NGAI LIK INDUSTRIAL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)
(Stock Code: 332)

(the “Company”)

TERMS OF REFERENCE
OF
AUDIT COMMITTEE
(the “Committee”)

Constitution

1. The board of directors of the Company (the “Bidahas established these terms
of reference (theseTérms”) in compliance with the Corporate Governance Cate
Appendix 14 to the Rules Governing the Listing etcities (the Listing Rules”) on
The Stock Exchange of Hong Kong Limited (tl&dck Exchangé).

Membership

2.  The Committee shall consist of a minimum of thneembers appointed by the
Board, all of whom shall be non-executive director$he majority of the members of
the Committee shall be independent non-executivectlirs. At least one of the
members of the Committee is an independent noneéixecdirector with appropriate
professional qualifications or accounting or rafafieancial management expertise.

3. The chairman of the Committee must be an indédgr@nnon-executive director
and shall be appointed by the Board.

4, A former partner of the Company’s existing amdjtfirm should be prohibited
from acting as a member of the Committee for agueaf one year from the date of his
ceasing (a) to be a partner of the firm; or (bh&we any financial interest in the firm,
whichever is later.

5. The Company Secretary or his duly appointed nemishall act as the
Committee’s Secretary.

Frequency and proceedings of meetings

6. The quorum of a meeting shall be two memberh@fCommittee. Other Board
members, apart from the Committee members, haveldheto attend any Committee
meetings if invited by the Committee, and they shat be counted in the quorum.

7. The Committee shall meet at least four timeear.yAdditional meetings shall be

held as the work of the Committee demands and xterreal auditors may request a
meeting if they consider that a meeting with then@uttee is necessary or desirable. In
addition, the chairman of the Committee may convewdelitional meetings at his

discretion.

8. Full minutes of the meetings of the Committeeuith be kept by the Committee’s
Secretary. Draft and final versions of minutestlod meetings should be sent to all
members of the Committee for their comment and rdscoespectively, in both cases
within a reasonable time after the meeting.

9. Proceedings of meetings of the Committee sleafidverned by the provisions of



the bye-laws of the Company relating to directoscpedings (and such provisions shall
be deemed to form part of these Terms).

10. The Committee is authorized by the Board tdténadvisors to the meeting,
including but not limited to external advisors onsultants to advise its members.

Authority

11. The Committee is authorized to investigate actyvity and seek any information
it requires within these Terms and all employees directed to cooperate with any
request made by the Committee. The Committee tisoamed by the Board to obtain
outside legal or other independent professionalcadand to invite the attendance of
outsiders with relevant experience and expertigecdgnsiders this necessary.

12. The Committee shall report to the board anpected frauds and irregularities,
failures of internal control or suspected infringarts of laws, rules and regulations
which come to its attention and are of sufficienportance to warrant the attention of the
Board.

13. Where the Board disagrees with the Committeg&sv on the selection,
appointment, resignation or dismissal of the exkrauditors, the Company should
include in the corporate governance report in theual report a statement from the
Committee explaining its recommendation and alsoréasons why the Board has taken
a different view.

14. The Committee is to be provided with sufficiezgources to discharge its duties.

Responsibility

15. The Committee is to serve as a focal pointdmmmunication between other
directors, the external auditors and the internditars as regards their duties relating to
financial and other reporting, internal controtsteenal and internal audits and such other
matters as the Board determines from time to time.

16. The Committee is to assist the Board in futiglits responsibilities by providing
an independent review and supervision of finan@pbrting, by satisfying themselves as
to the effectiveness of the internal controls of hiompany and its subsidiaries (the
“Group”), and as to the adequacy of the external audits.

Duties
17. The Committee shall:

(@) be responsible for making recommendations & libard on the appointment,

reappointment and removal of the external aud#dod to approve the remuneration and
terms of engagement of the external auditor, aydqaestions of resignation or dismissal
of that auditor;

(b) review with the group’s management and exteenalitor, the adequacy of the
group’s policies and procedures regarding internahtrols (including financial,
operational and compliance controls), risk managemgstem and any statement by the
directors to be included in the annual accounts pa endorsement by the board;

(c) review and monitor the external auditor’s ineleence and objectivity and the
effectiveness of the audit process in accordancth applicable standard. The



Committee should understand the factors considdrgdthe external auditors in
determining their audit scope, and should discutis thve external auditor the nature and
scope of the audit and reporting obligations befbesaudit commencement. The external
auditors’ fees is to be negotiated by managememt, presented to the Committee for
review and approval annually;

(d) review the annual and interim financial repgotr to approval by the board,
with particular focus on:

(1) any changes in accounting policies and prastice

(i) major judgmental areas;

(i)  significant adjustments resulting from theckiy

(iv)  the going concern assumptions and any qualifios;

(V) compliance with accounting and auditing staddaand

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

(e) with regard to (d) above:-

0] members of the Committee should liaise with tReard and senior
management, and the Committee must meet, at le@mst & year, with the
external auditor; and

(i) the Committee should consider any significantunusual items that are,
or may need to be, reflected in the reports andwats, it should give due
consideration to any matters that have been réogedde Company’s staff
responsible for the accounting and financial rapgrt function,
compliance officer or auditor;

® review the financial controls, internal contasid risk management systems;

(9) discuss the internal control system with thenagement to ensure that
management has performed its duty to have an eiecdhternal control system,
including the adequacy of resources, staff qualiftms and experience, training
programmes and budget of the Company’s accountiddiaancial reporting function;

(h) consider major investigation findings on introontrol matters as delegated by
the Board or on its own initiative and managemerg&ponse to these findings;

0] review the Group’s financial and accountingipels and practices;

()] review the external auditor's management letsgry material queries raised by
the auditor to management about accounting recdiria)cial accounts or systems of
control and management’s response;

(k) ensure that the Board will provide a timelypesse to the issues raised in the
external auditor's management letter;

)] review arrangements by which employees of tlmen@any may, in confidence,
raise concerns about possible improprieties imfirel reporting, internal control or other
matters. The Committee should ensure that propangements are in place for the fair



and independent investigation of such matters andgpropriate follow-up action;

(m)  to act as the key representative body for @etng) the Company’s relation with
the external auditor, and to evaluate the coomeratceived by the external auditors,
including their access to all requested records dad information; obtain the comments
of management regarding the responsiveness okthenal auditors to the Group’s needs;
inquire of the external auditors as to whetheredhleave been any disagreements with
management which if not satisfactorily resolved ldoesult in the issue of a qualified
report on the group’s financial statements;

(n) obtain from the external auditors annually miation about policies and
processes for maintaining independence and momgtodompliance with relevant
requirements, including provision of non-audit $e#% and requirements regarding
rotation of audit partners and staff;

(o) discuss with the external auditors any reconua#gans arising from the audit (if
necessary in the absence of management);

(p) meet with the auditor, at least once a yearthan absence of management to
discuss matters relating to its audit fees, anyeismising from the audit and any other
matters the auditor may wish to raise;

(@ the engagement of the external auditors toop@rfnon-audit services is in
general prohibited except for tax-related servicdé.a compelling reason exists to
engage the external auditors due to their uniqyertise in a particular area, the prior
approval of the Committee is required;

) review and consider the findings of internaVéstigations and management’s
response into any suspected frauds or irregulsritiefailures of internal controls or
infringements of laws, rules and regulations;

(s) agree with the Board the Company’s policy metato the hiring of employees or
former employees of the external auditors and moritie applications of such policy.
The Committee shall consider whether as a resulsuch hiring there has been any
impairment of the auditor’s judgment or independeimcrespect of an audit;

() report to the Board on the above matters; and
(u) consider other topics, as defined by the Board;

Report procedures

18. The Committee shall report to the Board ongallag basis. At the next meeting of
the Board following a meeting of the Committee, tiairman of the Committee shall
report the findings and recommendations of the Cdteento the Board. At least
annually, the Committee should present a repoth@oBoard which addresses the work
and findings of the Committee during the year.

Terms of Reference
19. These Terms shall be reviewed on annual badissrequired.

20. These Terms will be posted on the websiteshef $tock Exchange and the



Company.
Note:

If there is any inconsistency between the English and Chinese versions of this
document, the English version shall prevail.



