
1

BEIJING CAPITAL LAND LTD.

RULES OF PROCEDURE
FOR THE AUDIT COMMITTEE

OF THE BOARD OF DIRECTORS

Chapter I General Provisions

Article 1 In order to further complete the proceedings and decision-making 
procedures of the Audit Committee of the Board of Directors (hereinafter referred to as 
the “Board”) of Beijing Capital Land Ltd. (hereinafter referred to as the “Company”), 
ensure high efficiency of and effective supervision over the Audit Committee, enhance 
the management of connected transactions and control risks related to connected 
transactions, these rules of procedure (hereinafter referred to as these “Rules”) are 
hereby formulated in accordance with the Company Law of the People’s Republic of 
China, other applicable laws, regulations, normative documents, and the Rules 
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited 
(hereinafter referred to as the “Listing Rules”), while taking into consideration of the 
Articles of Association of Beijing Capital Land Ltd. (hereinafter referred to as the 
“Articles of Association”) and the Rules of Procedure of Meetings of Directors of 
Beijing Capital Land Ltd.

Article 2 The Audit Committee is a specialist committee under the Board.

Chapter II Composition of the Audit Committee

Article 3 The Audit Committee must consist of at least three members who are 
non-executive directors, a majority of whom shall be independent non-executive 
directors, with one of the independent non-executive directors having appropriate 
professional qualifications or accounting or related financial management expertise as 
required under Rule 3.10(2) of the Listing Rules. The Audit Committee shall have one 
chairman who shall be an independent non-executive director.

Article 4 Members of the Audit Committee shall be nominated by the Chairman 
of the Board, more than one half of the independent non-executive directors or one third 
or above of all directors and be elected by the Board.
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Article 5 Members of the Audit Committee shall not include directors nominated 
by controlling shareholders, other than those who are independent non-executive 
directors. Members of the Audit Committee shall have the same tenure as members of 
the Board and be eligible for re-election upon expiration of such tenure. If any member 
of Audit Committee ceases to act as a director of the Company or any member of Audit 
Committee who should be an independent non-executive director no longer has the 
independence as stipulated in the Articles of Association or the Listing Rules during his/
her tenure, he/she shall lose his/her membership qualification automatically, and the 
vacancy shall be filled by the Board in accordance with the requirements set out above.

Chapter III Duties of the Audit Committee

Article 6 The Audit Committee is responsible for assisting the Board in the 
performance of its obligations in relation to corporate governance, financial reporting, 
corporate control and the audit of material connected transactions.

Article 7 Major duties of the Audit Committee are:

(I) Relations with external auditors:

1. in accordance with the approval or ratification requirements of the 
G e n e r a l  M e e t i n g ,  t o  b e  p r i m a r i l y  r e s p o n s i b l e  f o r  m a k i n g 
recommendations to the board on the appointment, reappointment and 
removal of the external auditor, and to approve the remuneration and 
terms of engagement of the external auditor, and any questions of its 
resignation or dismissal; Such proposals shall be submitted to the Board 
and subject to approval by way of poll at a General Meeting after being 
submitted by the Board;

2. to review and monitor the external auditor’s independence and 
objectivity and the effectiveness of the audit process in accordance with 
applicable standards. The audit committee should discuss with the 
auditor the nature and scope of the audit and reporting obligations 
before the audit commences;

3. to develop and implement policy on engaging an external auditor to 
supply non-audit services. For this purpose, “external auditor” includes 
any entity that is under common control, ownership or management 
with the audit firm or any entity that a reasonable and informed third 
party knowing all relevant information would reasonably conclude to be 
part of the audit firm nationally or internationally. The audit committee 
should report to the Board, identifying and making recommendations on 
any matters where action or improvement is needed;
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(II) Review of the Company’s financial information:

1. to meet with the management of the Company and external auditors to 
review and discuss financial statements, quarterly reports (if any), 
interim reports, annual reports and accounts of the Company prior to 
submitting these materials to the Board for the purpose of monitoring 
their integrity; to review significant financial reporting judgements 
contained in these statements and reports, focusing especially on:

(i) any changes in accounting policies and practices;

(ii) major judgmental areas;

(iii) significant adjustments resulting from audit;

(iv) the going concern assumptions and any qualifications;

(v) compliance with accounting standards; and

(vi) compliance with the Listing Rules and other legal requirements in 
relation to financial reporting;

In regard to the above:

(i) members of the Audit Committee shall liaise with the Board 
and senior management. In the absence of other members of 
the Board or the management, the Audit Committee shall 
meet, at least twice a year, with external auditors, with one 
of such meetings focusing on matters in relation to audit 
fees, any matters arising from the audit work and other 
matters put forward by auditors; and

(ii) the Audit Committee shall review the external auditor’s 
management let ter of Audit Matters submitted to the 
management by external auditors, any important questions 
raised to the management by external auditors about 
accounting records, financial accounts or the supervising 
system and responses from the management, taking into 
proper consideration to any matters raised by the accounting 
and financial staff of the Company, compliance officer or 
auditors.
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(III) Oversight of the Company’s financial reporting system, risk management and 
internal control procedures:

1. to review the financial control system, risk management system and 
internal control system of the Company;

2. to discuss risk management and internal control systems with the 
management to make sure that the management has performed its duties 
and established effective systems. The discussion should include the 
adequacy of resources, staff qualifications and experience, training 
programmes and budget of the Company’s accounting and financial 
reporting functions;

3. to verify the effectiveness of the whistle-blowing channel established by 
the Company that allows its employees to secretly report possible 
misconduct in relation to financial reporting, internal control and other 
matters through internal channels. The Audit Committee shall maintain 
proper procedures that allow the Company to carry out fair and 
independent investigation into such matters and for appropriate 
follow-up actions;

4. to consider major investigation findings on risk management and 
internal control matters as delegated by the Board or on its own 
initiative and management’s response to these findings;

5. to ensure co-ordination between internal and external audit; to ensure 
that the internal audit function is adequately resourced and has 
appropriate standing within the Company, and to review and monitor its 
effectiveness;

6. to review the financial and accounting policies and practices of the 
Company and its subsidiaries;

7. to regularly report to the Board all matters set out in the terms of 
reference of the Audit Committee, including i ts decisions and 
recommendations; and

8. to take into consideration other matters as provided by the Board;

(IV) Attendance at General Meetings of the Company:

1. to attend and answer questions at Annual General Meetings in 
accordance with arrangements made by the Chairman of the Board; and
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2. to attend and answer questions at any General Meeting convened to 
approve connected transactions or any other transaction subject to the 
approval by independent shareholders in accordance with arrangements 
made by the Chairman of the Board.

Chapter IV Meeting System of the Audit Committee

Article 8 The Audit Committee has regular meetings and ad hoc meetings.

Article 9 Regular meetings of the Audit Committee shall be held at least twice a 
year, once before the Board approves the interim report and another after conclusion of 
the annual audit, respectively. Notice of a regular meeting shall be issued to all members 
at least five days before the meeting is held.

Article 10 Ad hoc meetings shall be held upon request by members of the Audit 
Committee or external auditors as and when they deem necessary. Notice of an ad hoc 
meeting shall be issued to all members at least one day before the meeting is held.

Article 11 Method of meeting notice shall be given to each member of the Audit 
Committee by way of hand, facsimile, via mail service, express mail or email, together 
with written notice and relevant documents for the meeting. Upon approval by more than 
one half of the members of the Audit Committee, the above notice period may be 
exempted.

Article 12 The notice shall clearly set out the time, place, agenda and attendees 
of the meeting. The quorum of any meeting of the Audit Committee shall be at least two 
thirds of the members; each member shall have one vote.

Article 13 Matters discussed at meetings of the Audit Committee may only be 
submitted to the Board and the General Meeting by the Audit Committee, subject to the 
approval by more than one half of the members.

Article 14 Any resolution put to the vote at a meeting of the Audit Committee 
shall be decided on a show of hands, by way of a poll or through telecommunication.

Article 15 The Company shall provide the Audit Committee sufficient resources 
to perform its duties. The Audit Committee may, depending on the matters to be 
discussed, invite other directors, internal audit team, financial department, independent 
auditors or other relevant departments and persons to attend its meetings as non-voting 
delegates.

Article 16 The Secretary of the Board shall document decisions made on matters 
discussed at any meeting into resolutions of the meeting, which shall be signed by 
attendees of the meeting.
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Article 17 Minutes shall also be prepared for each meeting of the Audit 
Committee, into which dissenting opinions proposed by directors present shall be 
recorded. Such minutes shall be the reference based on which resolutions are to be 
adopted. Directors present at the meeting shall have the right to have their comments 
made at the meeting incorporated into the minutes in the form of descriptive statements. 
The key points put forward by directors as contained in the minutes of any Audit 
Committee meeting shall be kept by the Secretary of the Board as Company files after 
being reviewed by such directors present at the meeting.

Chapter V Decision-making Procedures of the Audit Committee

Article 18 The Secretary of the Board shall duly carry out preparation works at 
the early stage to enable decision-making by the Audit Committee and provide 
information of the Company in written form in relation to the following:

(I) relevant financial reports of the Company;

(II) work reports from the internal and external auditors;

(III) external auditing contracts and relevant work reports;

(IV) information disclosed to the public by the Company;

(V) plans, detailed descriptions and other documents related to material connected 
transactions of the Company.

Article 19 Connected persons and connected transactions in the Company’s 
announcements and non-financial components of its regular reports shall be defined and 
disclosed pursuant to the Listing Rules in principle; while connected persons and 
connected transactions in the financial components of the Company’s regular reports 
shall be defined and disclosed pursuant to the China Accounting Standards for Business 
Enterprises issued by the Ministry of Finance in principle.

Article 20 For connected transactions that are subject to the approval by the 
Board and at the General Meeting under rules of stock exchanges, the Secretary of the 
Board shall submit the plans, detailed descriptions and other documents related to such 
connected transactions to the Audit Committee. The Audit Committee will, in turn, 
review the transactions and form its written opinions to be submitted to the Board for 
consideration. Following due consideration and approval, the Board shall announce such 
transactions or submit them for consideration at the General Meeting. The Audit 
Committee may require the Company to engage independent financial adviser to issue 
special report as the basis of its judgement.
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Chapter VI Supplementary Provisions

Article 21 The Audit Committee shall make available its terms of reference, 
explaining its role and the authority delegated to it by the Board by including them on 
The Stock Exchange of Hong Kong Limited’s website and the Company’s website.

Article 22 Any matters not covered herein shall be dealt with in accordance with 
applicable national laws, regulations, the Articles of Association and the Listing Rules. 
In case of any conflicts between these Rules and any future laws, regulations of the state, 
the Articles of Association as modified by legal procedures or the Listing Rules, the 
latter shall prevail and these Rules shall be modified accordingly in a prompt manner.

Article 23 These Rules shall be implemented as of the date of approval by the 
Board after consideration, and they shall be interpreted and modified by the Board.

* For identification purpose only and should not be regarded as the official English translation of the 

Chinese names. In the event of any inconsistency, the Chinese names shall prevail.


