JICHENG UMBRELLA HOLDINGS LIMITED
(the “Company”)

TERMS OF REFERENCE
OF
THE AUDIT COMMITTEE
(the “Committee™)

Membership

1.

The Committee shall be appointed by the board wfcthirs of the Company (the “Board”)

from amongst the non-executive directors of the gamy and shall consist of not less than
three members, at least one of whom shall be aspemntient non-executive director with
appropriate professional qualifications or accowtior related financial management
expertise as required under Rule 3.10(2) of The®@Eoverning the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “lLngfiRules”).

The majority of the members of the Committee shalindependent non-executive directors
of the Company.

The Chairman of the Committee shall be appointethbyBoard and shall be an independent
non-executive director of the Company.

The appointment of the members of the Committee Ipeasevoked and new members can be
appointed in their stead by resolutions passeti&pBoard.

No alternate member of any member of the Commitseebe appointed.

A former partner of the Company's existing auditiingn should be prohibited from acting as
a member of the Company's audit committee for egef one year commencing on the date
of his ceasing to be a partner of the firm or towehany financial interest in the firm,
whichever is the later.

Attendance at meetings

7.

The Chief Financial Officer of the Company (or asfficer(s) assuming the relevant functions
but having a different designation) and a repregeet of the external auditors of the Company
shall normally attend meetings of the Committedneé®@members of the Board may be invited to
attend a particular meeting in order to answer ifipgooints or concerns of the Committee.

Where an internal audit function exists, the he&dnternal audit should normally attend

meetings. At least once a year the Committee shedit with the external and internal auditors
(if any) in the absence of any executive directdrthe Company.

The Company Secretary of the Company shall bedbeetary of the Committee.



Frequency and proceedings of meetings

9. Meetings shall be held not less than twice a y&dditional meetings should be held as and
when the work of the Committee demands.

10. The Chairman of the Committee may convene additiogtings at his discretion.

11. The external auditors may request a meeting weghdbmmittee if they consider it necessary.

12. The quorum of a meeting shall be two independentax@cutive directors.

13. Proceedings of meetings of the Committee shalldvemed by the relevant provisions of the
articles of association of the Company (as ameffigaa time to time).

Authority

14. The Committee is granted the authority to inveséigany activity within these terms of
reference and to direct all employees to coopemtequested by members of the Committee.

15. The Committee is authorised by the Board to obtaiternal legal or other independent
professional advice if required by the Committed &m invite the attendance of outsiders
with relevant experience and expertise if it coeasschecessary.

16. The Committee shall report to the Board on any ectsal fraud and irregularities, failures of
internal control or suspected breaches of lawssrand regulations which come to its
attention in relation to the matters set out inséhéerms of reference and which are of
sufficient importance to warrant the attentionhaef Board.

17. The Committee is to be provided with sufficientoeses to discharge its duties.

Responsibility

18.

19.

The Committee is to serve as a focal point for cammication between other directors, the
external auditors and the internal auditors (whameinternal audit function exists) of the

Company as regards their duties relating to firgnand other reporting, internal controls,

external and internal audits and such other firen@nd accounting matters as the Board
determines from time to time.

The Committee is to assist the Board in providingralependent review of the effectiveness
of the financial reporting process, internal cohtamd risk management system of the
Company and its subsidiaries (the “Group”), overspehe audit process and performing
other duties and responsibilities as may be asdigpe¢he Board from time to time.

Duties, powers and functions

20.

The Committee is to:

(@ be primarily responsible for making recommendatiaos the Board on the
appointment, reappointment and removal of the patesuditor, and to approve the
remuneration and terms of engagement of the extauditor, and any questions of
its resignation or dismissal;



(b)

(c)

(d)

(e)

(f)

(9

(h)

(i)

review and monitor the external auditor's indepewde and objectivity and the

effectiveness of the audit process in accordandé wapplicable standards. The
Committee should discuss with the external auditernature and scope of the audit
and reporting obligations before the audit commsnce

develop and implement policy on engaging an extemoditor to supply non-audit
services. For this purpose, “external auditor” ulmlds any entity that is under
common control, ownership or management with thditdum or any entity that a

reasonable and informed third party knowing allevaht information would

reasonably conclude to be part of the audit firtiomally or internationally. The

Committee should report to the Board, identifyimgl anaking recommendations on
any matters where action or improvement is needed,;

monitor integrity of the Company’s financial statms and annual report and
accounts, half-year report and, if prepared forlipabon, quarterly reports, and to
review significant financial reporting judgementsntained in them. In reviewing
these reports before submission to the Board, dmerdittee should focus particularly
on:-

0] any changes in accounting policies and practices;
(i) major judgmental areas;

(iii) significant adjustments resulting from audit;

(iv) the going concern assumptions and any qualification
(V) compliance with accounting standards; and

(vi) compliance with the Listing Rules and other legajuirements in relation to
financial reporting;

consider any significant or unusual items that aranay need to be, reflected in the
reports and accounts and it should give due corsida to any matters that have
been raised by the Company’s auditors and comgiaffccer (if any);

regarding (d) above, (i) liaise with the Board, iseimanagement of the Company
and the Committee must meet, at least twice a yatr,the Company's auditors and
(i) the Committee should consider any significantunusual items that are, or may
need to be, reflected in the reports and accoitrgébpould give due consideration to
any matters that have been raised by the Compastg¥ responsible for the
accounting financial reporting function, compliarcfficer or auditors;

review the Company’s financial controls, internantol and risk management
systems;

discuss the internal control system with managert@eensure that management has
performed its duty to have an effective internahtoal system. This discussion
should include the adequacy of resources, stafffipaions and experience, training
programme and budget of the Company’s accounting fimancial reporting
function;

consider major investigations findings on interoahtrol matters as delegated by the
Board or on its own initiative and management'poese to these findings;
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()

(k)
()

(m)

(n)
(0)

(P)

(@)

()

(s)

(t)

(u)

(v)

(w)

where an internal audit function exists, to ensto®rdination between the internal
and external auditors, and to ensure that thenatemudit function is adequately
resourced and has appropriate standing within tbengany, and to review and
monitor its effectiveness;

review the Group’s financial and accounting pokicéad practices;

review the external auditor’'s management lettey, material queries raised by the
auditor to management about accounting recordan€ial accounts or systems of
control and management’s response;

ensure that the Board will provide a timely resmgons the issues raised in the
external auditor's management letter;

report to the Board on the matters in this pardg

be familiar, through the individual efforts of nsembers, with the financial reporting
principles and practices applied by the Group &ppring its financial statements;

review annually the external auditors’ fees whichvén been negotiated with
management of the Company;

ensure that an external auditor's provision of aadit services does not impair its
independence or objectivity;

review and consider the budget or revised budgeh@fCompany prepared by the
Board;

evaluate the level of cooperation provided by tlmen@any to the external auditors,
including their access to all requested records dad information; obtain comments
from management of the Company regarding the respemess of the external
auditors to the Group’s needs; make enquiries thighexternal auditors as to whether
there has been any disagreements with managemehe aTompany which if not
satisfactorily resolved would result in the issdeaqualified report on the Group’s
financial statements;

when the external auditors supply a substantialnel of non-audit services to the
Group, to keep the nature and extent of such ssvimder review, and to ensure
balance the maintenance of objectivity and valuarfoney;

recommend to the Board any appropriate extensmnertchanges, in the duties of
the Committee;

meet with the external auditors of the Companyeast annually, in the absence of
the management of the Company, to discuss matéatng to its audit fees, any
issues arising from the audit and any other matterexternal auditors may wish to
raise;

review arrangements employees of the Company caninsconfidence, to raise
concerns about possible improprieties in finan@alorting, internal control or other
matters. The Committee should ensure that propangements are in place for fair
and independent investigation of these matterd@mappropriate follow-up action;



) establish a whistleblowing policy and system fomptyees and those who deal with
the Company (e.g. customers and suppliers) to caigeerns in confidence, with the
Committee about possible improprieties in any matkated to the Company; and

(y) consider other topics, as defined or assigned étard from time to time.

Reporting Procedures

21. The Committee should report to the Board on a mgllasis on its decisions or
recommendations.

22. Full minutes of the meetings of the Committee shmdl kept by the secretary of the
Committee, who shall send draft and final versiohsninutes of meetings and all written
resolutions of the Committee to all members of @menmittee for their comment and record
respectively, in both cases within a reasonable tifter the meeting.

23. At the next meeting of the Board following a megtof the Committee, the Chairman of the
Committee shall report to the Board on the findiagd recommendations of the Committee.
At least once annually, the Committee should preaaeport in writing to the Board which
addresses the work and findings of the Committeimguhe year.



