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Harbin Bank Co., Ltd.
Terms of Reference of the Audit Committee of the Board (Amended)

Chapter One General Provisions

Article 1 In order to strengthen the decision-making function of the Board of
Harbin Bank Co., Ltd. (hereinafter referred to as “the Company” or “Company”), to
ensure effective supervision of the Board on the operation and management personnel,
and to further improve the governance structure of the Company, and in accordance
with relevant provisions of laws and regulations such as the Company Law of the
People’s Republic of China, Commercial Banking Law of the People’s Republic of
China, Corporate Governance Guidelines for Banking and Insurance Institutions,
Internal Control Guidelines for Commercial Banks, etc., as well as the Articles
of Association of Harbin Bank Co., Ltd. (hereinafter referred to as “Company’s
Articles”) and the Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (hereinafter referred to “Listing Rules”), the Audit Committee of
the Board (hereinafter referred to as “Audit Committee” or “Committee”) is hereby
established by the Company and these Working Rules are prepared.

Article 2 The Audit Committee is a special working agency under the Board.
The Audit Committee, in accordance with the law, has the right to know about the
operational conditions of each business lines, the financial conditions and the internal
control conditions of the Company, as well as the audit and inspection results of the
functional departments and branches by the Internal Audit Department of the Company
shall be submitted to the Audit Committee in a timely and comprehensive manner.

Chapter Two Committee Members

Article 3 The Audit Committee comprises three (3) members, and all of them
shall be non-executive directors. The majority of the Committee shall be independent
non-executive directors and at least one (1) of them shall have appropriate professional
qualifications or accounting or related financial management expertise. All members of
the Audit Committee shall have professional knowledge and working experience that
are competent for the performance of the duties of the Audit Committee. Employee
directors may serve as members of the Audit Committee.



Article 4 The chairman and members of the Audit Committee shall be
nominated by the Chairman and be elected by the Board.

Article 5 The Audit Committee shall have one (1) chairman. Such chairman
must be an independent non-executive director. The chairman shall preside the work of
the Committee. The chairman of the Audit Committee shall work in the Company for
at least 20 workdays every year. The Committee shall have one (1) secretary for daily
work contact and preparation of Committee meetings.

A former partners of external audit agency responsible for account auditing of the
Company shall not, (i) within two (2) years upon ceasing as a partner of the external
audit agency, or (i1) within two (2) years upon termination of his/her entitlement to
financial benefits of the external audit agency (whichever the later)3, act as a member
of the Committee.

Article 6 The term of office of a Committee member is the same as that of the
Board. After expiration of such term, a Committee member may serve for another
term if re-elected. During the term of office, if a member no longer acts as a director
of the Company or loses the independence as stipulated by the Company’s Articles as
an independent non-executive director, his/her qualifications as a Committee member
shall automatically terminate and the Board shall fill such vacancy or vacancies
according to Articles 3 to 5 above.

Chapter Three Duties

Article 7 The main duties of the members of the Audit Committee are as
follows:

(I) Review the financial information of the Company and inspect the finances of
the Company.

1. Review the accounting policy, financial condition and financial
reporting procedures of the Company, including the integrity of
financial statements, annual report and accounts, half-year reports and
quarterly reports (if any), and review significant comments relating to
financial reporting contained in the statements and reports.

The specific duties shall include the following:
(1) considering the Company’s financial reports, and giving opinions

in writing on the truthfulness, completeness and accuracy of the
financial reports;



(2) considering the profit distribution plan, and expressing opinions
on the compliance and rationality of the profit distribution plan;

(3) focusing on significant accounting and audit matters of the
Company’s financial reports, including, among other things,
adjustments to material accounting errors, changes in significant
accounting policies and estimates, matters relating to significant
accounting judgments, and matters resulting in a failure to receive
audit reports with non-standard unqualified opinions;

(4) paying special attention to the possibilities of fraud, corruption
and material misstatements relating to financial reports;

(5) supervising the rectification of matters relating to the financial
reports.

The Audit Committee shall, before submitting relevant statements and
reports to the Board, review particularly the following:

(1) any changes in accounting policies and practices;
(2) major judgmental areas;
(3) significant adjustments arising out of audit;

(4) the going concern assumptions of the Company and any qualified
opinion;

(5) compliance with relevant accounting standards;

(6) compliance with the Listing Rules and relevant provisions of laws
in relation to financial reporting.

The member of the Audit Committee shall, while performing these
duties, liaise with the Board and senior management, and coordinate
communications between the senior management, the Internal Audit
Department and the external auditors. The Audit Committee shall
convene at least two (2) meetings with the external auditors of the
Company every year, among which at least one (1) shall be a meeting
with the external auditors in the absence of the senior management,
while the secretary to the Board may attend the meeting. The Audit
Committee shall consider any significant or unusual issues as
reflected or should be reflected in such reports and accounts, as well
as any matters raised by subordinate accountants, financial reporters,
supervisors (if any) or external auditors of the Company.



(I) Review the financial reporting system, the internal control system and their
implementation:

1. Oversee and review on an ongoing basis the Company’s financial and
internal control system, and oversee the design, implementation and
monitoring of the internal control system by the management to ensure
that the Company has established and maintained an appropriate and
effective internal control system; review the self-evaluation reports
on internal control; review the audit report of the external auditors
on internal control, and communicate with the external auditors on
issues discovered and improvement measures; review relevant rules
and regulations and their implementation, check and evaluate the
major operation activities of the Company in terms of compliance and
effectiveness of such rules and regulations; and oversee the internal
control measures, including but not limited to management systems,
operational procedures, key risk links, and related information systems
for new businesses and new products.

The Audit Committee, while executing these duties, shall:

(1) listen to the report on, or review the effectiveness of the internal
control system of the Company (including its subsidiaries) at least
once a year;

(2) ensure the review covers all material controls, including financial,
operational and compliance controls.

(3) The Audit Committee should pay special attention to the following
in its annual review:

a. the changes, since the last annual review, in the nature
and extent of significant risks, and the Company’s ability
to respond to changes in its business and the external
environment;

b. reviewing the report of the management on the effectiveness
of the internal control system, the self-evaluation report on
internal control and the audit report of the external auditors
on internal control, and reviewing the scope and quality of
management’s ongoing monitoring of the internal control
system, and the work of its internal audit function and other
assurance providers;



c. the extent and frequency of communication of control results
to the Board which assists it in assessing the effectiveness of
the internal control system of the Company;

d. if significant control failings or weaknesses have been
identified during the period, reviewing the extent to which
they have resulted in unforeseen outcomes or contingencies
that have had, could have had, or may in the future have, a
material impact on the Company’s financial performance or
condition, and promoting the rectification of deficiencies of
the internal control;

e. reviewing the procedures on the financial reporting of the
Company and compliance with the requirements of the
Listing Rules, including the effectiveness of procedures for
the handling and dissemination of inside information and the
internal control measures.

Discuss the internal control system with the management, oversee the
design, implementation and monitoring of the internal control system,
and ensure the management has performed its duty to establish and
maintain an appropriate and effective internal control system. The
contents of such discussion shall include the adequacy of resources,
employees’ qualifications and their experience in respect of accounting,
internal audit and financial reporting functions of the Company, as well
as employees’ training courses and sufficiency of relevant budgets;

Ensure appropriate arrangements are in place in the Company to allow
the employees to raise concerns in confidence on possible improprieties
in financial reporting, internal control or other matters, and ensure that
proper arrangements are in place for fair and independent investigation
of these matters and for appropriate follow-up action;

At its own initiative or as delegated by the Board, to look into
significant investigation results relating to internal control matters and
the response of the management to such investigation results;

Oversee the internal control environment, risk identification and
assessment, internal control measures, information exchange and
feedback, and supervisory evaluation and correction;

Oversee the internal control compliance works, and guide relevant
departments to conduct comprehensive supervision and evaluation of

positions and operations related to internal controls;

Other matters deemed necessary for oversight by the Audit Committee.
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(IIT) Supervise and evaluate the adequacy and effectiveness of the internal control
function of the Internal Audit Department, including but not limited to
regular meetings and exchange of opinions with the responsible persons of
the Internal Audit Department, reviewing the annual working plan and annual
working report of the Internal Audit Department, ensuring coordinated work
between the Internal Audit Department and external auditors, and ensuring
that the Internal Audit Department has sufficient resources for operation, and
have appropriate standing.

(IV) Supervise and evaluate the relationship between the Company and external
auditors and the work of external auditors:

1. Providing suggestions to the Board on the appointment (including
re-appointment), change and removal of the external auditors,
approving remuneration and terms of engagement of the external
auditors, and timely handling of any issues related to resignation or
dismissal of external auditors;

2. Checking and supervising the independence, objectivity and
professionalism as well as the effectiveness of the audit process of the
external auditors according to applicable standards; when evaluating
the external auditors’ independence, giving special consideration to the
impact on their independence by the provision of non-audit services
by the external auditors; the Audit Committee shall discuss the nature
and scope of the audit, the plan and methods of the audit as well as
reporting obligations with external auditors before the start of auditing
work; and supervising and evaluating whether the external auditors
fulfil their duties diligently;

3. Developing and implementing policies on engaging an external auditor
to supply non-audit services;

4. Reviewing the external auditor’s management letter, any material
queries raised by the auditor to management about accounting records,
financial accounts or systems of control and management’s response;

5. Ensuring the Board responds timely to the issues raised in the external
auditor’s management letter;

6. Acting as the key representative body between the Company and
external auditors, and being responsible for supervision of the
relationship between them:;

7. Reporting to the Board on any matters where action or improvement

is needed for non-audit service provided by external auditors, and
providing relevant proposals.
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(V) Provide guidance on and oversee the internal audit work, the specific duties
of which include the following:

[S—

reviewing the annual internal audit plan of the Company;
supervising the implementation of internal audit plan of the Company;

reviewing the internal audit reports, evaluating the results of internal
audit and supervising the rectification of material matters;

providing guidance to the Internal Audit Department on effective
operation, ensuring its independent fulfillment of audit oversight
functions, and effectively implementing business management and
performance evaluations for the Internal Audit Department.

The Internal Audit Department of the Company shall report to the Audit
Committee. Various audit reports and the plan and status of rectification of
the issues identified during an audit shall be submitted by the Internal Audit
Department to the senior management and the Audit Committee simultaneously.

(VI) Report to the Board on the corporate governance functions of the Company,
including:

developing and reviewing the Company’s policies and practices on
corporate governance and making recommendations to the Board;

reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements;

reviewing the Company’s compliance with the Corporate Governance
Code and disclosure in the Corporate Governance Report.

(VII) Oversee the operational decisions and risk management of the Company, and
supervise the rectification, including:

Key areas of oversight for risk management include: risk control
mechanisms of the Board and senior management; risk management
strategy, risk appetite, and its communication mechanisms; risk
management policies and procedures; risk identification, measurement,
monitoring, and control practices; economic capital allocation
mechanisms; consolidation management strategy, systems, procedures,
and periodic review and evaluation mechanisms; other matters deemed
necessary for oversight by the Audit Committee.



2. Key areas of oversight for operational decisions include: major
decisions and the implementation regarding mergers, divisions,
dissolution, and changes of corporate form; approval of significant
matters such as establishing subsidiaries, acquisitions and mergers,
external investments, asset purchases, asset disposals, asset write-offs,
external guarantees, and affiliated transactions; business plans and
investment plans, economic capital allocation plans, annual financial
budget and final accounts, profit distribution and loss compensation
plans, proposals on the increase or decrease registered capital, proposals
on the issuance of corporate bonds or other securities, and share
repurchase plans; and other matters deemed requiring key oversight by
the Audit Committee.

(VIII) Oversee the Board, senior management, and their members:

1. Key areas of oversight for the Board and its members include:
compliance with laws, regulations, rules, and other normative
documents; compliance with the Company’s Articles, the Rules
of Procedure for the Shareholders’ General Meeting and the Rules
of Procedure for the Board of Directors; execution of relevant
shareholders’ general meeting resolutions; and exercise of powers and
fulfillment of duties in major management decisions in accordance
with the law; continuous improvement in corporate governance,
development strategy, business philosophy, capital management,
compensation management, information disclosure, and safeguarding
the interests of depositors and other stakeholders; effective operation
of the special committees under the Board; directors’ attendance at
meetings, expression of opinions, and submission of recommendations;
independent directors’ expression of independent opinions on
significant affiliated transactions, profit distribution plans, matters that
may impair the interests of depositor or minority shareholders, or cause
substantial losses to the commercial bank; and other important matters
requiring supervision.

2. Key areas of oversight for senior management and its members
include: compliance with laws, regulations, rules, and other normative
documents; compliance with the Company’s Articles and Board
authorizations in executing resolutions of the shareholders’ general
meeting and Board, and fulfillment of operational management
duties within their powers; continuous improvement in operational
management, risk management, and internal controls; and other
significant matters requiring supervision.



(IX) Establish and improve an evaluation system for the performance of the
Board, senior management, and their members, and conduct evaluations
of their performance. Within four months after the end of each year,
report the evaluation results and basis for the performance of the Board,
senior management, and their members to the national financial regulatory
authority, and report the evaluation results to the shareholders’ general
meeting;

(X) Supervise the conduct of directors and senior management in performing
their duties for the Company, and propose the removal of directors and
senior management who violate laws, administrative regulations, the
Company’s Articles, or resolutions of the shareholders’ general meeting;

(XI) Urge directors and senior management to correct their acts which impair the
interests of the Company;

(XII) Initiate litigation against the directors and senior management in accordance
with the relevant provisions of the Company Law;

(XIII) Submit proposals to shareholders’ general meetings; propose the convening
of extraordinary general meetings; convene and preside over shareholders’
general meetings when the Board fails to fulfill its duties under the Company
Law to convene and preside over such meetings;

(XIV) Oversee the Board in establishing sound business principles and value
standards and formulating development strategies that are appropriate for the
Company;

(XV) Assess the scientific nature, rationality, and soundness of the Company’s
development strategies and preparing assessment reports;

(XVI) Oversee the selection and appointment procedures for directors;

(XVII) Supervise the implementation of the Company’s compensation management
system and the scientific and reasonable nature of compensation schemes for
senior management;

(XVI) Members of the Audit Committee may attend meetings of special committees
of the Board and senior management meetings, and have the right to raise
queries or make suggestions regarding matters that are the subjects of
resolutions of such meetings;

(XIX) Review the audit work plan and report on the performance of the senior
management of the Company, and report the audit reports to the Board;



(XX) Perform other duties as required by the laws and regulations, regulatory
provisions and as authorised by the shareholders’ general meeting and the
Board.

Article 8 The Audit Committee reports work to the Board.

Article 9 The Company shall ensure sufficient resources for the Audit
Committee to perform its duties. The Board Office shall, together with relevant
departments, make preparations for Committee meetings, and provide written
information associated with finance and auditing, etc. of the Company according to the
procedures stipulated in laws, regulations and the Company’s Articles, including but
not limited to:

(I) relevant internal control system and its operation as well as assessment
reports and financial accounting reports;

(IT) the management’s analysis, proposal and conclusion report of the internal
control, and its confirmation of the effectiveness of the internal control;

(IIT) working reports of the Internal Audit Department, including the analysis of
the effectiveness and adequacy of internal controls;

(IV) the audit report of the external auditors on the internal control;

(V) due diligence reports, internal audit recommendations, internal control
assessment reports, and management opinions made by the accounting firm
appointed by the Board and senior management, if any;

(VD) disclosure of financial information by the Company to the public;

(VII)other relevant matters.

Chapter Four Rules of Procedures
Article 10 The Audit Committee shall convene at least four (4) meetings
every year, and notify all the Committee members three (3) days before the meeting;
however, such notice period may be waived with consent of the entire Committee. The
notice may be given in the form of writing, fax or mail.
The meeting shall be presided by the chairman of the Committee, who shall

delegate other members of the Committee to preside the meeting on his/her behalf
upon his/her absence.
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Article 11 Notice on meetings of the Audit Committee shall include the
following:

(I) date and place of the meeting;
(IT) duration of the meeting;

(IT) causes and topics;

(IV) date of notice;

(V) relevant material of the meeting.

Article 12 The Audit Committee meeting shall only be held with the presence
of more than two thirds (2/3) of the Committee members; each member shall have
one (1) vote; resolutions of the meeting shall be approved by an affirmative vote of
more than half (1/2) of all the Committee members. When a valid resolution cannot be
formed by deliberation due to withdrawal of Committee members, the relevant matter
shall be deliberated by the Board directly.

Article 13 The members of the Audit Committee shall attend the meeting
in person and provide an unequivocal opinion on the matter being deliberated. If a
Committee member is unable to attend a meeting for any reason, he/she may authorise
another member to attend and give opinion on his/her behalf by signing a power
of attorney. The power of attorney shall expressly state the scope and duration of
the authorisation. Each member can only be authorised by one member at the same
time. If a member being an independent non-executive director is unable to attend a
meeting for any reason, he/she should authorise another member being an independent
non-executive director to attend on his/her behalf.

Article 14 The Committee shall make decisions by voting; meetings may be
held by on-site voting or by circulation of written resolutions.

Article 15 If necessary, the Committee may require other directors, senior
management, external experts, representatives of the external auditors, internal
auditors, the financial staff, legal advisors and responsible persons of relevant
departments to attend the meeting as a non-voting attendee and provide the necessary
information.

Article 16 If necessary, the Committee may hire intermediary institutions to

provide professional suggestions for its resolutions, with the costs to be borne by the
Company.
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Article 17 Where the Board disagrees with the Audit Committee’s view on the
selection, appointment, resignation or dismissal of external auditors, the Company
shall include in the Corporate Governance Report in its annual report of the Company
a statement from the Committee explaining its recommendation and also the reason(s)
why the Board has taken a different view.

Article 18 The convening procedures and voting methods of the Audit
Committee meetings and resolutions adopted in the meeting must abide by relevant
laws, regulations, the Listing Rules, the Company’s Articles and the stipulations in
these Working Rules.

Article 19 Full minutes of the Committee meetings should be kept in writing,
and the first and final drafts of the minutes shall be sent to all the Committee members
in succession after certain period of time. The first draft is open for members’
comments, and the final draft is for record. Members presenting the meeting shall sign
on the minutes, and for meetings convened by circulation of written resolutions, the
opinions of the member shall be recorded or the member shall transmit his/her opinions
to the recorder by mail. Minutes of the meeting shall be kept by the conference
secretary of the Company.

Article 20 Plans approved, as well as resolutions adopted in the Audit
Committee’s meetings and the minutes thereof shall be reported to the Board in writing
regularly.

Article 21 Those members presenting and attending the meeting shall keep
the issues discussed in the meetings confidential, and shall not disclose relevant
information without authorisation.

Article 22 Any member of the Audit Committee having a conflict of interest in
the matters to be discussed in the Committee meeting shall withdraw from the meeting.

Chapter Five Additional Rules
Article 23 The Working Rules shall become effective upon approval at the
Board meeting. The former working rules of the Audit Committee of the Board shall
become invalid automatically upon the effectiveness of this Working Rules.
Article 24 The function scope of the Audit Committee shall be disclosed on

the websites of the Stock Exchange of Hong Kong Limited and of the Company for
interpretation of its role as well as powers delegated to it by the Board.
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Article 25 Issues left uncovered by the Working Rules or in case of any
conflicts between the Working Rules and laws and regulations, the listing rules of the
place where the shares of the Company are listed, or the Company’s Articles, relevant
laws and regulations, the listing rules of the place where the shares of the Company
are listed or the Company’s Articles shall prevail, and the Working Rules shall be
amended forthwith and submitted to the Board for approval.

Article 26 The Board of the Company reserves all the right of formulation,
interpretation and amendments of the Working Rules.
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