PUBLIC BANK (HONG KONG) LIMITED
Audit Committee

Terms of Reference

Member s of the Audit Committee

1) Tan Sri Datuk Seri Utama Thong Yaw Hong
(Co-Chairman/Independent Non-Executive Director)

2) Mr. Lee Chin Guan
(Independent Non-Executive Director)

3) Tan Sri Dato’ Sri Tay Ah Lek
(Non-Executive Director)

4) Mr. Quah Poh Keat
(Independent Non-Executive Director)

Chairman

The Chairman of the Committee shall be appointethe Board of Directors and
must be an Independent Non-Executive Director.

Secretary

The Company Secretary shall be the secretaryeo€tmmittee.

Composition

The Committee shall be appointed by the Board ioédors from amongst the
Non-Executive Directors of the Bank and shall censif not less than three
members. A majority of the Committee members shallindependent Non-
Executive Directors.

Where there is a specific need for informatiorclarification on any matters, the
relevant staff may be invited to attend the speqifart(s) of the Committee’s
meeting(s).

Quorum

To constitute a quorum, at least two members meigirésent.



Authority

1)

2)

The Committee is authorised by the Board ok&tiors to investigate any
activity within its terms of reference. It is autlsed to seek any
information it requires from any employee and atipdoyees are directed
to co-operate with any request made by the Comenitte

The Committee is authorised by the Board ot€iwrs to obtain legal or

other independent professional advice at the Bagig@®nse and to secure
the attendance of outsiders with relevant expeeiesmed expertise if it

considers this necessary.

Power s and Responsibilities of the Audit Committee

a)

b)

To assist the Board of Directors in providing addpendent review of the
effectiveness of the financial reporting process iaternal control system
of the Bank and its subsidiaries (together “theu@ip

To report and make recommendations in conmecwith the financial
reporting process and internal control system efGnoup to the Board of
Directors.

The functions and Terms of Reference of the AGdinmittee are:

)

Vi)

To draw up, review and update periodically atten charter for the Board
of Directors’ approval indicating the Committee’'sngposition, authority
and duties, as well as the manner of reportinghto éntire Board of
Directors;

To appoint a suitably qualified Head of IntafrAudit;

To approve the audit charter drawn up anddatpd periodically by the
Head of Internal Audit;

To consider the appointment, reappointment serdoval of the external
auditors, the audit fees, terms of engagementeeiternal auditors, and
any questions of resignation or dismissal of theemmal auditors in the
Group;

To review and monitor the external auditorgléependence and objectivity
and the effectiveness of the audit process in decme with applicable
standard and discuss with the external auditorgrevimecessary, before
the audit commences, the nature and scope of ¢ amd ensure co-
ordination where more than one audit firm is in\ealy

To develop and implement policy on the engagehof an external auditor
to supply non-audit services;



vii)

viii)

Xi)

Xii)

xiii)

Xiv)

XV)

XVi)

To review the interim and annual financightstments before submission to
the Board of Directors, focusing particularly on:

(a) any changes in accounting policies and prasstice

(b) major judgemental areas;

(c) significant adjustments resulting from the audi

(d) the going concern assumptions and any qudiibics;

(e) compliance with accounting standards; and

(f) compliance with legal and regulatory requirensein relation to
financial reporting.

To discuss problems and reservations aridiogn the interim and final
audits, and any matters the auditors may wishgoudis (in the absence of
management where necessary);

To review the Group’s financial controls, imta@l control and risk
management systems;

To discuss and review the system of internaitrmd and ensure that
management has discharged its duty to have antigédaternal control
system including the adequacy of resources, statlifgcations and
experience, training programmes and budget of theus accounting
and financial reporting function;

To approve the audit and compliance plansrandéew the effectiveness of
internal audit programme, ensure co-ordination amtire internal and
external auditors as well as the regulatory autiesriand ensure that the
internal audit and compliance functions are adexfyaesourced and have
appropriate standing within the Group;

To consider the major findings of internal vestigations and
management’s response;

To review significant recommendations madey Hnternal Audit
Department and Compliance Department, as well@asidmnagement plans
for their implementation;

To review the Group’s financial and accougtpolicies and practices;

To review the external auditors’ managemetiets, any material queries
raised by the auditors to management about acecaunticords, financial
accounts or systems of control and management®nsg, and to ensure
that the Board of Directors will provide a timelgsponse to the issues
raised in the external auditors’ management letter;

To report to the Board of Directors on the rivgperformed by the
Committee and its significant findings;
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10.

xvii) To establish a whistleblowing policy and system é&wnployees of the
Bank and the Group and those who deal with the Barmikthe Group to
raise concerns, in confidence, about possible ipnbtes in financial
reporting, internal control or other matters refate the Bank and the
Group and to ensure that proper arrangements grkade for the fair and
independent investigation of these matters andapgropriate follow-up
action;

xviii) To act as the key representative body for overgetia Group’s relation
with the external auditors and the regulatory arities; and

xix)  To consider other topics, as defined by tluai of Directors.

Frequency of M eetings

Meetings shall be held generally four times a ye@he external auditors may
request a meeting if they consider that one issszug.

Attendance at M eetings

The Chief Executive and the Chief Internal Auditsinall normally attend
meetings. A representative of the external auditoay be invited to attend the
meeting as and when necessary, and would normt#gncameeting to address
issues on the audit of financial statements. OBward members shall also have
the right of attendance. When necessary, the Cteenshall meet with the
external and/or internal auditors without execuB@ard members present.

Reporting Procedures
Minutes must be prepared to record fully all decis and matters dealt with by

the Committee and tabled to the Board of Direcforsnoting. A record of the
attendance at each meeting should be maintained.

March 2012



