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AUDIT COMMITTEE
EHMERE
TERMS OF REFERENCE
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Membership
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The Committee shall be appointed by the Board from amongst the Non-Executive Directors of
the Company. The committee shall consist of not less than three members, at least one of whom
is an Independent Non-Executive director with appropriate professional qualifications or
accounting or related financial management expertise.
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The majority of the Committee members shall be Independent Non-Executive Directors.
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The Chairman of the Committee shall be appointed by the Board and shall be an Independent
Non-Executive Director.

ERYEREIIFMTESFHERZEG T -

Attendance at Meeting

The Finance Director, the qualified accountant, and a representative of the external auditors shall
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normally attend meetings. Other Board members shall also have the right of attendance.
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The Company Secretary shall be the Secretary of the Committee and in the absence of the
Company Secretary, a member of the Committee shall act as the secretary.
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Quorum
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A quorum shall be three when the number of member exceeds three, and two when the number of
member does not exceed three.

EENB = E (W EANEEE B =) B E (ARE ANBrEE=AN) -

Frequency of Meetings
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Meeting shall be held not less than twice a year. The Committee should meet the external auditor
at least twice a year.

2y
il
HY
S
b
aq
>T
oo
Bl
mg
)Tfﬁ
H
&
an

BB FIRZEETR g R -

The Committee is authorized by the Board to investigate any activity within its terms of reference.
It is authorized to seek any information it requires from any employee and all employees are
directed to co-operate with any request made by the Committee.
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The Committee is authorized by the Board to obtain outside legal or other independent
professional advice and to secure the attendance of outsiders with relevant experience and
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expertise if it considers this necessary.
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Duties
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The duties of the Committee shall be:

to consider the appointment of the external auditor, the audit fee, and any questions of
resignation or dismissal,
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to review and monitor the external auditor’s independence and objectivity and the effectiveness

of the audit process in accordance with applicable standards; and to discuss with the auditor the
nature and scope of the audit and reporting obligations before the audit commences;
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to develop and implement policy on engaging an external auditor to supply non-audit services;
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to review the annual report and accounts and the half-year report before submission to the Board,
focusing particularly on:
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(i) any changes in accounting policies and practices;
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(if) major judgmental areas;
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(iii) significant adjustments resulting from audit;
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(iv) the going concern assumptions and any qualifications;
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(v) compliance with accounting standards; and
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(vi) compliance with the Listing Rules and legal requirements in relation to financial reporting.
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The Committee should consider any significant or unusual items that are, or may need to be,
reflected in the report and accounts, it should give due consideration to any matters that have
been raised by the Company’s staff responsible for the accounting and financial reporting
function, compliance officer or auditors.

Z B G ES R % Tl s SR H A S s SBR[ B KB S W B IS
EERHAEE Tt Y BRI S - B3 LSRR HAVEIH -

to discuss problems and reservations arising from the interim and final audits, and any matters the
auditors may wish to discuss;
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to review the external auditors’ management letter and management’s response; and to ensure
that the Board will provide a timely response to the issues raised in the external auditors’
management letter;
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to review the Company’s financial controls, internal control and risk management systems;
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to discuss the internal control system with management to ensure that management has performed
its duty to have an effective internal control system. This discussion should include the adequacy
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of resources, staff qualifications and experience, training programmes and budget of the
Company’s accounting and financial reporting function;
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to consider major investigation findings on internal control matters as delegated by the Board or
on its own initiative and management’s response to these findings;
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to review the Group’s financial and accounting policies and practices;
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to review arrangements employees of the Company can use, in confidence, to raise concerns
about possible improprieties in financial reporting, internal control or other matters. The audit
committee should ensure that proper arrangements are in place for fair and independent
investigation of these matters and for appropriate follow-up action;
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to act as the key representative body for overseeing the Company’s relations with the external
auditor; and
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to consider other topics, as defined by the Board.
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Further guidance on the duties of an audit committee may refer to “A Guide for Effective Audit
Committees” published by the Hong Kong Society of Accountants in February 2002.
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Reporting Procedures
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The Committee Chairman shall report to the Broad on the findings and recommendations of the
Committee after each meeting.
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The Secretary shall circulate the minutes of meetings of the Committee to all members of the
Board.
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