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Rules of Procedures of the Audit Committee

under the Board of Directors of China BlueChemical Ltd.

1. GENERAL PROVISIONS

1.1

1.2

1.3

To safeguard the legitimate rights and interests of shareholders of China
BlueChemical Ltd. (hereinafter referred to as the “Company”) and regulate the
proceedings of the audit committee under the board of directors of the Company
(hereinafter referred to as the “Audit Committee), these Rules of Procedures
are formulated in accordance with the provisions and requirements of the
Articles of Association of China BlueChemical Ltd., the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (hereinafter
referred to as the “Listing Rules”) and other relevant laws, regulations and
regulatory documents while taking into consideration the actual circumstances
of the Company.

The Audit Committee is a special committee established under and accountable
to the board of directors.

The Audit Committee is responsible for reviewing and overseeing the
Company’s procedures on the preparation of financial reports and internal
control, examining annual production and operation and budget proposals, and
making recommendations to the board of directors.

2. MEMBERS AND ORGANIZATIONAL STRUCTURE

2.1

2.2

2.3

The Audit Committee shall comprise at least three members, all of whom shall
be non-executive directors and the majority of whom shall be independent non-
executive directors. One member among the independent non-executive directors
shall have suitable professional qualifications or relevant accounting or
financial management experience as required by the Listing Rules.

Members shall be appointed or removed by the board of directors. The term of
office of members is the same as their term of office as directors of the
Company. However, the board of directors may make adjustment to their term
of office as members prior to expiry as needed.

The Audit Committee shall have one chairman to be acted by an independent
non- executive director from among members. The chairman shall be nominated
by the chairman of the Company, subject to the consideration and approval by
the board of directors.



3.

2.4

Any former partner of the accounting firm currently responsible for the
Company’s accounts (where he is a director of the Company) shall not act as
member of the Audit Committee within two years from the following dates
(whichever is later):

1) the date when he ceases to be a partner of that company; or

2) the date when he no longer enjoys the financial interests of that company.

OPERATIONAL PROCEDURES

3.1

3.2

3.3

3.4

3.5

Meetings of the Audit Committee shall include regular meetings and interim
meetings. Regular meetings shall be convened at least twice a year whereas
interim meetings may be convened upon proposal by more than one-half of the
members or the chairman of the Audit Committee. The external auditors may
propose to the chairman of the Audit Committee for the convening of interim
meetings if deemed necessary. The Audit Committee shall hold meetings with
the external auditors at least once a year, in the absence of executive directors of
the board of directors, for discussion and communication in respect of the
Company’s internal financial audit.

Meetings shall be presided over by the chairman and the chairman, if unable to
attend, may appoint another member who shall be an independent non-
executive director to preside over the meeting.

Meetings shall be held by more than two-thirds of the members attending the
meeting. Each member has one voting right. Resolutions adopted at the meeting
shall be passed by more than one-half of all members. If members are unable to
attend the meeting for some reason, they may appoint another member in
writing to attend the meeting and exercise the voting right on their behalf.

The Audit Committee may invite directors, supervisors, senior management and
other personnel of the Company to sit in on the meeting. If necessary, the Audit
Committee may engage intermediaries to provide professional advice for its
decision-making.

The Audit Committee shall maintain complete minutes and/or resolutions of the
meeting where members attending the meeting shall sign on the minutes.
Resolutions of the meeting shall be signed by the chairman of the Audit
Committee and the minutes and/or resolutions of the meeting shall be reported
to the board of directors.



3.6

3.7

3.8

3.9

Meetings may be convened in the form of communications over written
resolutions. Written resolutions shall be delivered to all members by methods
including email, facsimile, express mail and personal delivery. Members shall,
upon voting on the resolutions, return the signed originals to the Company for
filing. Where the majority of all members have given their signatures agreeing to
the resolution, such resolution shall be considered to have passed by the Audit
Committee.

The initial draft of the minutes shall be provided to all members within a
reasonable period of time after the meeting for their comments. The revised
minutes of the meeting shall become final upon signing by members and shall be
provided to all members for their records.

The secretary to the Audit Committee (to be acted by the secretary to the board
of directors where no person has been appointed for the task) shall distribute the
final minutes and reports of the meeting to all members of the board of directors
for their perusal.

The Audit Committee shall be provided with adequate resources to discharge its
duties and powers.

3.10The Audit Committee shall make disclosure of its terms of reference to explain

its functions and responsibilities as well as other powers delegated by the board
of directors.

3.11 Where the board of directors disagrees with the Audit Committee’s views over

the selection, appointment, resignation or removal of the Company’s external
auditors, the Audit Committee shall arrange for the Corporate Governance
Report in the Company’s annual report to include an explanation of its
recommendations and the reasons why the board of directors has taken a
different view.

3.12The Audit Committee shall report to the board of directors on the adoption of

any action or improvement that it considers necessary and make
recommendations on the steps to be taken.



RESPONSIBILITIES

The terms of reference of the Audit Committee authorized by the board of directors
shall include requirements provided in C.3.3 and C.3.7 of Section C.3 of the Code on
Corporate Governance Practices in Appendix 14 of the Listing Rules (hereinafter
referred to as the “Code on Corporate Governance Practices™) (the actual terms of
reference shall be governed by the Listing Rules and its requirements which are
subject to revision from time to time). The main contents are set out as below:

4.1 The Audit Committee shall make recommendations to the board of directors on
the appointment, re-appointment and removal of the external auditor, approve
the remuneration and terms of engagement of the external auditor, and handle
any questions of resignation or dismissal of the external auditor; and act as the
key representative body for overseeing the relations of the Company with the
external auditor.

4.2 The Audit Committee shall review and monitor the independence and
objectivity of the external auditor and the effectiveness of the audit
procedures in accordance with applicable standards, and discuss with auditors
on the nature and scope of the audit and relevant reporting obligations before
the audit commences.

4.3 The Audit Committee shall formulate and implement policy on the engagement
of external auditors to provide non-audit services.

4.4 The Audit Committee shall examine annual production, operational and
financial budget proposals and make recommendations to the board of
directors.

4.5 Members of the Audit Committee shall liaise with the board of directors and
senior management and hold meetings with the external auditors at least
annually, and monitor the integrity of the Company’s financial statements,
annual report, accounts, half-year report and quarterly reports (if any) and
review significant financial reporting judgments contained in them, with
particular focus on the following items:

(1) accounting policies and any changes in practices;

(2) major judgmental areas;

(3) significant adjustments resulting from audit;

(4) the going concern assumptions and any qualifications;

(5) compliance with accounting standards; and



4.6

4.7

4.8

4.9

(6) compliance with the Listing Rules and legal requirements in relation to
financial reporting.

The Audit Committee shall consider any significant or unusual items that are, or
may need to be, reflected in the reports and accounts referred to above, and to
give due consideration to any matters that have been raised by the staff
responsible for accounting and financial function, compliance officers or
auditors of the Company.

The Audit Committee shall review and regulate the financial controls, financial
reporting system, internal control procedures and risk management system of
the Company, and fix any identified weaknesses in a timely manner.

The Audit Committee shall discuss the risk management and internal control
system with management to ensure that management has discharged its duty to
establish an effective risk management and internal control system, understand
the monitoring measures and completeness of risk management and internal
control systems, and review monitoring measures to prevent or detect fraud and
errors. This discussion shall include the adequacy of resources, staff
qualifications and experience, training programs and budget of the Company’s
accounting and financial reporting function; the effectiveness of the Company’s
internal control procedures, the acceptance of complaints or concerns raised by
the staff in secret in respect of misconduct that may occur in terms of financial
reporting, internal control and other functions and the Company’s
arrangements for staff complaints. At the same time, the Audit Committee
shall ensure that appropriate arrangements are in place enabling the Company
to conduct a fair and independent investigation of the staff’s complaints and
take proper actions. The Audit Committee shall, on its own initiative or upon
the request of the board of directors, study results of investigation in relation to
risk management and internal control issues and the feedback of management.

The Audit Committee shall oversee the appointment and removal of the person-
in-charge of the Company’s internal audit function and make relevant
recommendations; coordinate the work between the internal and external
auditors to ensure that the internal audit function is adequately resourced and
has appropriate standing within the Company; and examine and monitor the
effectiveness of the Company’s internal audit function.

The Audit Committee shall review the Group’s financial and accounting policies
and practices.

4.10The Audit Committee shall review the management letter of the external

auditor, any material queries raised by the auditor to management in respect of
the accounting records, financial accounts or systems of control and the
response of management, and ensure that the board of directors will provide a
timely response to the issues raised in the management letter.



4.11 The Audit Committee shall report to the board of directors on matters provided
in the Code on Corporate Governance Practices.

4.12The Audit Committee shall deal with other important audit items.

DUTIES AND POWERS OF THE CHAIRMAN OF THE AUDIT COMMITTEE

5.1 The chairman shall convene and preside over regular and interim meetings of the
Audit Committee.

5.2 The chairman shall supervise and examine the implementation of resolutions
adopted by the Audit Committee.

5.3 The chairman shall execute important documents of the Audit Committee.

5.4 The chairman shall report his work to the board of directors on a regular basis
or in accordance with the arrangements of the board of directors.

5.5 The chairman shall perform other duties and powers delegated by the board of
directors.

ANNUAL PERFORMANCE APPRAISAL REVIEW

The Audit Committee shall draft and submit an annual performance appraisal report
to the board of directors. The Audit Committee has the right to determine the
approach of the annual performance appraisal report. The chairman of the Audit
Committee or members designated by the Audit Committee may give an account of
the report orally or in writing.

RESOURCES AND AUTHORITY

The Audit Committee has the right to appoint independent consultants and legal
advisers as needed in the implementation of relevant affairs in accordance with the
provisions of these Rules of Procedures and other relevant laws, regulations and
regulatory documents. The Company shall provide financial and funding assurance
deemed appropriate by the Audit Committee for the payment of:

7.1 remuneration for the provision of audit services by accounting firms and in
relation to audit, review and verification services; and

7.2 remuneration payable to consultants appointed by the Audit Committee.



RESTRICTIONS ON THE FUNCTIONS AND RESPONSIBILITIES OF THE
AUDIT COMMITTEE

The Audit Committee is not obliged to plan and implement any audit activities in
performing the functions and responsibilities referred to above in these Rules of
Procedures. The management of the Company shall be responsible for the
preparations of the Company’s financial reporting function whereas the
accounting firm shall be responsible for the audit of the Company’s financial
reports.

MISCELLANEOUS

9.1 Unless otherwise defined, the expression of “at least” referred to in these Rules
of Procedures shall include the figure mentioned.

9.2 These Rules of Procedures shall take effect from the date of approval by the
board of directors and the same applies to any amendments made.

9.3 The interpretation of these Rules of Procedures shall be vested in the board of
directors.

Fourth amendment as of 20.Dec.2018
Third amendment as of 25.Jan.2016
Second amendment as of 29.Mar.2012
First amendment as of 26.Aug.2009
Formulated as of 25.Apr.2006




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars true
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        14.173230
        14.173230
        14.173230
        14.173230
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


