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TERMSOF REFERENCE - AUDIT COMMITTEE

References to “the Committee” shall mean the AGdinmittee.
References to “the Board” shall mean the Board aEbxors.
References to “the Company” shall mean Luk Fookditgs (International) Limited.
1. Constitution
1.1 Pursuant to a board meeting of Luk Fook Holdingsgefihational) Limited held on

1st February 1999, the Board of Directors resoledstablish a committee of the
Board to be known as the Audit Committee.

2. Membership
2.1  The Committee shall be appointed by the Bosothfamongst the Non-Executive
Directors of the Company and that a majority mwestrimlependent Non-Executive
Directors (“INEDS”).

2.2  The Audit Committee shall consist of not ldssnttwo (2) members, a majority of
the Members shall be independent.

2.3 The Chairman of the Audit Committee shall bpaapted by the Board and shall be
an INED.

2.4 A former partner of the Company’s existing aéiadi firm is prohibited from acting
as a member of the Committee for a period of oneyéhr from the date of his
ceasing:

(@) to be a partner of the firm; or

(b) to have any financial interest in the firm,

whichever is later.
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Secretary

3.1 The Company Secretary of the Company shall be #dwetary of the Audit
Committee.

3.2 The Committee may from time to time appoint anyeotherson with appropriate
qualification and experience as the Secretary@fQbmmittee.

Quorum

4.1 A quorum shall be two (2) members. At least afiethe INED must have
appropriate professional qualification or accountiror related financial
management expertise as required under Rule 3.00(®)e Rules Governing the
Listing of Securities on The Stock Exchange of Hétang Limited (the “Listing
Rules”).

Attendance at meetings

5.1  Other Board Members shall also have the righattendance. However, at least
once a year the Committee shall meet with the rateauditors without the senior
management present.

Frequency of meetings

6.1  Meetings shall be held not less than twice & Yefore the announcement of the
interim results and final results.

Minutes of M eetings

7.1  Meetings could be held in person, be telephlmniey video conference. Members
may participate in a meeting by means of a cont=etelephone or similar
communications equipment by means of which all gessparticipating in the
meeting are capable of hearing each other;

7.2 Full minutes and resolutions in writing shak kept by the secretary of the
Committee. Draft and final versions of minuteslo# tneetings should be sent to all
Committee members for their comment and recordkinvia reasonable period of
time after the meeting.

Annual General Meeting
8.1  The Chairman of the Committee (or in his/Hesesnce, another Member (who must
be an INED) of the Committee) shall attend the Camnys Annual General

Meeting and be prepared to respond to shareholgeestions on the Committee’s
activities and responsibilities.
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10.

Authority

9.1

9.2

9.3

9.4

9.5

Duties

The Board should delegate the Audit Committems$pect all accounts, books and
records of the Company.

The Committee is authorised by the Board ingatt any activity within its terms
of reference. It is authorised to seek any inforomait requires from any employee
and all employees are directed to co-operate with eequest made by the
Committee.

The Committee is authorised by the Board toaiobbutside legal or other
independent professional advice and to secure tiemdance of outsiders with
relevant experience and expertise if it consid@ssriecessary.

Where the board disagrees with the Committgeis on the selection, appointment,
resignation or dismissal of the external audittrs, Company should include in the
Corporate Governance Report a statement from tig# eommittee explaining its
recommendation and also the reason(s) why the Baedaken a different view.

The Committee should be provided with suffitiesources to perform its duties.

The duties of the Committee shall be:

Relationship with the Company’s External Auditor

10.1

10.2

10.3

10.4

to be primarily responsible for making recomdwsions to the Board on the
appointment, reappointment and removal of the eateauditor, and to approve the
remuneration and terms of engagement of the exteuditor, and any questions of
its resignation or dismissal;

to review and monitor the external auditongdpendence and objectivity;

to review and monitor the effectiveness of dluelit process in accordance with
applicable standards. The Audit Committee shousdwudis with the external auditor
the nature and scope of the audit and reportinggatobns before the audit
commences and to ensure co-ordination where maredhe audit firm is involved;

to develop and implement policy on engaging external auditor to supply
non-audit services. For this purpose, “externalitaddincludes any entity that is
under common control, ownership or management thighaudit firm or any entity
that a reasonable and informed third party knowahgelevant information would
reasonable conclude to be part of the audit firtmionally or internationally. The
Committee should report to the board, identifyimgl anaking recommendations on
any matters where action or improvement is needed;
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Review of the Company’s financial information

10.5 to monitor the integrity of the Company’s fiicéal statements and annual report
and accounts, half-year report and if preparecgftdnication, quarterly reports; and
to review significant financial reporting judgmermsntained in them. In reviewing
these reports before submission to the Board, tmarfittee shall focus particularly
on:-

I. any changes in accounting policies and prastice
ii.  major judgmental areas;

iii.  significant adjustments resulting from thed#uy

iv. the going concern assumption;

v.  compliance with accounting standards; and

vi. compliance with the Listing Rules and legal requieats in relation to
financial reporting;

10.6 Regarding to 10.5 above:-

(@) members of the committee should liaise with the rBoand senior
management and the committee must meet, at least @wvyear, with the
Company’s external auditor;

(b) to discuss problems and reservations arising fiteemriterim and final audits,
and any matters the auditors, external and/ornatemay wish to discuss (in
the absence of management where necessary);

(c) the committee should consider any significant onswal items that are, or
may need to be, reflected in the reports and adspuinshould give due
consideration to any matters that have been raigethe Company’s staff
responsible for the accounting and financial rapgrfunction, compliance
officer (or person occupying the same position)xdernal auditors; and

Oversight of the Company’s financial reporting syst risk management and internal
control systems

10.7 to review the Company’s financial controlsdamless expressly addressed by a

separate board risk committee, or by the boardf,iteereview the Company’s risk
management and internal control systems;
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10.8 to discuss the risk management and internar@osystems with management to
ensure that management has performed its duty we b#ective systems. This
discussion should include the adequacy of resoursesf qualifications and
experience, training programmes and budget of tbengany’s accounting and
financial reporting function;

10.9 to consider major investigation findings oskrimanagement and internal control
matters as delegated by the board or on its owtative and management’s
response to these findings;

10.10 to ensure co-ordination between the inteandlexternal auditors, and to ensure that
the internal audit function is adequately resoureed has appropriate standing
within the Company, and to review and monitor ffe@iveness;

10.11 to review the group’s financial and accoumnpolicies and practices;
10.12 to review the external auditor's managemetied, any material queries raised by
the auditor to management about accounting recéirds)cial accounts or systems

of control and management’s response;

10.13 to ensure that the Board will provide a tynelsponse to the issues raised in the
external auditor's management letter;

10.14 to report to the Board on the matters indfieesms of Reference;

10.15 to consider any other matters specificaligrred to the Committee by the Board;

10.16 to review arrangements employees of the Coynpan use, in confidence, to raise
concerns about possible improprieties in finan@gbrting, internal control or other
matters. The audit committee should ensure thgtgorarrangements are in place
for fair and independent investigation of theseteratand for appropriate follow-up
action; and

10.17 to act as the key representative body ferseeing the Company’s relations with
the external auditor;

Performing the Company’s corporate governance tions:

10.18 (a) to develop and review the Company'scedi and practices on corporate
governance and make recommendations to the Board;

(b) to review and monitor the training and coatins professional development
of directors and senior management of the Company;

(c) to review and monitor the Company’s policasl practices on compliance
with legal and regulatory requirements;
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11.

12.

(d) to develop, review and monitor the code afidiect and compliance manual
(if any) applicable to employees and directorshef Company; and

(e) to review the Company’s compliance with the codd disclosure in the
Corporate Governance Report of the Company;

Reporting procedures

11.1 The secretary shall circulate the minutes eétings of the audit committee to all
members of the Board.

Publication of the Terms of Reference
12.1 A copy of these Terms of Reference will be enadailable to any person without

charge upon request, and these Terms of Referatideevposted on the websites of
the Company and The Hong Kong Exchanges and Céehanmited.
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