
 

TITAN MEDICAL INC. 
 

AUDIT COMMITTEE CHARTER 
 
Purpose 
 
The Audit Committee (the "Audit Committee" or the "Committee") is a committee of the board 
of directors (the "Board of Directors" or the "Board") of Titan Medical Inc. (the "Company"). Its 
primary function is to assist the Board in fulfilling its oversight responsibilities by evaluating and 
making recommendations to the Board as appropriate with respect to: 
 

• financial reporting; 

• the external auditors, including performance, qualifications, independence, and their audit 
of the Company's financial statements; 

• internal controls and disclosure controls; 

• financial risk management; 

• the Company's Code of Conduct (the "Code"); and 

• related party transactions. 
 
The Audit Committee will also have authority to review and, in its discretion, approve certain 
matters, in accordance with and within the limitations prescribed by this Charter. 
 
The Audit Committee's primary function is to assist the Board of Directors in fulfilling its 
responsibilities. It is, however, the Company's management which is responsible for preparing 
the Company's financial statements and it is the Company's external auditors who are responsible 
for auditing those financial statements. 
 
Composition and Member Qualification 
 
The Committee shall, subject to applicable exemptions available under National Instrument 52-
110 - Audit Committees ("NI 52-110"), Rule 10A-3 of the United States Securities Exchange Act 
of 1934, as amended (the "Exchange Act"), and Rule 5605 of the Nasdaq Stock Market Rules, 
be comprised of at least three directors, each of whom shall be an independent director of the 
Company (as defined below) and pursuant to the requirements of Rule 10A-3 and Rule 5605. 
Pursuant to NI 52-110 (as implemented by the Canadian Securities Administrators and as 
amended from time to time), a director is considered to be "independent" if he or she has no direct 
or indirect "material relationship" with the Company which is a relationship that could, in the view 
of the Board of Directors, be reasonably expected to interfere with the exercise of a director's 
independent judgment. Notwithstanding the foregoing, a director shall be considered to have a 
"material relationship" with the Company if he or she falls in one of the categories listed in 
Schedule A attached hereto. 
 
Subject to an applicable exemption available under NI 52-110, all members of the Audit 
Committee must, to the satisfaction of the Board of Directors, be "financially literate" within the 
meaning of NI 52-110. NI 52-110 provides that a director will be considered "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 
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and complexity of the issues that can reasonably be expected to be raised by the Company's 
financial statements. 
 
At least one member shall meet the requirements of an Audit Committee Financial Expert as set 
forth in Item 407 of Regulation S-K of the Exchange Act. 
 
Each member will have, to the satisfaction of the Board, sufficient skills and/or experience as are 
relevant and will be of contribution to the carrying out of the mandate of the Committee. 
 
Appointment and Term of Office 
 
Each member of the Committee and the Chair of the Committee shall be appointed from and by 
the Board of Directors, on the recommendation of the Corporate Governance and Nominating 
Committee, at the time of each annual meeting of the shareholders of the Company, and shall 
hold office until the next annual meeting. 
 
Any member of the Committee may be removed or replaced at any time by the Board and shall 
cease to be a member of the Committee upon ceasing to be a director. 
 
The Board may fill vacancies on the Committee by appointment from among its members. If and 
whenever a vacancy shall exist on the Committee, the remaining members may exercise all their 
powers so long as a quorum remains in office. 
 
Meetings 
 
The Committee is to meet at least four times annually (and more frequently if circumstances 
require). The Audit Committee is to meet prior to filing the quarterly financial statements in order 
to review and discuss the unaudited financial results for the preceding quarter and the related 
management's discussion and analysis ("MD&A") and is to meet prior to filing the annual audited 
financial statements and MD&A in order to review and discuss the audited financial results for the 
year and related MD&A. 
 
The Audit Committee will meet periodically with management and the external auditors in 
separate sessions to discuss any matters that the Audit Committee or each of these groups 
believe should be discussed privately. The Audit Committee shall meet with the external auditors 
in a separate session at each regularly scheduled meeting of the Committee at which such 
auditors are present. 
 
A quorum for the transaction of business at any meeting of the Committee is the presence in 
person or via tele-conference or video-conference of a simple majority of the total number of 
members of the Committee. If within one hour of the time appointed for a meeting of the 
Committee, a quorum is not present, the meeting shall stand adjourned to the same hour on the 
second business day following the date of such meeting at the same place. If at the adjourned 
meeting a quorum as hereinbefore specified is not present within one hour of the time appointed 
for such adjourned meeting, the quorum for the adjourned meeting will consist of the members 
then present. 
 
Meetings of the Committee shall be held from time to time and at such place as the Committee 
or the Chair of the Committee may determine, within or outside Canada, upon not less than 48 
hours' prior notice to each of the members. 
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Meetings of the Committee may be held without 48 hours' prior notice if all of the members entitled 
to vote at such meeting who do not attend, waive notice of the meeting and, for the purpose of 
such meeting, the presence of a member at such meeting shall constitute waiver on his or her 
part. Any member of the Committee or the Chairman of the Board shall be entitled to request that 
the Chair of the Committee call a meeting. A notice of a meeting of the Committee may be given 
verbally, in writing or by telephone, fax or other means of communication, and need not specify 
the purpose of the meeting.  Members of the Committee may attend meetings of the Committee 
by tele-conference or video-conference. 
 
The Committee shall keep minutes of its meetings which shall be submitted to the Board of 
Directors. The Committee may, from time to time, appoint any person who need not be a member, 
to act as secretary at any meeting. 
 
All decisions of the Committee will require the vote of a majority of its members present at a 
meeting at which a quorum is present. Actions of the Committee may be taken by an instrument 
or instruments in writing signed by all of the members of the Committee, and such actions shall 
be effective as though they had been decided by a majority of votes cast at a meeting of the 
Committee called for such purpose. Such instruments in writing may be signed in counterparts 
each of which shall be deemed to be an original and all originals together shall be deemed to be 
one and the same instrument. 
 
The Committee shall meet in camera, without management, at each meeting of the Committee, 
and otherwise as considered appropriate by the members of the Committee. Any member of the 
Committee may move the Committee in camera at any time during the course of a meeting, and 
a record of any decisions made in camera shall be maintained by the Chair of the Committee. 
 
Duties and Responsibilities 
 
To fulfill its duties and responsibilities, the Audit Committee shall evaluate and make 
recommendations to the Board, or have the authority to approve, as appropriate, with respect to 
the following matters: 
 

1. General Responsibilities 
a. Create and maintain a Committee plan for the year. 
b. Review and assess this Charter at least annually, prepare revisions to its provisions 

as conditions dictate, and refer its assessment and any proposed revisions to the 
Corporate Governance and Nominating Committee or the Board. 

c. Report and make recommendations periodically to the Board on the matters covered 
by this Charter. 

d. Perform any other activities consistent with this Charter, the Company's Articles and 
By- Laws and governing law, as the Audit Committee or the Board of Directors 
deems necessary or appropriate. 

2. Financial Reporting 
a. Recommend, to the Board, for approval: 

i. the Company's annual and interim financial statements and related MD&A; 
ii. all other financial statements that require approval by the Board, including 

financial statements for use in prospectuses or other offering or public 
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disclosure documents and financial statements required by regulatory 
authorities; and 

iii. financial information for use in press releases, including annual and interim profit 
or loss press releases, prior to their publication and/or filing with any 
governmental body and/or release. 

b. Notwithstanding, part (a), approve: 
i. the Company's interim financial statements and related MD&A; and 
ii. financial information for use in press releases related to interim profit or loss 

press releases, prior to their publication and/or filing with any governmental 
body and/or release. 

c. Overseeing the work of the external auditor engaged for the purpose of preparing or 
issuing an auditor's report or performing other audit, review or attest services for the 
Company, including the resolution of disagreements between management and the 
external auditor regarding financial reporting. 

d. Before the release of financial statements and related disclosures to the public, 
obtain confirmation from the CEO and CFO as to the matters addressed in the 
certifications required by the securities regulatory authorities. 

e. Review any litigation, claim or other contingency that could have a material effect on 
the financial statements. 

f. Review the external auditors' judgments about the quality and appropriateness, not 
just the acceptability, of the Company's accounting principles and financial 
disclosure practices, as applied in its financial reporting. 

g. Review the status of significant accounting estimates and judgments and special 
issues (e.g., major transactions, changes in the selection or application of accounting 
policies, off- balance sheet items, effect of regulatory and financial initiatives). 

h. Review and approve, if appropriate, major changes to the Company's accounting 
principles and practices as suggested by management with the concurrence of the 
external auditors. 

3. External Auditor 
a. Responsible for (i) the selection of the external auditors, considering independence 

and effectiveness; and (ii) the fees and other compensation to be paid to the external 
auditors. 

b. Require, in accordance with applicable law, that the external auditors report directly 
to the Audit Committee. 

c. Review the annual audit plan with the external auditors and pre-approve all audit and 
non-audit services to be provided to the Company or its subsidiaries by the external 
auditors in a manner consistent with NI 52-110. 

d. Oversee the work and review the performance of the external auditors and approve 
any proposed discharge of the external auditors when circumstances warrant. 

e. Monitor the relationship between management and the external auditors, including 
reviewing any management letters or other reports of the external auditors. 

f. Discuss with the external auditor any (i) difference of opinion with management on 
material auditing or accounting issues, and (ii) any audit problems or difficulties 
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experienced by the external audit in performing the audit. Where there are significant 
unsettled issues, the Audit Committee is to assist in arriving at an agreed course of 
action for the resolution of such matters. 

g. Periodically consult with the external auditors without management present about 
significant risks or exposures, internal controls and other steps that management 
has taken to control such risks, and the completeness and accuracy of the 
Company's financial statements.  Particular emphasis should be given to the 
adequacy of internal controls to expose any payments, transactions, or procedures 
that might be deemed illegal or otherwise improper. 

h. Review and discuss, on an annual basis, with the external auditors all significant 
relationships they have with the Company to determine their independence. 

i. Review and approve the Company’s hiring policies regarding partners, employees 
and former partners and employees of the Company's external auditors. 

j. Consider any matter required to be communicated to the Audit Committee by the 
external auditors under applicable generally accepted auditing standards, applicable 
law and listing standards, including the auditor's report to the Audit Committee (and 
management's response thereto). 

4. Monitoring Financial Matters, Internal Controls, Management Systems and Disclosure 
Controls 
a. Oversee management's review of the adequacy of the Company's accounting and 

financial reporting systems, including with respect to the integrity and quality of the 
Company's financial statements and other financial information. 

b. Oversee management's review of the adequacy of the Company's internal controls 
and management systems to safeguard assets from loss and unauthorized use and 
to verify the accuracy of the financial records. 

c. In consultation with the Corporate Governance and Nominating Committee, oversee 
management's disclosure controls and procedures regarding the Company's 
financial information to confirm that the Company's financial information that is 
required to be disclosed under applicable law or stock exchange rules is disclosed. 

d. Review any special audit steps adopted in light of material control deficiencies. 
5. Risk Management 

a. Review management's assessment and management of financial risk, including 
insurance coverage, and obtain the external auditors' opinion of management's 
assessment of significant financial risks facing the Company and how effectively 
such risks are being managed or controlled. 

6. Code of Conduct 
a. Recommend to the Board any significant changes to the Code, monitor compliance 

with the Code and ensure that management has established a system to enforce the 
Code. Review appropriateness of actions taken to ensure compliance with the Code 
and review the results of confirmations and violations thereof. 

b. Oversee procedures in the Code for (i) the receipt, retention and treatment of 
complaints received by the Company regarding accounting, internal controls or 
auditing matters, and (ii) the confidential, anonymous submission by employees of 
concerns regarding questionable accounting or auditing matters. 
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c. Approve any waiver from compliance with the Code for directors and executive 
officers, promptly report any such waiver to the Board, and ensure appropriate 
disclosure of any such waiver. 

Each of which shall be conducted with the Corporate Governance and Nominating 
Committee. 

7. Related Party Transactions 
a. Review and pre-approve all proposed related party transactions and situations 

involving a potential or actual conflict of interest involving a director, member of 
executive management, or affiliate, that are not required to be dealt with by an 
"independent committee" pursuant to securities laws, other than routine transactions 
and situations arising in the ordinary course of business, consistent with past 
practice. 

8. Financial Legal Compliance 
a. Review management's monitoring of the Company's systems in place to ensure that 

the Company's financial statements, reports and other financial information 
disseminated to governmental organizations and the public satisfy legal 
requirements. 

b. Review with legal counsel any legal matters that could have a significant effect on 
the Company's financial statements. 

c. Review with legal counsel the Company's compliance with applicable law and 
inquiries received from regulators and governmental agencies to the extent they may 
have a material impact on the financial position of the Company. 

9. Expense Accounts and Management Perquisites 
a. Recommend to the Board policies and procedures with respect to directors' and 

executive management's expense accounts and management perquisites and 
benefits, including their use of corporate assets and expenditures related to 
executive travel and entertainment, and review the results of the procedures 
performed in these areas by the external auditors. 

10. Succession Planning 
a. Consult with the Compensation Committee and Corporate Governance and 

Nominating Committee on succession planning for the directors and executive 
management. 

11. Disclosure of Audit Committee Function 
a. Oversee the preparation of, and recommend to the Board, the disclosure of the Audit 

Committee's composition and responsibilities and how they were discharged as 
required to be published annually in the Company's management information circular 
or annual information form pursuant to applicable law (including NI 52-110). 

b. Approve any other significant information relating to matters within this Charter 
contained in the Company's disclosure documents. 

12. Legal Compliance 
a. Oversee management's compliance with laws with respect to the audit function, and 

recommend to the Board any changes to the Company's practices in these areas. 
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b. Satisfy itself that management monitors significant trends in the area of financial 
reporting, and evaluates their impact on the Company. 

The foregoing list is not exhaustive. The Audit Committee may, in addition, perform such other 
functions as may be necessary or appropriate for the performance of its responsibilities and 
duties. 
 
Responsibilities of Committee Chair 
 
The primary responsibility of the Chair of the Audit Committee is to be responsible for the 
management and effective performance of the Committee and provide leadership to the 
Committee in fulfilling this Charter and any other matters delegated to it by the Board. To that 
end, the Committee Chair's duties, authorities and responsibilities shall include: 
 

a. Working with the Board Chair, the Chief Executive Officer and the Corporate Secretary to 
establish the frequency of Committee meetings and the agendas for such meetings. 

b. Providing leadership to the Committee and presiding over Committee meetings. 
c. Facilitating the flow of information to and from the Committee and fostering an environment 

in which the Committee members may ask questions and express their viewpoints. 
d. Reporting to the Board with respect to the significant activities of the Committee and any 

recommendations made by the Committee. 
e. Annually assess the effectiveness of the Committee, soliciting input from all Committee 

members. 
f. Pre-approve audit and non-audit services not already included in the Committee pre-

approved audit plan, with any such decisions to be presented to the full Committee at its 
next regularly scheduled meeting. 

g. Taking such other steps as are reasonably required to ensure that the Committee carries 
out this Charter. 

h. Carry out any other duties and responsibilities delegated by the Committee or assigned 
by the Board. 

 
Other Organizational Matters 
 
The members and the Chair of the Committee shall be entitled to receive remuneration for acting 
in such capacity as the Board may from time to time determine. 
 

a. The Committee shall have the resources and authority appropriate to discharge its duties 
and responsibilities, including the authority to: 

i. engage, select, retain, terminate, set and approve the fees and other 
compensation and other retention terms of special or independent counsel, 
accountants or other advisors, as it deems appropriate; 

ii. obtain appropriate funding to pay, or approve the payment of, such approved fees, 
at the expense of the Company; and 

iii. communicate directly with the internal and external auditors. 
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The Committee shall have full access to books, records, facilities, and personnel of the Company, 
as it deems necessary to carry out its duties. 
 
The Committee's performance shall be evaluated annually, in accordance with a process 
developed by the Corporate Governance and Nominating Committee and approved by the Board, 
and results of that evaluation shall be reported to the Corporate Governance and Nominating 
Committee and to the Board. 
 
Last reviewed and approved by the Board of Directors: December 2020 



 

SCHEDULE A 
 

MATERIAL RELATIONSHIP 
 

I. Material Relationships 

1. An audit committee member is independent if he or she has no direct or indirect material 
relationship with the issuer. 

2. For the purposes of subsection (1), a "material relationship" is a relationship which could, in 
the view of the issuer's board of directors, be reasonably expected to interfere with the 
exercise of a member's independent judgement. 

3. Despite subsection (2), the following individuals are considered to have a material relationship 
with an issuer: 

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

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

c. an individual who: 

i. is a partner of a firm that is the issuer's internal or external auditor, 

ii. is an employee of that firm, or 

iii. was within the last three years a partner or employee of that firm and personally 
worked on the issuer'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: 

i. is a partner of a firm that is the issuer's internal or external auditor, 

ii. is an employee of that firm and participates in its audit, assurance or tax compliance 
(but not tax planning) practice, or 

iii. was within the last three years a partner or employee of that firm and personally 
worked on the issuer's audit within that time; 

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 issuer's current executive officers serves 
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 issuer received, more than $75,000 in direct compensation from 
the issuer during any 12-month period within the last three years. 

4. Despite subsection (3), an individual will not be considered to have a material relationship 
with the issuer solely because 

a. he or she had a relationship identified in subsection (3) if that relationship ended before 
March 30, 2004; or 
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b. he or she had a relationship identified in subsection (3) by virtue of subsection (8) if that 
relationship ended before June 30, 2005. 

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

6. For the purposes of clause (3) (t), direct compensation does not include: 

a. remuneration for acting as a member of the board of directors or of any board committee 
of the issuer, and 

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

7. Despite subsection (3), an individual will not be considered to have a material relationship 
with the issuer solely because the individual or his or her immediate family member 

a. has previously acted as an interim chief executive officer of the issuer, or 

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

8. For the purpose of this section I, an issuer includes a subsidiary entity of the issuer and a 
parent of the issuer. 

 

ll. Additional Independence Requirements 

1. Despite any determination made under section I, an individual who 

a. accepts, directly or indirectly, any consulting, advisory or other compensatory fee from 
the issuer or any subsidiary entity of the issuer, 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 

b. is an affiliated entity of the issuer or any of its subsidiary entities, is considered to have 
a material relationship with the issuer. 

2. For the purposes of subsection (1), the indirect acceptance by an individual of any consulting, 
advisory or other compensatory fee includes acceptance of a fee by 

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

b. 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 issuer or any subsidiary entity of the issuer. 
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3. For the purposes of subsection (1), compensatory fees do not include the receipt of fixed 
amounts of compensation under a retirement plan (including deferred compensation) for prior 
service with the issuer if the compensation is not contingent in any way on continued service. 

 


