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1.2

1.3

2.1

3.1

3.2

Member ship and Quorum

The Audit Committee (the “Committee”) shall &pgpointed by the board of
directors (the “Board”) of Earnest Investments Hiogd Limited (the

“Company”) from amongst the Non-executive Directofshe Company and
shall consist of not less than three members, anthajof whom shall be

Independent Non-executive Directors of the Compang at least one of
whom has appropriate professional qualificationsaocounting or related
financial management expertise as required under 3110(2) of the Rules
Governing the Listing of the Securities on The &tBzchange of Hong Kong
Limited (the “Listing Rules”). A quorum shall be dwnembers.

The chairman of the Committee shall be appdibtethe Board and must be
an Independent Non-executive Director of the Comipan

A former partner of the existing auditing firof the Company and its
subsidiaries (the “Group”) shall be prohibited fraating as a member of the
Committee for a period of one year from the dathigfceasing:

@) to be a partner of the firm; or
(b) to have any financial interest in the firm,iclever is later.

Secretary

The Company Secretary of the Company or hisieeninee shall be the
secretary of the Committee (the “Secretary”).

Meeting

The Committee shall meet as and when necessaag requested by any
Committee member or the external auditors. The Citmenshall meet not
less than two times a year.

The chief financial officer/financial contrallethe head of internal audit (if
any) of the Group and a representative of the pateauditors shall normally
attend meetings of the Committee.



3.3

3.4

4.1

4.2

4.3

Relevant notice, including an agenda and aceompg papers, shall be sent
in full to all members of the Committee in a timehanner and at least 3 days
before the intended date of the meeting of the Citeen(or such other period
as agreed by its members).

The meetings and proceedings of the Committee governed by the
provisions of the Bye-laws of the Company for regulg the meetings and
proceedings of the Board.

Reporting Procedures

The Secretary shall keep full minutes of e@ommittee meeting. Draft and
final versions of the minutes shall within a reasae time from such meeting
be sent to all members of the Committee for themmments and records
respectively.

The Secretary shall circulate the minutes oim@idttee meetings to all
members of the Board.

The Committee should report to the Board oregular basis. At the next
meeting of the Board following a meeting of the Quittee, the chairman of
the Committee shall report to the Board on theifige and recommendations
of the Committee.



5.1

6.1

6.2

7.2

7.3

Consultation

The Committee shall, at the expenses of theugrdhave access to
independent professional advice if considered rsacgs

Responsibility

The Committee is to serve as a focal pointctonmunication between other
directors, the external auditor and the internalitaun (if any) as regards their
duties relating to financial and other reportinggkrmanagement, internal
controls, external and internal audits and suclerothatters as the Board
determine from time to time.

The Committee is to assist the board in fidigl its responsibilities by
providing an independent review and supervisiorfirdincial reporting, by
satisfying themselves as to the effectiveness ef risk management and
internal controls of the Group and as to the adeyudH the external and
internal audits.

Authority

The authority of the Committee is derived frohe Board, therefore the
Committee is obliged to report to the Board on decisions or
recommendations.

The Committee is authorized by the board testigate any activity within its
terms of reference and shall be provided with sigfit resources to perform
its duties. It is authorized to seek any informatib requires from any
employee of the Group and members of the Boardrderoto perform its

duties and all employees of the Group and memleitsedBoard are directed
to co-operate with any request made by the Comentiéhin the scope of this
terms of reference.

The Committee has the authority to exercisddh@wing powers:
€)) to make recommendations to the Board for thpravement of the

Group’s risk management and internal control praoesl and systems;
and



8.1

(b)

subject to prior approval by the Board, to abtautside legal or other
independent professional advice and to secure #tendance in the
Committee’s meetings where necessary.

Duties, powersand functions

The Committee shall have the following duties:

Relationship with the Group’s auditors

(@)

(b)

()

(d)

(e)

to be primarily responsible for making recomuheions to the Board on
the appointment, reappointment and removal of #tereal auditor, and
to approve and (periodically) review the remuneratand terms of
engagement of the external auditor and any questbits resignation or
dismissal;

to review and monitor the independence andatibjey of the external
auditor. The Committee shall:

0] consider the relationship between the Group artidirectors of
the Group and the external auditors; and

(i) seek from the external auditor, on an anrasis, information
about policies and processes for maintaining indédpece and
monitoring compliance with relevant requirementacluding
current requirements regarding rotation of auditrgas and staff;

to review and monitor the effectiveness of dlaelit process in accordance
with applicable standards. The Committee shalludisavith the external
auditors the nature and the scope of the auditrapdrting obligations
before the commencement of the audit;

to develop and implement policy on engaging extternal auditor to
supply non-audit services. For this purpose, eateanditor includes any
entity that is under common control, ownership @anagement with the
audit firm or any entity that a reasonable and rimied third party
knowing all relevant information would reasonabbnclude to be part of
the audit firm nationally or internationally;

to report to the Board and to identify and med@mmendations on any
matters where action or improvement is needed; and



8.2

8.3

(f)

to discuss problems and reservations arisiognfthe quarterly (if any),
interim and final audits, and any matters the extkauditors may wish to
discuss (in the absence of the management wheessay).

Review of financial information of the Group

(@)

(b)

()

to monitor the integrity of financial statememind the annual report and
accounts, half-year report and quarterly repoftsaify), and to review
significant financial reporting judgments contairiadhem. In reviewing
the Group’s reports and accounts before submistiothe Board, the
Committee shall focus particularly on:

0] any changes in accounting policies and practices;

(i) major judgmental areas;

(i) significant adjustments resulting from the audit;

(iv)  the going concern assumptions and any quatibos;

(iv)  compliance with accounting standards;

(v) compliance with the Listing Rules and legal requieats in
relation to financial reporting;

(vi) any connected transactions and their impact omptbitability of
the Group;

(vii)  items requiring disclosure; and

(viii)  the cash flow position;

in respect of (a) above, the members of the@idtee shall liaise with the
Board and the management of the Group and the Cibeenmust meet at
least twice a year with the Group’s auditors; and

in respect of (a) above, the Committee shaolisider any significant or
unusual items that are, or may need to be, retlectethe reports and
accounts, it should give due consideration to amgtens that have been
raised by the Group’s staff responsible for theoaoting and financial

reporting function, compliance officer or auditors.

Oversee the Group’s financial and non-finanoggdorting systems, and the
risk management and internal control systems

(@)

to review the Group’s financial controls, amghléss expressly addressed
by a separate risk management committee, or byBtheed itself,) to
review the Company’s risk management and internatrol systems as
well as any statement by the directors to be ireduéh the annual
accounts prior to endorsement by the Board,;



(b)

to discuss the risk management and internaltrabrsystems with
management of the Group to ensure that the managerhthe Group has
performed its duty to have effective risk managenaea internal control
systems. This discussion should include the adggohcesources, staff
qualifications and experience, training programraesl budget of the
Group’s accounting and financial reporting functiand to rectify any
weaknesses that may be revealed from time to time;

(c) to consider major investigation findings orkrimanagement and internal

control matters as delegated by the Board or onGbenmittee’s own
initiative and the Group’s management’s respongkédse findings;

(d) where an internal audit function exists, towasco-ordination between the

(e)

(f)

(¢))

internal and external auditors, and to ensureth®internal audit function
is adequately resourced and has appropriate standthin the Group,
and to review and monitor its effectiveness;

to review the Group’s financial and accountagjcies and practices and
to assure that appropriate accounting principlesd @porting practices
governing financial reporting are followed;

to review the arrangements of the Group’'s ayeés can use, in
confidence, to raise concerns about possible imatgs in financial

reporting, risk management, internal control or eottmatters. The
Committee should ensure that proper arrangemeetsnaplace for fair

and independent investigation of these matterd@nappropriate follow-

up action;

to review the external auditor's managemetiete any material queries
raised by the auditor to the management of the Gahout accounting
records, financial accounts or systems of contmod ananagement
response; and

(h) to ensure the Board will provide a timely resp® to issues raised in the

external auditors’ management letter.



8.4 Corporate governance functions

(@) to develop and review the Group’s policies amdctices on corporate

governance and make recommendations to the Board;

(b) to review and monitor the training and contins professional

development of directors and senior management;

(c) to review and monitor the Group’s policies gmdctices on compliance

with legal and regulatory requirements;

(d) to develop, review and monitor the code of amdand compliance

manual (if any) applicable to employees and dinegtand

(e) to review the Group’s compliance with the Gogte Governance Code

and Corporate Governance Report set out in thengifules.

8.5 Other Duties

(a) to report to the Board on the matters setmiwhé Corporate Governance

Code of the Listing Rules;

(b) to act as the key representative body for @erng) the Group’s relations

with the external auditor; and

(c) to consider other topics as defined by ther8d&am time to time.

Note: If thereis any inconsistency between the English and Chinese versions of this
terms of reference, the English version shall prevail.



