the Corporate Secretary. In the absence of a Corporate Secretary, the Board shall
appoint an acting Corporate Secretary to fill such role, which acting Corporate Secretary
may be WFS's outside legal counsel, if determined by the Board. The Corporate
Secretary is an essential part of the Board’s governance operations and will be a key
source of advice on the duties and requirements expected of Directors and the Board.
The Corporate Secretary shall report, in the capacity as Corporate Secretary, to the
Board Chair who will evaluate his or her performance in this role.
Retaining of Professional Advisors
The Board Chair, Lead Director (if one is holding office) or any Committee Chair may, in
his or her discretion, retain professional advisors to provide services to the Board or a
9
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committee, at the expense of WFS, for the purpose of advising the Board or a
committee in the execution of its responsibilities and duties.
Financial Statements
The Board has a duty to approve the annual financial statements of WFS and to submit
the financial statements of WFS, and the Independent Auditors’ report thereon, for the
preceding year to the shareholders at the annual general meeting of the shareholders of
WFS.
The Audit Committee has primary responsibility with respect to the review of WFS’s
quarterly and annual financial statements, including the responsibility for ensuring that
all financial disclosures are in compliance with applicable regulatory requirements,
provided that the Board as a whole shall in all cases approve the annual financial
statements of WFS.
A Director is required to forthwith notify both the Audit Committee and WFS’s
Independent Auditors of any error or misstatement of which he or she became aware in
the audited financial statements of WFS. The Board has a duty to cause the
preparation and issuance of corrected financial statements on being informed of any
material error or misstatement by an auditor or former auditor and the duty to file these
statements with or inform the appropriate regulatory authorities.
On demand from WFS’s Independent Auditors, each present and former Director of
WFS has a duty to furnish to WFS’s Independent Auditors any information and
explanations and allow access to any books, records, documents, accounts or vouchers
of WFS or its subsidiaries that he or she is reasonably able to furnish and which WFS’s
Independent Auditors consider necessary to enable them to report on the annual
financial statements.
Shareholder Meetings
The Board is required to call the annual general meeting of the shareholders within the
periods required by applicable law and the applicable rules of the TSX and NASDAQ
stock exchanges and may, at any time, call a special meeting of shareholders. The
Board has a duty to call a special meeting of the shareholders to approve any matter
that requires the approval of shareholders by special resolution.
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Director Compensation
The HRC Committee shall recommend for discussion and Board approval levels and
forms of compensation for Directors, and shall work to ensure that such compensation
realistically reflects the responsibilities and risk in being an effective WFS Director. In
establishing such compensation the HRC Committee will consider the following
objectives:
•

Directors should be competitively compensated in relation to Directors of
companies of similar size, complexity, geographic scope and other relevant
measures

•

Director compensation should align the interests of non-Executive Directors with
those of WFS shareholders by including a long term equity component, noting
that the Board has adopted a compensation policy that excludes stock options for
Directors

•

Compensation should recognize the extra work and responsibility taken on by
Board Chair, Committee Chairs and members of committees

•

If the Board Chair is not an Independent Director and as such there is a Lead
Director, then compensation should also recognize the significant workload and
responsibility of the Lead Director.

Notwithstanding any of the above, Directors who are also members of management or
who are otherwise compensated by WFS will not receive additional compensation for
serving on the Board in any capacity.
WFS will reimburse Directors for all reasonable expenses incurred in attending
meetings or otherwise acting on WFS business, pursuant to WFS's Expense
Reimbursement Policy.
Directors’ Shareholdings
In an effort to better align the interests of the Director with the common shareholders of
WFS, each non-employee Director is required to hold a minimum of the number of WFS
shares or equity compensation grants exercisable for a number of shares that would be
equivalent to three times their cash annual retainer as of the date the Director was
initially elected to the Board. New directors will have a five year grace period in order to
meet this expectation. Once the established minimum standard has been met, so long
as the Director holds that number of shares or awards exercisable for such number of
shares, there is no obligation to “top up” if the value of that position falls below three
times the annual retainer.
Loans and Other
Management

Financial

Transactions
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With

Directors

and

Executive

WFS shall be prohibited from making any loans to any of its Directors or officers. For
clarity, this prohibition is not meant to cover incidental instances where a Director or
officer may be in a position requiring repayment of expenses or taxes in the normal
course of business, or employee payroll deductions.
WFS has adopted an Anti-Hedging Policy that prohibits Executive Management and
Directors from personally trading in WFS derivatives including hedging and
monetization schemes involving WFS shares. Directors shall comply at all times with
WFS's Anti-Hedging Policy.
Other Board Memberships
Unless approved by the Board Chair:
•

the CEO and his or her direct reports are prohibited from accepting directorships
of another public company;

•

Directors will not sit on the Boards of more than four public companies;

•

three or more WFS Directors are prohibited from sitting on another public
company’s board of directors together; and

The CEO and Board Chair will also not accept a position on the board of a company
whose CEO is a WFS Director.
Annual Review of Charter
The NCG Committee shall annually review this Charter to ensure it is up to date,
sufficient for assisting the Board in the exercise of its responsibilities, and consistent
with the latest and best corporate governance practices.

12
WSLEGAL\036683\00099\12677627v7

