SOUTH CHINA FINANCIAL HOLDINGS LIMITED
(the “Company”)

AUDIT COMMITTEE — TERMS OF REFERENCE

Revised and approved by the board of directorsboMa&rch 2016

Adopted pursuant to the Corporate Governance Cide“Code”) effective on 1 January 2005 as
amended from time to time.

1. Establishment

1.1 The Audit Committee (the “Committee”) is esisled by the board of directors (the
“Board”) of the Company.

1.2 Subject to the Rules Governing the Listing et8ities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Bawge”) and the Articles of
Association of the Company, the procedures of thm@ittee shall be regulated by the
provisions of this set of terms of reference.

2. Membership
2.1 The Committee members shall be appointed by Board from amongst the
non-executive directors of the Company and shailkisb of not less than three members,
at least one of whom is an independembn-executive director with appropriate

professional qualifications or accounting or refafsnancial management expertise as
required under Rule 3.10(2) of the Listing Rules.

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

2.3 The Committee must be chaired by an indepenu@nexecutive director.
2.4 The quorum of the Committee meeting shall bertvembers.

2.5 A member who wishes to retire or resign from @ommittee should give notice to the
Company so that a replacement may be appointedebleéoleaves.

3.  Administration

3.1 The Committee shall report to the Board oésisions or recommendations on a regular
basis.

3.2 The Committee shall hold at least two meetis@sh financial year. The meeting may
be held by means of a conference telephone or ottlemunication facility.

! The Stock Exchange will take into account thedects stipulated in Rule 3.13 of Chapter 3 ofLilséing Rules in assessing the
independence of a hon-executive director.



3.3 The meetings and proceedings are governed by ptlovisions contained in the
Company’s Articles of Association for regulatingethmeetings and proceedings of
directors.

3.4 The Company Secretary shall be the secretahedtommittee.

3.5 The Committee may invite executive directorsl axternal auditors to attend the
Committee meeting.

Responsibility, Powers and Discretion

The responsibility of the Committee is to assigt Board in fulfilling its audit duties through
the review and supervision of the Company’s finaheporting, risk management and internal
control system. The Committee shall have the falhgwesponsibilities, powers and discretion:

Relationship with the Company’s auditors

4.1 to be primarily responsible for making recomdegions to the Board on the appointment,
reappointment and removal of the external audénd to approve the remuneration and
terms of engagement of the external auditor, and qrestions of its resignation or
dismissal;

4.2 to review and monitor the external auditor’sldpendence and objectivity and the
effectiveness of the audit process in accordancth vapplicable standards. The
Committee should discuss with the auditor the mat&und scope of the audit and reporting
obligations before the audit commences;

4.3 to develop and implement policy on engagingeaternal auditor to supply non-audit
services. For this purpose, “external auditor” ulds any entity that is under common
control, ownership or management with the audih for any entity that a reasonable and
informed third party knowing all relevant informai would reasonably conclude to be
part of the audit firm nationally or internationallThe Committee should report to the
Board, identifying and making recommendations ory amatters where action or
improvement is needed,

Review of the Company’s financial information

4.4 to monitor integrity of the Company'’s financ&htements and annual report and accounts,
half-year report and, if prepared for publicaticgqyarterly reports, and to review
significant financial reporting judgements conta@na them. In reviewing these reports
before submission to the Board, the Committee shfmdus particularly on: -

(i) any changes in accounting policies and prastice

(i) major judgmental areas;

(i) significant adjustments resulting from audit;

(iv) the going concern assumptions and any quatios;

(v) compliance with accounting standards; and

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



4.5 Regarding 4.4 above:-

() members of the Committee should liaise withe tlBoard and the senior
management (if any) and the Committee must meet, at leastéva year, with the
Company’s auditors; and

(i) the Committee should consider any significan unusual items that are, or may
need to be, reflected in the report and accounghduld give due consideration to
any matters that have been raised by the Compastgf responsible for the
accounting and financial reporting function, coraptie officer or auditors;

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

4.6 to review the Company’s financial controls, amiess expressly addressed by the Board
itself, to review the Company’s risk management iatefnal control systems;

4.7 to discuss the risk management and internafaosystems with management to ensure
that management has performed its duty to haveteffesystems. This discussion should
include the adequacy of resources, staff qualiboat and experience, training
programmes and budget of the Company’s accountiddiaancial reporting function;

4.8 to consider major investigation findings orknsanagement and internal control matters
as delegated by the Board or on its own initiabwel management’s response to these
findings;

4.9 where an internal audit function exists, toueasco-ordination between the internal and
external auditors, and to ensure that the inteandit function is adequately resourced
and has appropriate standing within the Company #&n review and monitor its
effectiveness;

4.10 to review the financial and accounting poBcend practices of the Company and its
subsidiaries;

4.11 to review the external auditor's managemettedeany material queries raised by the
auditor to management about accounting recordandial accounts or systems of control
and management’s response;

4.12 to ensure that the Board will provide a timegponse to the issues raised in the external
auditor’s management letter;

Employees to raise concerns on financial reportmgroprieties

4.13 to review arrangements that employees of tg@ny can use, in confidence, to raise
concerns about possible improprieties in financegorting, internal control or other
matters. The Committee should ensure that propangements are in place for fair and
independent investigation of these matters andgpropriate follow-up action;

2 “genior management” should refer to the same ocayegf persons as referred to in the Company’s ahraport and is required to
be disclosed under Appendix 16 to the Listing Rules
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4.14 to act as the key representative body forsmesng the Company’s relations with the
external auditor,;

Corporate governance functions

4.15 to develop and review the Company’s policied jaractices on corporate governance and
make recommendations to the Board;

4.16 to review and monitor the training and contunsl professional development of directors
and senior management (if any);

4.17 to review and monitor the Company'’s policied gractices on compliance with legal and
regulatory requirements;

4.18 to develop, review and monitor the code ofdemh and compliance manual (if any)
applicable to employees and directors;

4.19 to review the Company’s compliance with thed€@nd disclosure in the corporate
governance report;

General
4.20 to report to the Board on the matters in énms of reference; and
4.21 to consider other topics, as defined by thar&o

Disclosure

The Committee shall make available on the websitdbe Stock Exchange and the Company

its set of terms of reference and explain the ablthe Committee and the authority delegated
to it by the Board.



