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Techtronic Industries Co. Ltd.
(the “Company”)
Terms of Reference for Audit Committee

Constitution

The board of directors (the “Board”) of the Compamys established a standing
committee of the Board known as the Audit Committee

Members

Mr. Peter David Sullivan (Chairman of the Audit Cmittee)
Mr. Joel Arthur Schleicher
Mr. Manfred Kuhlmann

Objectives

The Audit Committee has been established to agsBoard in (i) ensuring that an
effective system of internal control and compliangéh the Company's obligations
(including external financial reporting obligatinsnder the Rules Governing the
Listing of Securities on the Stock Exchange of Hdfmng Limited (the “Listing
Rules”) and applicable laws and regulations is acg;, and (i) overseeing the
integrity of the financial statements of the Comypan

The Audit Committee is also directly responsiblebmhalf of the Board for (i) the
selection, oversight and remuneration of the Comgaexternal auditor, (ii) the
assessment of the independence and qualificatibiseoexternal auditor, (iii) the
oversight of the performance of the Company’s maérudit function and external
auditor and (iv) the maintenance of an appropriglationship with the external
auditor.

Membership

The Audit Committee shall be appointed by the Boand can be removed by the
Board at its sole discretion. The Audit Commit&®all comprise non-executive
directors only. The minimum number is three.



The majority of the members of the Audit Committébe "Members”, and a
“Member” refers to any one of them) shall be indegent non-executive directors, at
least one of whom has to be an independent nonséxealirector with appropriate
professional qualifications or accounting or redafi@ancial management expertise as
required under Rule 3.10(2) of the Listing Rules.

The Chairman of the Audit Committee shall be apsuirby the Board and must be
an independent non-executive director.

The Board shall from time to time vary the comgositof the Audit Committee as
may be required by the Listing Rules (as modifiedrf time to time) or the rules of
any other stock exchange in respect of which tlaeeshof the Company are listed or
guoted, or other codes, rules and regulations gsh@arescribed by the Hong Kong
Securities and Futures Commission or any otheriggige regulatory authority from
time to time (the "Applicable Rules").

A former partner of the existing auditing firm diet Company is prohibited from
acting as a Member for a period of one (1) yearroencing on the later of (a) the
date of his ceasing to be a partner of the firnat @) the date of his ceasing to have
any financial interest in the firm.

The term of office of a Member will generally na¢ ket beforehand. It wilinter
alia, depend on the composition of the Board as a wéadethat of other committees
from time to time.

The company secretary of the Company (the “Comp3egretary”) shall be the
secretary of the Audit Committee. The Company &acy may delegate his duties,
or parts thereof, under these Terms of Referemce, deputy appointed by him in
consultation with the Chairman of the Audit Commemtt



Authority

The Audit Committee shall report directly to the @B on its decisions or
recommendations, unless there are legal or regyladstrictions on its ability to do
S0 (such as a restriction on disclosure due tolaggy requirements).

The Audit Committee is authorized to investigatg antivity within these Terms of
Reference.

The Audit Committee is authorized to inspect at@amts, books and records of the
Company and the Audit Committee shall have uniesttiaccess to the members of
management, employees, the external and interwigtbasi and the right to require the
management of the Company to furnish all infornratiequested by the Committee
as may be required for the purposes of dischaigsrdpties.

The external and internal auditors shall have it to consult the Audit Committee

without reference to management. The Audit Conaritthall also have the right to
consult the external and internal auditors withoeference to management or the
management without reference to the external atedrial auditors.

The Audit Committee is authorized to obtain outsldgal or other independent
professional advice and to secure the attendanoatsiders with relevant experience
and expertise if it considers necessary. The ADdimmittee shall have sole authority
to approve related fees and retention terms.

Where the Board disagrees with the Audit Commistegew on the selection,
appointment, resignation or dismissal of the exteauditor, the Company should
include in the Corporate Governance Report a setérmom the Audit Committee
explaining its recommendation and also the reajomfsy the Board has taken a
different view.

The Audit Committee shall be provided with suffitieresources to discharge its
duties.



Audit Committee Meetings

Frequency Meetings of the Audit Committee are in principtalled by the
Chairman of the Audit Committee. The Audit Comesttshall meet as often as
required for the proper functioning of the Audit r@mittee. However, the Audit
Committee shall endeavour to meet at least fouegira year and certain of these
meetings shall correspond with the Company’s firemeporting cycle.

Notice Notice of any meetings of the Audit Committee ha$¢ given at least 14
days prior to any such meeting being held, unlésMambers unanimously waive
such notice. Irrespective of the length of nobeéng given, attendance of a meeting
by a Member shall be deemed waiver of the requisitgth of notice by the Member.
Notice of any adjourned meeting is not requirethd adjournment is less than 14
days.

Quorum  The quorum for meetings of the Audit Committee stidoe any two
Members, of whom one has to be an independent xecuéve director.

Attendance Only Members are entitled to attend the meetingsthef Audit
Committee. However, the Audit Committee may invite following persons to
attend the meetings of the Audit Committee if ihsilers appropriate:

* external auditors;

* internal auditors;

* legal counsel;

e Chief Financial Officer;

» Company Secretary; and

» any other officers of the Company.

Resolutions
Resolutions of the Audit Committee shall be pagsed majority of votes, which can

also be passed by way of unanimous written reswisti Meetings can be held in
person, by telephone or by video conference.



Minutes

The secretary of the Audit Committee should keep foinutes of all Audit
Committee meetings. Draft and final versions of ubt#s of meetings of the Audit
Committee should be sent to all Members for themment and records respectively,
in both cases within a reasonable time after thetimg.

Minutes of all Audit Committee meetings will alse kent to other members of the
Board at the same time when they are sent to Mesnber

Duties
The duties of the Audit Committee shall include tbiéowing aspects:
Relationship with the Company’s external auditor

» to be primarily responsible for making recommermaito the Board on the
appointment, reappointment and removal of the eateauditor, and to
approve the remuneration and terms of engagemettieobxternal auditor,
and any questions of resignation or dismissal efetkiernal auditor;

* to act as the key representative body for overgedie relation of the
Company with the external auditor;

» to review and monitor the independence and objégtdf the external auditor,
the Audit Committee shall:

i. consider all relationships between the Company #oed audit firm
(including the provision of non-audit services);

ii. obtain from the audit firm annually information atbopolicies and
processes for maintaining independence and mamg@ompliance with
relevant requirements, including those for rotatdraudit partners and
staff; and



iii. meet with the external auditor, at least annualty,the absence of
management of the Company, to discuss mattersnglat the audit fees,
any issues arising from the audit and any othertersmtthe external
auditor or the Audit Committee may wish to raise;

to review and monitor the effectiveness of the apdocess in accordance
with applicable standards. The Audit Committee Islthécuss with the

external auditor the nature and scope of the aadit reporting obligations
before the audit commences;

to develop and implement policy on the engagingxernal auditor to supply
non-audit services. For this purpose, “externaltatddincludes any entity that
is under common control, ownership or managemett e audit firm or
any entity that a reasonable and informed thirdyp&nowing all relevant
information would reasonably conclude to be parthef audit firm nationally
or internationally. The audit committee should mepo the Board, identifying
and making recommendations on any matters wherenaat improvement is
needed,;

to be primarily responsible for making recommermlaito the Board for the
approval of any non-audit services provided to @mnpany by the external
auditor. The Audit Committee should ensure that fmevision of such
non-audit services does not impair the externalitads independence or
objectivity. When assessing the independence oectibjity of the external
auditor in relation to the provision of non-audérgces, the Committee
should consider:

i.  whether the skills and experience of the audit fimake it a suitable
supplier of non-audit services;

ii.  whether there are safeguards in place to ensutdhtiie is no threat to
the objectivity and independence of audit becabseeixternal auditor
provides non-audit services;



iii. the nature of the non-audit services, the relagedidvels and fee levels
individually and in total relative to the auditrfir

iv.  the criteria for compensation of the individualsfpaming the audit; and

v. to set policies on the hiring employees or formempyees of the
external auditor and monitoring the applicatiorsath policies.

Review of financial information of the Company

» to review and monitor the integrity (including tbempleteness, accuracy and
fairness) of financial statements of the Compang #re annual report and
accounts and half-year report and accounts of thpany, to discuss such
annual report and audited accounts and half-ygaortreand accounts with
management and the external auditor, and to rew@nificant financial
reporting judgments contained in them. In reviewisgch reports and
accounts of the Company before submission to tharddothe Audit
Committee shall focus particularly on:

i.  financial reporting and accounting policies andcpeces;
ii. any changes in financial reporting and accountimigigs and practices;
iii.  major judgmental areas;
iv.  significant adjustments resulting from audit;
v. the going concern assumption and any qualifications
vi.  compliance with accounting standards; and
vii. ~ compliance with the Listing Rules, the Applicablel&s and any other
legal requirements in relation to financial repagti

» with regard to the review of financial informaticaferred to above:
i. Members should liaise with the Board and semw@nagement of the

Company, and to meet, at least twice a year, wiéhexternal auditor;
and



ii. the Audit Committee should consider any significantunusual items
that are, or may need to be, reflected in the teord accounts referred
to above and should give due consideration to aatyers that have been
raised by staff responsible for the accounting &ndncial reporting
function, compliance officer or auditors of the Quamy.

Oversight of the Company’s financial reporting segst, internal control and risk
management procedures

to review the group’s financial and accounting giels and practices;

» to review the financial controls, internal contamid risk management systems
of the Company;

» to discuss the internal control system with managdmo ensure that
management has performed its duty to have an eféeanternal control
system. This discussion should include the adequafcyesources, staff
qualifications and experience, training programmnesl budget of the
Company’s accounting and financial reporting fumati

» to consider major investigation findings on intdrr@ntrol matters as
delegated by the Board or on its own initiative atie response of
management of the Company to these findings;

» to ensure co-ordination between the internal angreal auditors, and to
ensure that the internal audit function is adedyatesourced and has
appropriate standing within the Company, and toiesgvand monitor its
effectiveness;

» to review the statement of the Company on inteowmaitrol systems (where
one is included in the annual report) prior to esdment by the Board;

» to discuss any problems and reservations whickexternal auditor may have
arising from the interim and final audits, and amterim audits or otherwise,
and any response of management in connection titarew



to review the management letter of the externaitaydany material queries
raised by the auditor to management of the Compdrgut the accounting
records, financial accounts or systems of controd @he response of
management of the Company;

to ensure that the Board will provide a timely @sge to the issues raised in
the management letter of the external auditor; and

to meet with the external auditor on an ad-hoc bagienever the external
auditor considers it necessary to review any aduoginfinancial reporting or
internal control matter with the Audit Committee.

Compliance with laws and regulations

review and monitor the effectiveness of the audicpss in accordance with
laws and regulations and the results of managementestigation and
follow-up (including disciplinary action) of any dudulent acts or
non-compliance;

obtain updates from management and the Comparged t®unsel regarding
compliance matters that may have a material immactthe Company’s
financial statements or compliance policies; and

be satisfied that all regulatory compliance maftestated to the business of
the Company, have been considered in the preparaifothe financial
statements.

Reporting responsibilities

periodically update the Board about the activinéshe Audit Committee and
to report to the Board, identifying any mattergéspect of which it considers
that action or improvement is needed and make @pipte recommendations
as to the steps to be taken; and



* review any reports required by law, the ApplicaBlges or the Listing Rules
or requested by the Board, for example a repoth@factivities and duties of
the Audit Committee to be included in the sectioncorporate governance in
the annual report.

Other duties

» to ensure the Company's practices and procedutegegipect to related party
transactions are adequate for compliance with #gpiirements under the
Listing Rules and the Applicable Rules;

» to review from time to time as appropriate thesamieof Reference and the
effectiveness of the Audit Committee and recommémdthe Board any
necessary changes;

» to report to the Board on the matters set out @s¢hTerms of Reference and
where the monitoring activities of the Audit Comteé reveal cause for
concern or scope for improvement, the Audit Conmemittshall make
recommendations to the Board to address the igsieensake improvements;

» to provide to the Board such assurances as it sagonably require regarding
compliance by the Company's subsidiaries and es®scifor which the
Company provides management services with all sigmry and other
regulations to which they are subject;

* to review arrangements by which employees of thengamy may, in
confidence, raise concerns about possible imprigsién financial reporting,
internal control or other matters. The Audit Cortieg should ensure that
proper arrangements are in place for the fair addpendent investigations of
such matters and for appropriate follow-up actions;

* to engage in any other activities consistent wile #Audit Committee’s

objectives and responsibilities and to considereottopics or matters, as
defined or referred to the Audit Committee by theaRi;
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» to review the Company’s policies and practices witbpect to the release of
financial information to the market;

» establish a whistleblowing policy and system forpéagees and those who
deal with the Company to raise concerns, in confide with the Audit
Committee about possible improprieties in any matiated to the Company;
and

» to report to the Board on the above matters.

Publication of these Terms of Reference

These Terms of Reference will be posted on the ieebsboth The Stock Exchange
of Hong Kong Limited and the Company.
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