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Implementation Rules for the Audit Committee

(Approved on October 23rd, 2015)

These  Implementation  Rules  for  the  Audit  Committee  were  approved  at  the  1st

meeting of the 6th term of Board of Directors convened on October 23rd, 2015. 

Chapter 1 General Provisions

Article 1 In order to strengthen the Board of Directors’ decision function, achieve

pre-audit and professional audit, ensure the Board of Directors’ effective

supervision  on  the  management  level,  and  perfect  the  corporate

governance  structure,  BLUE  STAR  NEW  CHEMICAL MATERIAL

CO., LTD. (the “Company”) has specially set up the Audit Committee of

the Board and made the implementation rules  in accordance with the

regulations of the normative documents such as the Company Law of the

People’s  Republic  of  China,  the  Rules  for  Governance  of  Listed

Companies, etc., as well as the Articles of Association of the Company.  

Article 2 The Audit Committee's members shall ensure sufficient time and energy

to perform duties for the Committee, diligently and effectively supervise

the external audit of the Company, guide the Company's internal audit

work, promote the Company to establish an effective internal control,

and provide true, accurate and complete financial statements.

Article  3    The  Audit  Committee  of  the  Board  is  a  special  operating  mechanism

established by the Board of Directors according to the resolution of the

shareholders’ general meeting. It mainly takes charge of communication,

supervision  and  examination  on  the  Company’s  internal  and  external

audit.  

Article 4   The Company shall provide the necessary working conditions for the Audit

Committee,  and  offer  specialized  personnel  or  institutions  to  assume

daily  work  such  as  contact,  organization  of  meetings,  material

preparation and records management for the Audit Committee. When the

Audit  Committee  performs its  duties,  the  managing level  and related

departments of the Company shall cooperate.

Chapter 2 Members of the Committee
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Article 5 The  Audit  Committee  shall  consist  of  2  independent  directors  and 1

director,  and  wherein,  1  independent  director  must  be  accounting

professional. 

Article 6 The  members  of  the  Audit  Committee  shall  be  nominated  by  the

chairman, more than 1/2 of independent directors, or 1/3 of all directors,

and shall be elected by the Board of Directors. 

Article 7 All  members  of  the  Audit  Committee  shall  have  the  expertise  and

business  experience  that  are  competent  for  the  duties  of  the  Audit

Committee.

Article 8   The Audit Committee sets up one committee chairman (convener), who

shall  be  an  independent  director  having  professional  accounting

knowledge  and  take  charge  of  the  committee’s  work;  the  committee

chairman shall be elected in the committee, and approved by the Board

of Directors.  

Article 9 The  Company  shall  organise  the  Audit  Committee's  members  to

participate in related trainings,  in order for them to timely obtain the

required professional knowledge for their duties in laws, accounting and

supervisory rules of the Company.

Article  10   The  Board  of  Directors  of  the  Company  shall  carry  out  periodic

assessments  of  the status of  independence of and the performance of

duties by the Audit  Committee's members, and can replace unsuitable

members if necessary.

Article 11  The service term of the Audit Committee is accordant with that of the

Board of Directors,  and the members may be re-appointed in case of

being re-elected after expiry of service term. If during the service term,

any member does not act as the Company’s director any more, or any

member who should have the status of independent director loses the

qualification as a member automatically for not having the independence

regulated in the Company’s Articles of Association any more, the Board

of Directors shall supplement the number of members according to the

regulations of the abovementioned articles 5-8.  
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Article 12 The Audit Committee sets up audit team as its daily working body to

take charge of daily liaison and conference organization, etc. 

Chapter 3 Responsibilities and Authorities

Article 13 The main functions and powers of the Audit Committee:

(1) To supervise and evaluate the work of external auditors;

(2) To guide the work of internal audit;

(3) To review the financial report of the Company and comment on it;

(4) To evaluate the effectiveness of internal control;

(5) To coordinate the communication among the management, internal

audit and external audit agency;

(6) Other matters authorized by the board of directors of the company

and other issues involved in the relevant laws and regulations.

Article 14 The duties of the audit committee to supervise and evaluate the work of

external audit agency shall at least include following aspects:

(1) To assess the independence and professionalism of the external audit

agency, especially for the independence impact which are generated

when external audit agency provides non-audit services;

(2) To propose the board of directors for the employment or replacement

of external audit agency; 

(3) To review the audit fees and terms of engagement of the external

audit agency;

(4) To discuss and communicate with external audit  agency about the

audit scope, audit plan, audit methods and the found major issues in

the audit;

(5) To  monitor  and  evaluate  whether  the  external  audit  institution  is

diligent and responsible.

At each accounting year,  the Audit  committee shall  at  least  hold one

meeting to solely communicate with external audit agency without any

management.  The  Secretary  of  the  board  of  directors  can  attend  the

meeting.

Article 15 The duties of the audit committee to guide the work of internal audit

shall at least include following aspects:

(1) To review the annual internal audit plan of the company

(2) To  supervise  the  implementation  of  the  internal  audit  plan  of  the
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company;

(3) To review internal audit work report, evaluate the results of internal

audit, and to urge the rectification of major issues;

(4) To guide the effective operation of the internal audit department.

The internal audit department of the company shall report to the audit

committee.  Various  types  of  audit  reports,  the  rectification  plan  and

rectification status of audit issues which are submitted by internal audit

department to the management shall be submitted to the audit committee

at the same time.

Article 16 The duties of the audit committee related to review and comment on the

financial  report  of  the  Company  shall  at  least  include  the  following

aspects:

(1) To review the financial report of the Company, and bring forward the

recommendations on the authenticity, completeness and accuracy of

the financial report;

(2) To focus on the major accounting and audit issues of the financial

report  of  the  Company,  including  major  accounting  errors

adjustment,  major  accounting  policies  and  estimates  of  changes,

matters involving important accounting judgments, resulting in the

non–standard and non-reservation audit report matters, etc.;

(3) To  especially  focus  on  any  existing  possibility  of  fraud  and

significant errors in the financial report;

(4) To supervise the rectification status of the financial report. 

Article 17 The  duties  of  the  audit  committee  to  assess  the  effectiveness  of  the

internal control shall at least include following aspects:

(1) To  evaluate  the  appropriateness  of  the  designed  internal  control

system of the Company;

(2) To review the internal control self-assessment report;

(3) To  review the  internal  control  audit  report  issued  by the  external

audit  agency,  and to  communicate  the found issues  and improved

methods with the external audit agency;

(4) To evaluate the results of internal control assessment and audit, and

to urge the rectification of internal control deficiencies.

Article 18 The  duties  of  the  audit  committee  to  coordinate  the  communication

among the management, internal audit departments, related departments
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coordinate and the external audit institutions shall include:

(1) To  coordinate  the  communication  of  major  audit  issues  between

management and external audit agency;

(2) To coordinate the communication between internal audit departments

and  external  audit  agency,  and  to  coordinate  the  supports  to  the

external audit work.

Article 19 The Audit Committee is responsible for the Board of Directors, and the

committee’s  proposals  and  suggestions  shall  be  deliberated  and

determined  by  the  Board  of  Directors.  The  Audit  Committee  shall

cooperate with the supervisor audit activity of the Board of Supervisors.  

Article 20 The Audit Committee shall report to the Board of Directors and make

recommendations on any items it believes that measures should be taken

or improvement should be carried out.

Article 21 When the Company engages or changes an external auditor, the Audit

Committee shall develop opinions for review and propose to the Board

of Directors before the Board may review the relevant proposals.

Chapter 4 Decision-Making Procedures

Article 22 The  audit  team  shall  take  charge  of  early-stage  preparation  for  the

decision  making  of  the  audit  committee,  and  shall  provide  written

documents about related aspects of the Company: 

(1) The Company’s related financial reports; 

(2) The work reports of internal and external audit agencies; 

(3) The external audit contract and related work report; 

(4) The information disclosed by the Company;

(5) The  examination  report  on  the  Company’s  significant  connected

transactions; 

(6) Other related matters. 

Article 23 At the meeting of Audit Committee, the reports provided by audit team

shall be evaluated, and related written resolutions shall be submitted to

the Board of Directors for discussion: 

(1) The  evaluation  on  the  work  of  external  audit  agency,  the

employment and replacement of external audit agency; 

6



Implementation Rules for the Audit Committee

(2) Whether the Company’s internal audit system has been effectively

implemented,  and  whether  the  Company’s  financial  reports  are

comprehensive and authentic; 

(3) Whether  the financial  reports,  etc.  disclosed by the Company are

objective  and  authentic,  and  whether  the  Company’s  significant

connected transactions meet related laws and rules; 

(4) Evaluation  on  the  work  of  the  Company’s  internal  financial

department and audit department, and their principals; 

(5) Other related matters. 

Chapter 5 Rules of Procedure

Article 24 The Audit  Committee meetings are divided into regular meetings and

interim meetings,  which  shall  be  convened and  presided over  by the

audit committee convener. If the convener cannot or refuse to perform

his  duties,  he  may  entrust  another  member  (independent  director)  to

preside over the meeting.

Article 25 The Audit Committee shall hold at least four times regular meetings a

year subject to the needs of the Company. The Audit Committee shall

hold an interim meeting upon the demand of work. When two or more of

the audit committee proposed, or the Audit Committee convener thinks it

is necessary, an interim meeting can be held.

Article 26 The meeting of Audit Committee shall not be hosted until more than 2/3

of members are present; every member shall have one voting power; the

resolutions made at the meeting must be passed by more than 50% of all

members.  If  no valid  opinions  for  review are  formed because  of  the

avoidance of the Audit Committee's members, the related matters shall

be directly audited by the Board.

Article 27 Vote by raising hand or vote by ballot is adopted at the meeting of the

Audit  Committee;  vote  by communication may be adopted at  interim

meetings. 

Article 28 The Audit Committee members must be present at the meeting in person,

and to  express  clear  opinions  on the reviewing matters.  A committee

member who cannot attend the meeting, may submit a signed power of
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attorney  and  entrust  other  committee  members  to  attend  and  give

comments. A power of attorney shall explicitly state authorized scope

and  time  limit.  One member  can  at  most  accept  only  one  member’s

entrust. If the independent director committee member cannot attend the

meeting in person, s/he shall trust other independent director committee

member  to  attend. The  Audit  Committee  members  can  attend  the

meeting via telephone conference or video conference.  

Article 29 If the Audit Committee deems necessary, the representatives of external

auditors and the internal auditors, financial officers, legal advisers and

other relevant staff of the listed companies may be invited to attend the

Committee meetings and provide the necessary information. 

Article 30 If necessary, the Audit Committee may employ an intermediary agency

to provide professional  opinions  for its  decision making,  with related

expenses assumed by the Company. 

Article 31 The convening procedures and voting method of the meeting of Audit

Committee,  and the  proposals  passed  at  the  meeting  must  follow the

regulations of related laws, rules,  the Articles of Association,  and the

Rules. 

Article 32 There shall  be a minutes about the meeting of Audit  Committee,  and

members attending the meeting shall sign on the minutes; the minutes

shall  be  kept  by the  secretary  of  the  Board  of  Directors.  As  for  the

interim meetings  held in  the form of  vote by communication,  if  it  is

impossible to complete the minutes in a real-time way, the audit team

shall sort out a meeting summary after completion of the meeting, and

submit it to each member for signature, and the meeting summary shall

be kept by the secretary of the Board of Directors. Minutes of meetings

of  the  Audit  Committee  shall  be  sent  to  all  members  of  the  Audit

Committee, the audit team and Board of Directors as soon as practicable

after the conclusion of any meeting of the Audit Committee.

Article 33 The proposals discussed and passed at the meeting of Audit Committee,

and the voting results  shall  be submitted to  the Company’s  Board of

Directors in writing. 
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Article 34 All personnel attending the meeting shall  have the obligation to keep

secret the matters discussed, and shall not disclose related information at

random. 

Article 35  The Audit Committee's members shall apply to avoid the meetings if he

has any interest in the matters to be discussed in the meetings.

Chapter 6 Information Disclosure

Article 36  The Company shall disclose the personnel status of the Audit Committee,

including  composition,  professional  background,  work  history  in  the

recent 5 years and any change of staff of the Audit Committee.

Article  37   The  Company  shall  disclose  the  annual  report,  and  in  the  meantime

disclose on the Exchange's website the annual performance of duties of

the Audit Committee, mainly including the conditions in performing its

duties  and  the  situation  of  the  convening  of  the  Audit  Committee

meetings.

Article 38  If the Audit Committee has found during the performance of duties major

issues  that  are  inconsistent  with  the  information  disclosure  standards

provided  in  the  Stock  Listing  Rules,  the  Company  in  question  shall

promptly disclose such matters and the situation of the rectification and

reform.

Article 39  When the Audit Committee presents to the Board of the Companies the

views on matters within its mandate, but the Board has not adopted such

views, the Company in question shall disclose the matter and explain the

reasons.

Article  40   The  Company  shall,  in  accordance  with  the  laws,  administrative

regulations, departmental rules, the Stock Listing Rules and the relevant

provisions of legal instruments, disclose the special opinions issued by

the Audit Committee on major issues of the Company.

Chapter 7 Supplementary Provisions
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Article 41 The Rules shall be tried out since the date when it is passed through

resolution by the Board of Directors, and when the shareholders’ general

meeting passes the resolution on the establishment of Audit Committee. 

Article 42 The matters  not  mentioned herein shall  be executed  according to  the

regulations of national related laws, rules and the Articles of Association;

if the Rules conflict with the laws and rules promulgated by the country

in  future  or  the  Articles  of  Association  amended according to  lawful

procedures,  then  national  related  laws,  rules,  and  the  Articles  of

Association shall be executed,  the Rules shall  be revised immediately

and  then  submitted  to  the  Board  of  Directors  for  deliberation  and

passing. 

Article 43 In case that the Audit Committee's members of the Company violate the

provisions  of  the  Rules,  the  Exchange  will  take  regulatory  measures

based on the circumstances according to the Stock Listing Rules of the

Exchange  and  the  related  legal  documents,  or  impose  disciplinary

sanctions.

Article 44 The right to interpret the Rules is owned by the Company’s Board of

Directors. 

Board of Directors of BLUE STAR NEW CHEMICAL MATERIAL CO., LTD.
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