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TERMS OF REFERENCE OF THE AUDIT COMMITTEE 

 

1.    Constitution & Membership 

1.1   The Audit Committee shall be appointed by the Board from amongst the Non- 

E x e c u t i v e  D i r e c t o r s  o f  t h e  C o m p a n y  a n d  s h a l l  c o n s i s t  o f  n o t  l e s s  t h a n  t h r e e 

m e m b e r s ,  a t  l e a s t  o n e  o f  w h o m  i s  a n  i n d e p e n d e n t  n o n - e x e c u t i v e  d i r e c t o r 

w i th  ap p ro p r i a t e  p r o f e s s io n a l  q u a l i f i c a t i o ns  o r  a c c ou n t i n g  o r  r e l a t ed  f i na n c i a l 

m a n a gem e n t  ex pe r t i s e .  Th e  m aj o r i t y  o f  t h e  au d i t  comm i t t e e  m em be r s  mu s t  b e 

independent  non-execut ive  d i rec to rs  o f  the  Compan y.  The audi t  commit tee  mus t 

b e  c h a i r e d  b y a n  i n d e p e n d e n t  n o n - ex e c u t i v e  d i r e c t o r .  A  q u o r u m  s h a l l  be  t w o 

members. 

 

1.2   The Chairman of the Committee shall be appointed by the Board. 

 

2     Attendance at meetings 

2 . 1  T h e  C o m p a n y ’ s  g r o u p  f i n a n c i a l  c o n t r o l l e r  s h a l l  n o r m a l l y 

a t t end  mee t ings .  O ther  Board  members  shal l  a l so  have  the  r i gh t  o f  a t t endance . 

However, at least twice a year the Committee shall meet with the external auditors 

wi thout  execut ive Board  members  present .  The  Audi t  Commit tee  may par t ic ipate 

i n  a  m e e t i n g  o f  t he  Comm i t t ee  e i t h e r  i n  p e r so n  o r  b y  m ea ns  o f  a  co nf e r e nc e 

t e lephone o r  s imi la r  communicat ions  equipmen t  by means  o f  which  a l l  pe r sons 

participating in meeting are capable of hearing each other. 

 

2.2  The Company Secretary shall be the secretary of the Committee. 

 

3    Frequency of meetings 

3.1  Meetings shall be held not less than twice a year. The members of the Committee may request a 

meeting if they consider that one is necessary. 

 

 

 

 



4    Authority 

4.1  The Committee is authorized by the Board to investigate any activity within its 

terms of  reference.  It  i s  authorized to  seek any informat ion i t  requires  from any 

employee and al l  employees  are di rected to  co-operate wi th any request  made by 

the Committee. 

 

4 .2   The Commit tee is  authorized by the  Board to  obta in outs ide legal  o r  other 

i ndependen t  pro fess ional  advice  and  to  s ecu re  the  a t t endance  o f  ou ts ide rs  wi th 

relevant experience and expertise if it considers this necessary. 

 

5    Duties 

The duties of the Committee shall be: 

 

Relationship with the Company’s auditors 

5 . 1   t o  b e  p r i m ar i l y  r e s p o ns i b l e  fo r  m ak in g  r e c om m end a t i on  t o  t h e  Bo a rd  on 

t h e  a p p o i n t m e n t ,  r e a p p o i n t m e n t  a n d  r e m o v a l  o f  t h e  e x t e r n a l  a u d i t o r ,  a n d  t o 

a p p r o v e  t h e  r e m u n e r a t i o n  a n d  t e r m s  o f  e n g a g e m e n t  o f  t h e  e x t e r n a l  a u d i t o r , 

a n d  a n y  q u e s t i o n s  o f  r e s i g n a t i o n  o r  d i s m i s s a l  o f  t h a t  a u d i t o r ; 

5 .2   t o  rev iew and  moni to r  the  ex te rnal  aud i tor ’s  independence  and  objec t iv i t y 

a n d  t h e  e f f e c t i v e n e s s  o f  t h e  a u d i t  p r o c e s s  i n  a c c o r d a n c e  w i t h  a p p l i c a b l e 

s t a nd ar d .  Th e  a ud i t  c ommi t t e e  sh ou l d  d i sc uss  w i th  t h e  a ud i t o r  t h e  n a tu r e  and 

s c o p e  o f  t h e  a u d i t  a n d  r e p o r t i n g  o b l i g a t i o n s  b e f o r e  t h e  a u d i t  c o m m e n c e s ; 

5 .3   to  develop  and implement  po l icy on  the  engagement  of  an ex ternal  audi tor 

t o  s u pp l y n o n - a u d i t  s e r v i c e s .  Fo r  t h i s  p u r p os e ,  ex t e r na l  a u d i to r  s h a l l  i nc l u d e 

a n y  e n t i t y  t h a t  i s  u n d e r  c o m m o n  c o n t r o l ,  o w n e r s h i p  o r  m a n a g e m e n t  w i t h  t h e 

a u d i t  f i r m  o r  a n y  e n t i t y  t h a t  a  r e a s o n a b l e  a n d  i n f o r m e d  t h i r d  p a r t y  h a v i n g 

k n o w l e d g e  o f  a l l  r e l e v a n t  i n f o r m a t i o n  w o u l d  r e a s o n a b l y  c o n c l u d e  a s  p a r t 

o f  t h e  a u d i t  f i r m  n a t i o n a l l y  o r  i n t e r n a t i o n a l l y .  T h e  a u d i t  c o m m i t t e e  s h o u l d 

r e p o r t  t o  t h e  Bo a rd ,  i d e n t i f yi n g  a n y  m a t t e r s  i n  r e sp e c t  o f  wh i c h  i t  c o ns i d e r s 

t h a t  a c t i o n  o r  i m pr o v e m e n t  i s  n e e d ed  a n d  m a k i n g  r e c o m m e n d a t i on s  a s  t o  t h e 

steps to be taken; 

 

 

 

 

 

 

 

 

 

 

 

 



Review of financial information of the Company 

5.4  to  moni tor  integri ty of  f inancial  s tatements  of  the Company’s  annual  report 

a n d  a c c o u n t s ,  h a l f - y e a r  r e p o r t  a n d ,  i f  p r e p a r e d  f o r  p u b l i c a t i o n ,  q u a r t e r l y 

r e p o r t s ,  a n d  t o  r e v i e w  s i gn i f i c a n t  f i n a n c i a l  r e p o r t i n g  j u d gm e n t s  c o n t a i n e d  i n 

t hem.  In  t h i s  r e ga rd ,  i n  r ev i ewin g  t he  Compan y’ s  ann ua l  r ep or t  an d  a cc oun t s , 

h a l f - y e a r  r e p o r t  a n d ,  i f  p r e p a r e d  f o r  p u b l i c a t i o n ,  q u a r t e r l y  r e p o r t s  b e f o r e 

s u b m i s s i o n  t o  t h e  B o a r d ,  t h e  c o m m i t t e e  s h o u l d  f o c u s  p a r t i c u l a r l y  o n : – 

(i) any changes in accounting policies and practices; 

(ii) major judgmental areas; 

(iii) significant adjustments resulting from audit; 

(iv) the going concern assumptions and any qualifications; 

(v) compliance with accounting standards; and 

(vi) compliance with the Exchange Listing Rules and other legal 

requirements in relation to financial reporting; 

 

5.5  In regard to 5.4 above:– 

( i )  m e m b e r s  o f  t h e  c o m m i t t e e  m u s t  l i a i s e  w i t h  t h e  C o m p a n y ’ s  B o a r d 

o f  d i r e c t o r s ,  s e n i o r  m a n a g e m e n t  a n d  g r o u p  f i n a n c i a l  c o n t r o l l e r  a n d 

t h e  c o m m i t t e e  m u s t  m e e t ,  a t  l e a s t  t w i c e  a  y e a r ,  w i t h  t h e  C o m p a n y ’ s 

auditors; and 

( i i )  t h e  c o m m i t t e e  s h o u l d  c o n s i d e r  a n y  s i g n i f i c a n t  o r  u n u s u a l  i t e m s  t h a t 

a r e ,  o r  m a y  n e e d  t o  b e ,  r e f l e c t e d  i n  s u c h  r e p o r t s  a n d  a c c o u n t s  a n d  m u s t 

g i v e  d u e  c o n s i d e r a t i o n  t o  a n y  m a t t e r s  t h a t  h a v e  b e e n  r a i s e d  b y  t h e 

C o m p a n y ’ s  s t a f f  r e s p o n s i b l e  f o r  t h e  a c c o u n t i n g  a n d  f i n a n c i a l  r e p o r t i n g 

function, compliance officer or auditors; 

 

Oversight of the Company’s financial reporting system, risk management and internal control 

systems 

5.6  to review the Company’s financial controls, and unless expressly addressed by a separate Board risk 

committee, or by the Board itself, to review the Company’s risk management and internal control 

systems; 

5.7  to discuss the risk management and internal control systems with management to ensure that 

management has performed its duty to have effective systems. This discussion should include the 

adequacy of resources, staff qualifications and experience, training programmes and budget of the 

Company’s accounting and financial reporting function; 

5.8  to consider major investigation findings on risk management and internal control matters as 

delegated by the Board or on its own initiative and management’s response to these findings; 

5.9  to ensure co-ordination between the internal audit function and external auditors, to ensure that the 

internal audit function is adequately resourced and has appropriate standing within the company, and to 

review and monitor its effectiveness; 

5.10  to review the Group’s financial and accounting policies and practices; 

 

 



5.11  to review the external auditor’s management letter, any material queries raised by the external 

auditor to management about the accounting records, financial accounts or systems of control and 

management’s response; 

5.12  to ensure that the Board will provide a timely response to the issues raised in the external auditor’s 

management letter; 

5.13  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 

for appropriate follow-up action; 

 

Corporate governance functions delegated by the Board 

5.14  to develop and review the Company’s policies and practices on corporate governance and make 

recommendations to the Board; 

5.15  to review and monitor the training and continuous professional development of Directors and 

senior management; 

5.16  to review and monitor the Company’s policies and practices on compliance with legal and 

regulatory requirements; 

5.17  to develop, review and monitor the code of conduct and compliance manual (if any) applicable to 

employees and Directors; 

5.18  to review the Company’s compliance with the Code and disclosure in the Corporate Governance 

Report; 

 

Others 

5.19  to report to the Board on all matters in these terms of reference; and 

5.20  to consider any other matters specifically referred to the Audit Committee by the Board. 

 

6   Report procedures 

6.1  The secretary shall circulate the minutes of meetings of the Committee to all members of the Board. 

 

7   Annual general meeting 

7.1  The chairman of the Audit Committee shall, as far as practicable, attend the annual general 

meeting of the Company and be prepared to respond to any shareholder’s questions on the Audit 

Committee’s activities. 

 

8   General 

8.1  The Audit Committee should make available these terms of reference by including them on 

the website of the Stock Exchange of Hong Kong Limited and the website of the Company. 

 

(If there is any inconsistency or ambiguity between the English version and the Chinese version, the 

English version shall prevail.) 

(Revised and effective on 15 June 2017) 


