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AUDIT COMMITTEE
TERMS OF REFERENCE

1. COMPOSITION

The composition of the Audit Committee must fulfil the following requirements:

(1)  the Audit Committee must comprise at least 3 members, all of whom must be Non-
executive Directors and a majority of whom must be Independent Non-executive
Directors;

(2) the Chairperson of the Audit Committee must be an Independent Non-executive Director;

(3) at least 1 member must be a member of the Hong Kong Institute of Certified Public
Accountants or has the appropriate professional qualifications or accounting or related
financial management expertise in compliance with Rule 3.10(2) of the Listing Rules;

(4) no alternate Director shall be appointed as a member of the Audit Committee; and

(5) inthe event of any vacancy resulting in non-compliance of the minimum of 3 members,
the Board shall upon the recommendation of the Nomination Committee, appoint such
number to fill up the vacancy within three months of the event.

The Board should review the term of office and performance of the Audit Committee and its
members at least once every three years to determine whether the Audit Committee has carried
out its duties in accordance with the Terms of Reference.

2. SECRETARY

The Secretary to the Audit Committee shall be the Company Secretary or his/her representative.

3. MEETINGS

The Audit Committee shall hold at least 4 regular meetings per year, with due notice of issues
to be discussed and shall record its conclusions in discharging its duties and responsibilities.
Additional meetings may be called at any time at the discretion of the Chairperson.

The quorum for a meeting shall be 2 members of the committee, who must be Independent
Non-Executive Directors.

In the absence of the Chairperson, the remaining members present shall elect one of their
members as Chairperson of the meeting.



Questions arising at any meeting of the Audit Committee shall be decided by a majority of
votes and a determination by a majority of members shall for all purposes be deemed a
determination of the committee. In the case of an equality of votes, the Chairperson of the
meeting shall have a second or casting vote provided that where only 2 members form a quorum,
the Chairperson of the meeting shall not have a second or casting vote.

Board members, management and employees of the Company and representatives of the
auditors may attend meetings upon the invitation of the committee where their presence is
considered appropriate as determined by the Chairperson. The attendance of any particular
Audit Committee meeting by other Directors and employees of the Company and/or its auditors
shall be at the committee’s invitation and discretion, and specific to that relevant meeting only.

The Audit Committee shall meet at least twice a year with the auditors and the Risk
Management Committee without the presence of Executive Directors and management. In
addition, the Chairperson, upon the request of the Risk Management Committee and/or the
auditors, shall convene a committee meeting to consider the matter that the Risk Management
Committee and/or the auditors believe should be brought to the attention of the Board or the
shareholders.

The Audit Committee may deal with matters by way of circular reports and resolutions in lieu
of convening a formal meeting. A resolution in writing, if signed or assented to by all members
of the Audit Committee shall be as valid and effectual as if it had been passed at a meeting of
committee duly convened and held, and may consist of several documents in like form, each
signed by one or more members of the committee.

RESPONSIBILITIES AND DUTIES

The primary objective of the Audit Committee is to assist the Board in discharging its statutory
duties and responsibilities relating to accounting and financial reporting practices of the
Company and its subsidiaries.

In addition, the Audit Committee shall assist the Board:
(1) in complying with specified accounting standards and required disclosures, relevant
accounting standards bodies, and any other laws and regulations as amended from time

to time;

(2) in presenting a balanced and understandable assessment of the Company’s financial
position and prospects;

(3) in establishing a formal and transparent arrangement for maintaining an appropriate
relationship with the Company’s auditors and overseeing and appraising the quality of
audit conducted by the Company’s auditors; and

(4) in determining the adequacy of the Group’s administrative, operating and accounting
controls.

In fulfilling its primary objective, the Audit Committee undertakes, amongst others, the
following responsibilities and duties:

(1)  Audit

(a) considering the nomination and appointment of auditors and to consider the
adequacy of experience and resources of the auditors and determine the audit fee;

(b) reviewing any letter of resignation from the auditors and any question of
resignation or dismissal;

(c) discussing with the auditors, prior to the commencement of audit, the audit plan
which states the nature and scope of audit;



(d) reviewing major findings arising from the interim or final results and the audit
report;

(e) together with the auditors, reviewing their evaluation of the system of internal
controls, their management letter and the management’s responses;

(f) reviewing whether there is reason (supported by grounds) to believe that the
auditors are not suitable for re-appointment; and

(g) considering the contracts for the provision of non-audit services which may be
entered into and procedures that must be followed by the auditors.

(2) Others

(a) reviewing the interim and annual financial statements of the Group before
submission to the Board, focusing on:

(i)  compliance with accounting standards and regulatory requirements;
(il)) any major change in accounting policies and practices; and

(iii)  significant and unusual items and events as well as significant adjustments
arising from the audit.

(b) reviewing any related party transaction and conflict of interest situation that may
arise within the Group including any transaction, procedure or course of conduct
that raise questions of management integrity;

(c) reviewing the statement with regard to the risk management of the Group for
inclusion in the annual Report and report the same to the Board;

(d) overseeing the Company’s risk management structure to ensure operational
effectiveness and efficiency, reduce risk of inaccurate financial reporting, protect
the Company’s assets from misappropriation and encourage legal and regulatory
compliance; and

(e) considering any other functions as may be agreed between the Audit Committee
and the Board.

AUTHORITY

In carrying out its duties and responsibilities, the Audit Committee shall have the following rights:

the explicit authority to investigate any matter within its Terms of Reference;
access to the resources which are required to perform its duties;

full, free and unrestricted access to any information, records, properties and personnel of the
Group;

direct communication channels with the auditors and the Risk Management Committee;

ability to obtain independent professional or other advice at the Company’s costs, and to invite
external parties with relevant experience to attend the committee meetings, if required, and to
brief the committee thereof; and

ability to convene meetings with the auditors and the Risk Management Committee, or both,
whenever deemed necessary, excluding the attendance of other Directors and employees of the
Company.



