
BANK OF CHINA LIMITED 

(the “Bank”) 

TERMS OF REFERENCE AND MODUS OPERANDI OF 
AUDIT COMMITTEE 

Member 

1. The Committee shall be composed of three or more non-executive directors, 

majority of whom shall be independent directors. The Committee has one 

chairman who is an independent director. The members of the Committee shall be 

nominated by the Personnel and Remuneration Committee. The Chairman of the 

Committee shall be nominated by the chairman of the Board and approved by the 

Board of the Company (the “board”). 

Frequency and proceedings of meetings 

2. The Committee may determine the number of periodic meetings it holds every 

year; which, however, shall not be less than four times. When necessary, the 

Chairman of the Committee may convene an interim meeting (non-periodic). In 

principle, the number and timing of meetings shall coincide with the meetings of 

the Board.  

3. The meeting of the Committee shall not convene until more than half of its 

members attend. The Chairman of the Committee shall preside over all meetings; 

and if the Chairman fails to attend the meeting, he shall appoint a member as the 

chairman for that meeting. The Chairman of the meeting has right to postpone a 

proposal as required by most members present or submit it to the Board for review. 

The persons other than the members of the Committee and secretary, the secretary 

of the Board, representatives of the board of supervisors and the chief audit officer 

shall not voice at the meeting unless approved by the meeting chairman.  

4. After consulting with the secretary of the Board, the Committee Secretary shall 

develop the specific agenda of each meeting and submit it to the Chairman of the 

Committee for approval. The agenda shall include the specific items and the time 

to be allocated for each item.  

5. When the Chairman of the Committee decides to hold an interim meeting, he 

needs to send a notice to all members of the Committee and a copy to the 

Committee Secretary. The notice shall include the reasons and the items to be 

discussed. The members of the Committee, secretary of the Board and secretary of 

the Committee may also apply to the Chairman of the Committee for holding an 

interim meeting, to which the Chairman shall reply whether to hold such meeting 

within 72 hours upon receipt of the application.  

6. The Committee Secretary is responsible for preparing the meeting notice and 

sending it to the members of the Committee and other attendees within 10 

working days prior to the meeting. The meeting notice shall include the date, time, 



venue and agenda. In the case of an interim meeting, the notice shall be sent as 

soon as possible within the reasonable time prior to the date the meeting is 

proposed to be held.  

7. The meeting materials, in principle, shall be submitted to the members of the 

Committee for review 7 days prior to the meeting. The annual, semi-annual and 

quarterly financial reports must be presented to the members of the Committee in 

the form of words; other meeting materials are allowed to be provided in words or 

demo. All materials presented shall be concise; apart from the meeting materials, 

the Committee may require management to provide necessary supplementary 

materials to help the members of the Committee to make right judgment based on 

full understanding of relevant information.  

8. If the Committee considers that there is insufficient time to consider the 

documents or the management reasonably requires more time to prepare the 

supplementary materials, the Chairman of the Committee may postpone relevant 

items to the next meeting or other time as appropriate for deliberation.  

9. The Committee adopts the voting method of simple majority of all members. 

Every member can cast affirmative vote or negative vote. In case affirmative votes 

equal negative votes, the meeting chairman has the right to postpone the proposal 

or submit it to the Board for review. 

10. Before the meeting, each member shall consider whether any item to be reviewed 

involves the interests of himself/herself or any of his or her interested person. If so, 

a statement shall be made to the Committee before the discussion, unless it had 

already been made in other form. In case the item involves material interests of 

such member or interested person, the related member has no right to vote and 

also has no right to vote as proxy of other members. Meetings are allowed to be 

held and decision can be effective only if more than half of uninterested members.   

11. The Committee Secretary or designated person shall be responsible for compiling 

minutes of Committee meetings, which shall record the time, venue, attendees, 

non-voting delegates, proposal reviewed, main opinions or resolution of the 

Committee, main opinions on proposals from members and about the evasion of 

the member who has interests involved.  

12. In principle, the draft minutes shall be sent to the Chairman of the Committee for 

review within 10 working days after the meeting; and shall be sent to other 

members for opinions within 14 working days after the minutes is modified 

according to the opinions of the Chairman. Members shall give feedback within 5 

working days after receiving the draft minutes, so that the secretary can timely 

report main instructions of the meeting and work requirements to senior 

management to carry out relevant works. The members of the Committee shall 

sign their names for the record of attendance and acceptance of the minutes. 

13. The Committee Secretary shall keep proper records of all meeting minutes and 

documents. The members of the Committee have rights to consult the aforesaid 

documents at any time. Other persons may consult those documents only after 



being authorized by the secretary. The Committee meeting minutes shall be kept 

as permanent archives.  

Authority 

14. The Committee shall have the right to access the Bank’s account books, records 

and personnel; request management to respond to questions raised by the 

Committee and to provide administrative support for the Committee’s work.  

15. The Committee shall have the right to utilize the resources of internal auditors and 

consultants; obtain assistance from the Bank’s attorneys or external auditors in the 

performance of their duties.  The Committee may raise reasonable requirements 

so as to obtain consulting opinions of external specialized agencies or experts at 

the expense of the Bank.   

16. Without transferring its authority given by the Board，the Committee may 

establish or dissolve specific sub-committees or use advisory teams when 

discharging specific responsibilities.  

17. The Committee shall have the right to invite related personnel it considers 

appropriate to attend meeting of the Committee.  

Duties, power and functions 

18. The Committee is to: 

(a) To recommend for approval by the board the appointment, renewal and 

replacement of the external auditor, and the related audit fees; evaluate the 

external auditor’s performance and oversee their independence, work process, 

quality and results; 

(b) To review the external auditor’s annual report, the audited annual financial 

statements, management’s discussion and analysis and any interim financial 

statements; prepare a judgmental report regarding the truthfulness, 

completeness and correctness of the financial information contained in the 

audited annual financial statements of the Bank and submit such judgmental 

report to the board of directors for review and discussion; review the external 

auditor’s findings and recommendations relating to the financial management 

and control processes; review with the external auditor significant issues 

regarding the application of accounting principles and the preparation of 

financial statements; review the annual plan and scope of work of the 

external auditor; review and examine significant accounting and auditing 

policies and important auditing regulations; review and examine the 

disclosure of financial information of the Bank;  

(c) To review and approve the Internal Auditing Charter and organizational 

structure of the audit department; review the annual plan and scope of work 

of the internal audit department; approve the annual budget of the internal 

audit department and ensure its independence; evaluate the effectiveness of 

the internal audit department; 



(d) To recommend to the board the appointment and, when appropriate, 

termination and replacement of the chief audit officer, who shall report 

directly to the Committee; review the qualifications, performance and 

independence of the chief audit officer and approve his/her compensation; 

review and approve the appointment and dismissal of the person in charge of 

the internal audit department, who shall report to and be evaluated by the 

chief audit officer, subject to the review of the Committee;  

(e) To have oversight of the Bank’s internal controls; review the significant 

findings of reports to management prepared by the internal audit department 

and management’s response thereto; review management’s plans to address 

significant deficiencies and material weaknesses in the design or operation of 

internal controls and financial reporting; discuss the adequacy of the Bank’s 

internal controls with the chief audit officer and the external auditor, and any 

special audit steps adopted in light of material control deficiencies; review 

fraud cases;  

(f) To review employee reporting system and urge the Bank to conduct fair 

investigation and to take appropriate measures regarding the matters reported 

by the employees; and 

(g) Other duties authorized by the board of directors. 

 


