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TERMS OF REFERENCE
OF
THE AUDIT COMMITTEE
(the “Committee”)

The Committee shall be appointed by the board &ctiirs of the Company (th&bard”)
from amongst the non-executive directors or inddpeh non-executive directors of thi
Company and shall consist of not less than thrembmes, at least one of whom shall be :
independent non-executive director with appropnmtédessional qualifications or accountin,
or related financial management expertise as redquinder Rule 3.10(2) of The Rules
Governing the Listing of Securities on The StoclkclEange of Hong Kong Limited (“the
Stock Exchange”) (thel'isting Rules”).

The majority of the members of the Committee shalindependent non-executive directors
of the Company.

The chairman of the Committee shall be appointethbyBoard and shall be an independent
non-executive director of the Company.

The term of membership shall be governed by theigians of the articles of association of
the Company (as amended from time to time).

The appointment of the members of the Committee Ipearevoked and new members can be
appointed in their stead by resolutions passed hHgy Board and by the Committee
respectively.

No alternate member of any member of the Commitseebe appointed.
A former partner of the Company's existing auditiingn should be prohibited from acting .

a member of the Company's audit committee for #go@esf one year from the date of t
ceasing to be a partner of the firm or to have famncial interest in the firm, whichever

*for identification purpose only
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Attendance at meetings

8.

The financial controllerof the Company and its subsidiaries (tik& 6up”) (or any officer(s)
assuming the relevant functions but having a difiedesignation) and a representative of the
external auditors of the Company shall normalleradt meetings of the Committee. Other
members of Board may be invited to attend a pdaicmeeting in order to answer specific
points or concerns of the Committee. Where an rialeaudit function exists, the head of
internal audit should normally attend meetingsle@ist once a year the Committee shall meet
with the external and internal (if any) auditordlie absence of any executive directors of the
Company.

The company secretary of the Company shall bedbeetary of the Committee.

Frequency and proceedings of meetings

10. Meetings shall be held not less than twice a y&dditional meetings should be held as and
when the work of the Committee demands or wheBtheed demands.

11. The chairman of the Committee may convene additimegtings at his discretion.

12. The external auditors may request a meeting wightbmmittee if they consider it necessary.

13. The quorum of a meeting shall be two independentax@cutive directors.

14. Proceedings of meetings of the Committee shalldweiged by the relevant provisions of the
articles of association of the Company (as ameffigaa time to time).

Authority

15. The Committee is granted the authority to inveséigany activity within these terms of
reference and to direct all employees to coopastequested by members of the Committee.

16. The Committee is authorised by the Board to obtaiternal legal or other independent
professional advice if required by the Committed &m invite the attendance of outsiders
with relevant experience and expertise if it coagschecessary.

17. The Committee shall report to the Board on any ectgl fraud and irregularities, failures of
internal control or suspected breaches of lawssrand regulations which come to its
attention in relation to the matters set out inséhéerms of reference and which are of
sufficient importance to warrant the attentionta Board.

18. The Committee should be provided with sufficiersarces to perform its duties.

Responsibility

19. The Committee is to serve as a focal point for camication between other directors, the
external auditors and the internal auditors (whameinternal audit function exists) of the
Company as regards their duties relating to firgnand other reporting, internal controls,
external and internal audits and such other firen@nd accounting matters as the Board
determines from time to time.

20. The Committee is to assist the Board in providingralependent review of the effectiveness

of the financial reporting process, internal cohtnad risk management system of the Group,
overseeing the audit process, reviewing the compésts, accuracy, clarity and fairness of the
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Company’s financial statements, considering thgpscapproach and nature of both internal
and external audit reviews and reviewing and moimi¢p connected transactions and
performing other duties and responsibilities as rnayassigned by the Board from time to
time.

Duties, powers and functions
21. The Committee is to:

(@) be primarily responsible for making recommendaticos the Board on the
appointment, reappointment and removal of the eatesuditor, and to approve tr
remuneration and terms of engagement of the extauthtor, and any questions ¢
its resignation or dismissal ;

(b) review and monitor the external auditors’ indepemde and objectivity and th
effectiveness of the audit process in accordandé wapplicable standards. Tt
Committee should discuss with the external audtteesnature and scope of the au
and reporting obligations before the audit commsnce

(© develop and implement policy on engaging an exteanditors to supply non-audi
services. For this purpose, “external auditors’ludes any entity that is unde
common control, ownership or management with thditgfirm or any entity that a
reasonable and informed third party knowing allevaht information would
reasonably conclude to be part of the audit firtiomally or internationally. The
Committee should report to the Board, identifyimgl anaking recommendations on
any matters where action or improvement is needed,;

(d) monitor integrity of financial statements of ther@any and the Company’s annt
report and accounts, half-year report and, if preghdor publication, quarterly repori
and to review significant financial reporting judgents contained in them. |
reviewing these reports before submission to ther@athe Committee should focus
particularly on:-
® any changes in accounting policies and practices;

(i) major judgmental areas;
(iii) significant adjustments resulting from audit;
(iv) the going concern assumptions and any qualification

(V) compliance with accounting standards; and

(vi) compliance with the Listing Rules and legal reguieats in relation to
financial reporting;

(e) Regarding (d) above:-

® liaise with the Board and senior management ofGbhmpany and meet, ¢
least twice a year, with the Company’s auditorst an

(i) consider any significant or unusual items that ame,may need to be,
reflected in the report and accounts, it should giue consideration to any
matters that have been raised by the Company’s gponsible for the
accounting and financial reporting function, coraptie officer or auditors;
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(f)

(9)

(h)

(i)

()

(k)

()

(m)

(n)

(0)

(P)

(@)

()

review the Company’'s financial controls, internaintol and risk managemel
systems;

discuss the internal control system with manageroéttihe Company to ensure th
management has performed its duty to have an e#eictternal control system. Thi
discussion should include the adequacy of resourstff qualifications anc
experience, training programmes and budget of tbengany's accounting an
financial reporting function.;

consider major investigation findings on internahttol matters as delegated by t
Board or on its own initiative and management'poese to these findings;

where an internal audit function exists, to ensto®rdination between the intern:
and external auditors, and to ensure that thenatesudit function is adequatel
resourced and has appropriate standing within tbengany, and to review anc
monitor its effectiveness;

review the Group’s financial and accounting pokicéad practices;

review the external auditors’ management lettey, material queries raised by tF
auditor to management about accounting recordan€ial accounts or systems
control and management’s response;

ensure that the Board will provide a timely resgons the issues raised in tf
external auditors’ management letter;

be familiar, through the individual efforts of itsembers, with the financial reporting
principles and practices applied by the Group &ppring its financial statements;

review annually the external auditors’ fees whichvén been negotiated with
management of the Company;

review arrangements employees of the Company can insconfidence, to raist
concerns about possible improprieties in finan@glorting, internal control or othe
matters. The Committee should ensure that propangements are in place for fau
and independent investigation of these matterd@mappropriate follow-up action;

act as the key representative body for oversediagCompany’s relations with th
external auditor;

review the extent of any non-audit services pradithy the external auditors an
consider whether the provision of such services wipair their independence ¢
objectivity;

when the external auditors supply a substantialnel of non-audit services to tr
Group, keep the nature and extent of such servidsr review, and ensure that tl
provision by an external auditor of non-audit seegi does not impair the extern
auditor’s independence or objectivity. When assgssihe external auditor’s
independence or objectivity, the Committee may arghe following:

() whether the skills and experience of the extermalitars make it a suitable
supplier of non-audit services;
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(i) whether there are safeguards in place to ensutetitee is no threat to the
objectivity and independence of the audit becaheeskternal auditors provides
non-audit services;

(i) the nature of the non-audit services, the relaeel levels and fee levels
individually and in total relative to the exterraalditors; and

(iv) criteria for compensation of the individuals penfiing the audit;

(s) review and consider the budget or revised budgeh@fCompany prepared by the
Board;

® evaluate the level of cooperation provided by tlmen@any to the external auditors,
including their access to all requested records dad information; obtain comments
from management of the Company regarding the respemess of the external
auditors to the Group’s needs; make enquiries thithexternal auditors as to whether
there has been any disagreements with managemehe aZompany which if not
satisfactorily resolved would result in the issdeaqqualified report on the Group’s
financial statements;

() recommend to the Board any appropriate extensimnsrtchanges, in the duties of
the Committee;

(V) meet with the external auditors of the Companyeast annually, in the absence «
management of the Company, to discuss mattersnglat its audit fees, any issue
arising from the audit and any other matters thereal auditors may wish to raise;

(w) make available these terms of reference, explaiiiagrole and the authorit
delegated to it by the Board by including them lo& $tock Exchange’s website a
the Company’s website;

) report to the Board on the matters in this termsetd@rence; and

(y) consider other topics, as defined or assigned éBtard from time to time.

Reporting Procedures

22.

23.

24,

Note:

The Committee should report to the Board on a mgllasis on its decisions or
recommendations and on the matters set out in teass of reference.

Full minutes of the meetings of the Committee shmdl kept by the secretary of tl
Committee, who shall send draft and final versiohsninutes of meetings and all writte
resolutions of the Committee to all members of@oenmittee for their comment and records
respectively, in both cases within a reasonable titfter the meeting. The secretary of the
Committee shall circulate the minutes of meetingsl all written resolutions of the
Committee to all members of the Board, keeping Bleard informed of the Committee’s
activities, decisions and recommendations on aaepasis.

At the next meeting of the Board following a megtof the Committee, the Chairman of the
Committee shall report to the Board on the findiagd recommendations of the Committee.

If there is any inconsistency between the English and the Chinese versions of this Terms of Reference,
the English version shall prevail.
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