CHINA EASTERN AIRLINES CORPORATION LIMITED

DETAILED WORKING RULES FOR
THE AUDIT AND RISK MANAGEMENT COMMITTEE OF
THE BOARD OF DIRECTORS

1. LEGAL BASIS FOR THE ESTABLISHMENT OF THE AUDIT AND
RISK MANAGEMENT COMMITTEE

Based on Sections 3.21 and 3.22 and Appendix 14 Corporate Governance Code of the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the
“Hong Kong Listing Rules”), the Company decided, pursuant to a resolution of the Board of
Directors, to establish the Audit and Risk Management Committee of China Eastern Airlines
Corporation Limited (the “Audit and Risk Management Committee”), and formulated the
Detailed Working Rules For the Audit and Risk Management Committee (“‘the Detailed
Rules”). The formulation and amendment of the Detailed Rules are subject to compliance
with other applicable laws, statutes and securities exchange rules including, without limitation,
the Measures for the Administration of Independent Directors of Listed Companies and the
Standards for the Governance of Listed Companies issued by the China Securities Regulatory
Commission, Rules Governing the Listing of Stocks on Shanghai Stock Exchange and Shanghai
Stock Exchange Listed Company Self-Regulatory Guidelines No. 1 — Standardized Operations
issued by the Shanghai Stock Exchange, as well as the Hong Kong Listing Rules, etc.

The Audit and Risk Management Committee is a specialist committee subordinate to the Board
of Directors of the Company. In principle, it shall remain independent from the Company’s
day-to-day operational matters. Its main duties are to investigate and monitor the Company’s
financial reports, risk management and internal control systems and internal legal construction
etc., to investigate and evaluate the overall risk management carried out by the Company,
especially the risk management and risk control systems for major decisions, major matters and
important business, and to supervise the implementation thereof. The members of the Audit
and Risk Management Committee shall perform their duties diligently, supervise and evaluate
the Company’s internal and external auditing work effectively, facilitate the establishment of
effective internal controls and provide true, accurate and complete financial reports.

The finance and accounting department is in charge of preparing the domestic and international
financial reports of the Company. The audit department is in charge of the internal audit of the
Company, the internal control evaluation and the preparation of risk management reports.



2. COMPOSITION TO THE AUDIT AND RISK MANAGEMENT
COMMITTEE

1. Composition Requirements

The Audit and Risk Management Committee shall be composed of three to five non-
executive directors, all of whom shall satisfy the requirements of independence from the
day-to-day operation and management affairs of the Company under the Rules Governing
the Listing of Stocks on Shanghai Stock Exchange and the Hong Kong Listing Rules, and
of whom the majority shall be independent non-executive directors. At least one member
of the Audit and Risk Management Committee must have appropriate professional
qualifications or accounting or related financial management expertise as recognized by
the Board of Directors as complying with the Hong Kong Listing Rules. All members of
the Audit and Risk Management Committee shall be of such expertise and commercial
experience such that they are capable of performing the work and duties of the Audit and
Risk Management Committee.

In addition, under the Hong Kong Listing Rules, any former partner in the audit firm
responsible for auditing the accounts of the Company (if applicable) may not become a
member of the Audit and Risk Management Committee within two years from the later of
the date on which he/she ceases to be a partner in such firm or the date on which he/she
ceases to have a financial interest in such firm.

2. Nomination and Appointment of Members

The members of the Audit and Risk Management Committee may be nominated by the
Chairman of the Board, a majority of the independent directors, or not less than one-third
of all of the directors. The candidates shall be selected and appointed by the Board of
Directors.

3. Appointment of the Chairman

The Audit and Risk Management Committee shall have one Chairman (convener). The
Chairman shall be selected from among those committee members who are independent
non-executive directors, and appointed by the Board of Directors. The Chairman shall be
responsible for presiding over the work of the Audit and Risk Management Committee.
The convener of the Audit and Risk Management Committee should be an accounting
professional.



4. Term of Office

The term of office of the members of the Audit and Risk Management Committee shall be
the same as the term of office of the members of the Board of Directors. Upon expiration of
his/her term of office, a Committee member may serve consecutive terms if reappointed. If,
during his/her term of office, a Committee member ceases to be a director of the Company
or a Committee member whose status should be that of an independent director ceases to
be independent as stipulated in the Company’s Articles of Association, such Committee
member will no longer be qualified as a member of the Committee automatically, and the
Board of Directors shall appoint a replacement pursuant to paragraphs (1) to (3) above.

5. Other than the remuneration of director, the members of the Audit and Risk Management
Committee shall not receive, directly or indirectly, any consulting fees, advisory fees or
other remuneration from the Company.

3. ATTENDANCE AT MEETINGS

1. Meetings of the Audit and Risk Management Committee may be convened only if not less
than two-thirds of its members are present (in person or by proxy). Each member shall
have one vote. The adoption of any resolution at a meeting shall require the affirmative
vote of a majority of all members of the Committee. Resolutions which cannot be reviewed
effectively due to abstention of members of the Audit and Risk Management Committee,
except for the matters required to be submitted to the Board of Directors for consideration
by a majority of all members of the Audit and Risk Management Committee in accordance
with the relevant laws and regulations and the relevant systems of the Company, shall be
reviewed by the Board of Directors directly.

2. The Company’s financial controller, head of the Company’s finance and accounting
department, head of the Company’s audit department and representative of the Company’s
external auditor have the right to attend the meetings of the Audit and Risk Management
Committee.

3. Members of the Audit and Risk Management Committee may invite the Company’s
directors, supervisors and senior management personnel to attend meetings in a non-voting
capacity. However, the Audit and Risk Management Committee shall convene at least one
meeting each year at which no executive directors of the Company are present.

4. The persons who attend the meetings of the Committee bear an obligation of confidentiality
with respect to the matters discussed at the meetings, and may not disclose relevant
information without permission.



4. MEETING FREQUENCY AND METHODS

1.

The Audit and Risk Management Committee shall hold at least one meeting each quarter
and not less than four regular meetings each year. If two or more members propose or the
Chairman (convener) deems it to be necessary, an extraordinary meeting may be convened.

In the case of the regular meetings of the Audit and Risk Management Committee, each
member shall be notified seven days in advance of the meeting, and the meeting shall be
presided over by the Chairman of the Audit and Risk Management Committee. If the Chairman
is unable to attend, he/she may appoint another member to preside over the meeting.

In the case of extraordinary meetings of the Audit and Risk Management Committee, each
member shall be notified three days in advance. If, in a n emergency, an extraordinary
meeting needs to be convened as quickly as possible, notice of the meeting may be given by
telephone or orally or by other means at any time; however, the convener shall explain the
circumstances at the meeting.

Members of the Audit and Risk Management Committee and other persons with the right
to attend meetings of the Audit and Risk Management Committee may participate in such
meetings by teleconference or similar means provided that each person present at the
meeting is able to hear and communicate with the others. Extraordinary meetings may be
convened by means of voting by correspondence.

5. PURPOSE OF THE AUDIT AND RISK MANAGEMENT COMMITTEE

The purpose of the Audit and Risk Management Committee is to assist the Board of Directors
to supervise the following:

1.

the truthfulness of the Company’s financial statements;
the Company’s compliance with laws and oversight requirements;
the qualifications and independence of the external auditor;

the audit department of the Company (the audit department of the Company shall be
responsible to and report its work to the Board of Directors, accept supervision by and
guidance from the Audit and Risk Management Committee, and complete the tasks as
signed to it by the Board of Directors);

the performance of the external auditor (the Board of Directors shall make due and
transparent arrangements regarding the application of the principles for financial reporting
and internal supervision and control, and the maintenance of an appropriate relationship
with the Company’s auditor); and

the systems for risk management and risk control in the Company’s major decisions, major
matters and important business, and the implementation thereof.



6. FUNCTIONS OF THE AUDIT AND RISK MANAGEMENT
COMMITTEE

1. The Audit and Risk Management Committee shall have funds, other resources and the
relevant authorities necessary to perform its duties, including the power to select, engage
and dismiss special or independent legal counsel or other experts and advisors other than
the accounting firm that undertakes the auditing of the Company and the power to approve
the fees and other terms of engagement for such advisors without need for approval
from the Board of Directors or the management. The engagement or dismissal of an
accounting firm that undertakes the auditing of listed companies shall be submitted to the
Board of Directors for review after being approved by a majority of all members of the
Audit and Risk Management Committee. Based on the decisions made by the Audit and
Risk Management Committee as a committee subordinate to the Board of Directors, the
Company shall provide appropriate funds for payment of:

(1) the remuneration of the external auditor and any other registered accounting firm
retained by the Company for preparation or issuance of audit reports of the Company or
the performance of other audit, investigation or verification services;

(2) the remuneration of advisors engaged by the Audit and Risk Management Committee;
and

(3) the necessary and appropriate normal administrative expenses incurred by the Audit
and Risk Management Committee for the performance of its duties.

2. The Audit and Risk Management Committee may seek external legal or other independent
professional opinions. If necessary, it may invite external party with the relevant experience
and professional knowledge to attend its meetings.

3. The Audit and Risk Management Committee shall be provided with sufficient resources to
perform its duties. The Company shall provide the Audit and Risk Management Committee
with the necessary working conditions, and equip special personnel or institutions to
undertake the daily work of the Audit and Risk Management Committee, such as work
liaison, meeting organization, material preparation and file management. When the Audit
and Risk Management Committee performs its duties, the management of the Company and
the relevant departments shall cooperate.



7. DUTIES OF THE AUDIT AND RISK MANAGEMENT COMMITTEE

The Audit and Risk Management Committee shall have the following duties:
(i) Oversee and Evaluate the External Auditors;

1. The Audit and Risk Management Committee 1is responsible for making
recommendations to the Board of Directors regarding such tasks as engaging,
dismissing or ceasing to engage the external auditor and the relevant fees therefor, etc.,
reviewing and approving the remuneration and terms of engagement of the external
auditor, handling any issues relating to the resignation or dismissal of the external
auditor, and submitting any matters requiring a decision by the Shareholders’ General
Meeting through the Board of Directors to the Shareholders’ General Meeting for final
review and approval. The Audit and Risk Management Committee is also in charge
of overseeing the work of the external auditor, including resolving any disagreements
between the management and the auditor concerning the financial statements. The
external auditor shall report its work to the Audit and Risk Management Committee.

2. The Audit and Risk Management Committee is responsible for making
recommendations to the Board of Directors regarding such relevant tasks as engaging,
dismissing or ceasing to engage other registered accounting firms which prepare or
issue audit reports for the Company or perform other audit, investigation or verification
services and the fees therefor, approving the remuneration and terms of engagement
of such accounting firms, handling any issues relating to the resignation or dismissal
of the same and submitting the matters, subject to the approval at the Shareholders’
General Meeting, through the Board of Directors to the Shareholders’ General Meeting
for final consideration and approval. The Audit and Risk Management Committee
is also in charge of overseeing the work of such other registered accounting firms.
Such other registered accounting firms shall report their work to the Audit and Risk
Management Committee.

3. The Audit and Risk Management Committee shall examine and supervise the external
auditor in accordance with the applicable criteria to see whether it is independent and
objective and whether its audit procedures are effective, and discuss with the auditor
the nature and scope of the audit and reporting obligations before the audit commences.
The Audit and Risk Management Committee shall pre-approve all audit and non-
audit services to be provided by the external auditor, or formulate the appropriate
procedures for such pre-approval, and take into account whether the non-audit services
provided to the Company by the external auditor could affect the external auditor’s
independence. The Audit and Risk Management Committee may, at its own discretion,
authorize one or more members to pre-approve any audit or non-audit services to be
provided by the external auditor to the Company provided, however, that such pre-
approval shall be submitted to the Audit and Risk Management Committee for adoption
at its next meeting. With respect to this provision, the external auditor shall include
any organization under common control, ownership or management with the firm
responsible for auditing the Company, or any organization which can reasonably be
determined by a third party with reasonable knowledge of all relevant information as



belonging to the local or international business carried out by the firm responsible for
auditing the Company. The Audit and Risk Management Committee shall report to the
Board of Directors any action or improvement it deems necessary, and recommend the
steps to be taken.

The external auditors are required to report to the Audit and Risk Management
Committee at least annually on whether there is any significant issue identified in
the audit quality management system of the external auditor, the integrity record of
practice in the past three years, and the composition of members and the promise
of independence, etc. For the measures taken by the Audit and Risk Management
Committee to review the independence of the external auditors, please refer to Annex I.

For any audit, the Audit and Risk Management Committee shall require the external
auditor to provide the report on the Company’s audited annual financial statements in a
timely manner. The report shall include the following:

(1) all of the key accounting policies used and the application of the same;

(2) all other methods of handling financial information that are consistent with the
requirements of generally accepted accounting principles and have been discussed
in advance with management, results using other relevant disclosures and methods
of treatment, and the methods of treatment which the external auditor considers
should be used;

(3) any material written correspondence between the external auditor and the
management, such as letters to the management and lists of relevant disagreements.

Prior to commencing audit procedures, the Audit and Risk Management Committee
shall discuss the nature and the scope of the audit and the relevant reporting duties
with the external auditor. If the work will be undertaken by more than one audit firm,
the Audit and Risk Management Committee shall ensure that various firms coordinate
the work among themselves. The Audit and Risk Management Committee shall
discuss with the management the schedule and procedures for rotation of the audit
firm’s handling partner, agreed partners and other partners actively involved in the
Company’s audit work.

(ii) Oversee and Evaluate the Internal Audit;

7.

The Audit and Risk Management Committee shall guide and supervise the
establishment and implementation of the internal audit system, review the internal
annual audit work plan of the Company and facilitate the implementation of the
internal audit plan of the Company, review the appointment and replacement of the
head of the Audit Department of the Company, direct the effective operation of the
Audit Department of the Company, report to the Board of Directors on the progress
and quality of the internal audit work as well as the significant issues identified, etc.,
and co-ordinate the relationship between the Audit Department of the Company and the
accounting firms, the national audit institutions, and other external auditors.



The Audit Department of the Company shall report to the Board of Directors. All types
of audit reports, the rectification plan and progress of audit issues submitted to the
management by the Audit Department of the Company shall be reported to the Audit
and Risk Management Committee at the same time.

The Audit Department of the Company shall report to the Audit and Risk Management
Committee at least quarterly. The report shall include but not limited to the
implementation of the internal audit plan and issues identified in the internal audit
work. A report on the work of the internal audit shall be submitted to the Audit and
Risk Management Committee by the end of the year.

The Audit and Risk Management Committee shall supervise and direct the Audit
Department of the Company to conduct inspections on the following matters at
least once every six months. The inspection reports shall be issued and submitted
to the Audit and Risk Management Committee. If there is any violation of laws and
regulations or operating irregularities identified during the inspection, it shall be
promptly reported to the Shanghai Stock Exchange:

(1) The implementation of major events such as the use of fund-raising, provision
of guarantees, related party transactions, securities investment and derivatives
transactions, provision of financial assistance, purchase or sale of assets, and
foreign investment;

(2) The remittance of large amount and remittance with directors, supervisors, senior
management, controlling shareholders, de facto controllers and their related
parties.

The Audit and Risk Management Committee shall issue a written assessment opinion
on the effectiveness of the internal controls of the Company, based on the internal audit
report and related information submitted by the Audit Department of the Company,
and report to the Board of Directors. If the Board of Directors or the Audit and Risk
Management Committee considers that there are significant deficiencies or significant
risks in the Company’s internal control, or if the sponsors or the accounting firms point
out that there are significant deficiencies in the effectiveness of the internal control of
the Company, the Board of Directors shall report to the Shanghai Stock Exchange in
a timely manner and make the corresponding disclosure. The Company shall disclose
the existence of significant deficiencies or significant risks in internal control, the
consequences that have been or may be caused, and the measures that have been taken
or are proposed to be taken in the announcement.



9. The Audit and Risk Management Committee shall ensure that the audit department of
the Company has adequate resources and the appropriate status within the Company.

10. The Audit and Risk Management Committee shall examine the Group’s financial and
accounting policies and affairs. It shall require the management, the Company’s audit
department and the external auditor to submit to it in a timely manner the relevant
accounting principles and policies and financial reports, as well as reports analyzing
the major issues concerning, and methods of, the internal control measures used for
financial reports.

(iii) Review and Issue an Opinion on the Company’s Financial Reporting Information;

11. The Audit and Risk Management Committee shall supervise the truth, accuracy and
integrity of the financial statements financial reports, annual reports and accounts,
interim reports and quarterly reports (if any). and review the substantive opinions set
out in such statements and reports concerning financial reporting. Regarding this, when
the Audit and Risk Management Committee reviews the relevant statements and reports
prior to submitting the relevant reports and accounts to the Board of Directors, it shall
pay particular attention to the following:

(1) any changes in accounting policies and accounting practice;

(2) all main categories requiring exercise of judgment;

(3) major adjustments which need to be made after the accounts have been audited;
(4) continuing operations assumptions and any qualified opinions;

(5) the degree of compliance with professional accounting standards; and

(6) the degree of compliance with stock exchange rules (including the Hong Kong
Listing Rules) and relevant laws and regulations.

In addition, the Audit and Risk Management Committee shall be responsible for
examining and reviewing the Management Letter or any other reports or letters
submitted to it by the external auditor (and the corresponding responses from the
Company’s management or audit department). Such reports or letters may involve,
without limitation:

(1) any inadequacies in internal controls discovered during an audit (including major
deficiencies and mate rial weaknesses) as well as other matters concerning internal
controls relating to accounting records and financial reports;

(2) taking into account false information which may be uncovered in the course of
auditing the financial statements;



12.

(3) discovery of unlawful acts;

(4) any limitations on the scope of the audit;

(5) major accounting policies;

(6) judgments and accounting estimates made by the management;
(7) disagreements with management;

(8) judgments made by the external auditor concerning the quality of the Company’s
accounting principles; and

(9) review by the external auditor of interim financial information.

With respect to paragraph 11 of Article 7 above, the Audit and Risk Management
Committee shall hold meetings with the Board of Directors, the management, the
Company’s qualified accountants, the external auditor and, if necessary, the person
in charge of the Company’s audit department (the Audit and Risk Management
Committee must hold meetings with the Company’s external auditor at least twice a
year, at least one of which shall be conducted with the external auditors for separate
communication without the participation of the management, while the Secretary to the
Board may be in attendance of the meeting) to carry out the following tasks:

(1) discuss the scope of the annual audit;

(2) discuss all quarterly financial statements and reports as well as its audited annual
financial statements of the Company, including examining the specific disclosures
to be made in the Business Review and the Management Discussion and Analysis.
During such discussions and examinations, the Audit and Risk Management
Committee shall take into consideration the following points and each of the
points listed in paragraph 11 of Article 7 above. In addition, the Audit and Risk
Management Committee shall consider any major or extraordinary matters which
are or need to be reflected in such reports and accounts, and must duly consider
any matters raised by the Company’s qualified accountants, compliance officer(s)
or auditor(s) regarding:

(a) any changes in accounting policies and accounting practice;
(b) all main categories requiring exercise of judgment;

(c) major adjustments which need to be made after the accounts have been
audited;

(d) continuing operations assumptions;

10



3)

4)

5)

(6)

(7)

(e) the degree of compliance with professional accounting standards; and

(f) the degree of compliance with stock exchange rules and relevant laws and
regulations;

discuss any major issues arising during audits, including any audit problems or
difficulties with the Company’s financial statements pointed out to it, irrespective
of whether these have been pointed out by the management, the Company’s audit
department or the external auditor;

discuss any difficulties encountered by the external auditor in the course of the
audit, including any restrictions on its activities or access to information requested,
and any major disagreements with the management;

discuss any “management proposals” or “internal control proposals” which the
external auditor will submit or is considering submitting to the Companys;

discuss the following matters, as appropriate:

(a) any major matters relating to the accounting principles and the financial
statements, including any major changes in the Company’s selection or
application of the accounting principles, any major matters which have a
bearing on the soundness of the Company’s internal controls, and any special
audit measures to be taken in relation to major defects in such internal
controls;

(b) analysis by the management and/or the external auditor of major matters in the
financial reports and the judgments made for the preparation of the financial
statements, including analysis of the impact on the financial statements
of using any accounting treatment methods other than generally accepted
accounting principles;

(c) supervision and audit measures, and the impact of off-balance sheet
transactions on the Company’s financial statements;

if necessary, the Audit and Risk Management Committee shall hold separate
regular meetings with, respectively, the management, the external auditor and
the Company’s audit department to discuss such issues as the Audit and Risk
Management Committee or other persons present at the meeting consider need
separate discussion in order to ensure that the Board of Directors responds in a
timely manner to the matters raised by the external auditor.

11



(iv) Monitor and Evaluate the Internal Controls of the Company

13.

14.

15.

16.

17.

18.

The Audit and Risk Management Committee shall review the Company’s financial
supervision and control and its internal supervision and control. The Audit and Risk
Management Committee may propose to engage or dismiss the financial officer of the
Company based on the actual operation of the Company and its judgement. The above
proposal shall be submitted to the Board of Directors for review after being approved
by a majority of all members of the Audit and Risk Management Committee. It shall
discuss the internal supervision and control systems with the management to ensure
that the management performs its duty to establish effective internal supervision
and control systems. The Audit and Risk Management Committee shall, at its own
discretion or as entrusted by the Board of Directors, study the results of major
investigations into, and the management’s feedback concerning, relevant internal
supervision and control matters.

The Audit and Risk Management Committee shall discuss issues and doubts arising
after the audit of the interim and end-of-period accounts, and any other issues which
the auditor wishes to discuss (if necessary, such discussions may be conducted without
management personnel being present).

The Audit and Risk Management Committee shall review statements made by the
Company concerning its internal supervision and control systems (such as statements
of this nature made in annual reports or internal journals) before these are submitted to
the Board of Directors for signature.

The Audit and Risk Management Committee shall discuss the type and scope of the
information to be disclosed in press releases concerning the Company’s profits and in
the financial information and profitability reference materials provided to analysts and
ratings agencies.

The Audit and Risk Management Committee shall consider the major findings from
internal investigations and give feedback to the management.

The Audit and Risk Management Committee shall question the Company’s general
manager and financial controller about the following: whether there are any major
defects in the internal controls in terms of their design or operation which could result
in a negative impact on the Company’s ability to record, process, summarize and/
or report its financial data; whether there are any major weaknesses in the internal
controls; and whether there has been any fraudulent behavior (irrespective of the
degree of seriousness) involving management personnel, or involving other employees
who play a major role in the Company’s internal controls.

12



19.

20.

21.

The Audit and Risk Management Committee shall establish and review a
whistleblowing policy and system whereby employees and others who deal with the
Company (e.g. customers and suppliers) may raise their concerns about any possible
improprieties of the Company to the Audit and Risk Management Committee, covertly
and anonymously, and ensure that proper arrangements are in place for fair and
independent investigation.

If a former employee of the external auditor has previously been involved in auditing
the Company in a previous annual audit, the Audit and Risk Management Committee
shall ensure that during the period covered by the next annual audit, the Company
does not employ him/her in a position in which he/she is in charge of the Company’s
financial statements.

The Audit and Risk Management Committee shall examine and evaluate the
Company’s overall risk controls and supervise implementation of the same:

(1) The Audit and Risk Management Committee shall examine and evaluate the risk
management and risk control systems and tasks of the Company’s management in
such areas as major decision-making, major matters and important business, and
supervise implementation of the same.

(2) The Audit and Risk Management Committee shall periodically (on an annual
basis) listen to the risk management and evaluation report given by the Company’s
management (for the reporting mechanism, see Annex 2).

(3) The Audit and Risk Management Committee shall evaluate the Company’s work in
the area of risk management and risk control, and submit proposals for improving
risk management and risk control to the Board of Directors.

(4) The Audit and Risk Management Committee shall assist the Planning and
Development Committee at its request to carry out a risk analysis of major
strategic investment projects currently being implemented and to alert the
Company of the potential risks, in order to prevent such risks from occurring.

(5) If necessary, the Audit and Risk Management Committee shall engage experts or
professional organizations to research specific topics.

(6) The Audit and Risk Management Committee shall handle other matters as
authorized by the Board of Directors.

13



22. The Audit and Risk Management Committee shall examine and evaluate the
Company’s risk management and risk control systems for aircraft fuel, foreign
exchange and interest rate hedging transactions, and supervise the implementation of
the same.

(1) At the beginning of each year, the Audit and Risk Management Committee shall
examine and evaluate the annual work plan and annual authorization scheme of
the Company’s management for the Company’s aircraft fuel, foreign exchange
and interest rate hedging transactions (for the reporting mechanism, see Annex
2), submit the same for deliberation by the Board of Directors, and submit its
recommendations in respect thereof.

(2) The Audit and Risk Management Committee shall periodically (once every
half year) listen to the report from the Company’s management concerning the
Company’s aircraft fuel, foreign exchange and interest rate hedging transactions.

(3) The Audit and Risk Management Committee shall provide support for the
inspection, supervision and risk evaluation carried out by the Company’s audit
department in respect of the Company’s aircraft fuel, foreign exchange and interest
rate hedging transactions.

(4) If necessary, the Audit and Risk Management Committee shall engage experts or
professional organizations to research specific topics.

23. The Audit and Risk Management Committee shall supervise the internal legal
construction of the Company, investigate and monitor the conditions of operation in
compliance with the laws.

(v) Coordinate Communication Between Management, the Audit Department and
Relevant Departments and the External Auditors;

(vi) Consider Other Matters Authorized by the Board of Directors and Stipulated by
Relevant Laws and Regulations and the Rules of the Stock Exchange.

When performing the relevant duties, the Audit and Risk Management Committee may make

reference to certain of the suggestions contained in the Hong Kong Listing Rules annexed
hereto.
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8. REPORTING PROCEDURES

1. A complete record of the meetings of the Audit and Risk Management Committee shall
be kept properly. The first drafts and the final versions of the minutes of the meetings
of the Audit and Risk Management Committee shall be sent to all of the members of the
Committee within a reasonable time after such meetings. First drafts are provided for
comment by members; final versions are provided for members’ records.

2. The Audit and Risk Management Committee must report to the Board of Directors on the
opinions or resolutions formed.

3. The Audit and Risk Management Committee must report to the Board of Directors on the
annual performance of its duties and the particulars of its meetings.

9. AUTHORITY

1. The duties of the Audit and Risk Management Committee may not be delegated to any
other committee answerable to the Board of Directors.

2. The Audit and Risk Management Committee may delegate all or some of its functions and
powers to (a) sub-committee(s) established by it (if any).

10. EVALUATION

The Audit and Risk Management Committee shall carry out an annual self-evaluation by
reference to the requirements set out herein, and report the results thereof to the Board of
Directors. If a member has any proposals for improving these Detailed Rules, such proposals
may be included in the annual evaluation report presented to the Board of Directors. The
annual evaluation report may be presented in any form which the Audit and Risk Management
Committee considers appropriate, including an oral report to the Board of Directors by the
Chairman of the Audit and Risk Management Committee or (an) other member(s) of the Audit
and Risk Management Committee designated by him for this purpose.

11.SUPPLEMENTARY PROVISION

Any matters not provided for in these Detailed Rules or conflict with the relevant laws,
regulations, listing rules of the places where the Company is listed and the Company’s
Articles of Association, such matters shall be handled in accordance with the relevant laws,
regulations, listing rules of the places where the Company is listed and the Company’s Articles
of Associations.
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ANNEX 1 TO THE DETAILED WORKING RULES
FOR THE AUDIT AND RISK MANAGEMENT COMMITTEE

The Audit and Risk Management Committee may consider establishing the following
procedures to review and monitor the independence of the external auditor:

(1) considering all relationships between the Company and its auditor (including the provision
of non-audit services);

(2) seeking from the auditor, on an annual basis, information about the policies and procedures
adopted by the auditor to maintain its independence and to monitor compliance with
relevant requirements (such requirements including current regulations for rotation of audit
partners and staff);

(3) meeting with the auditor at least annually, in the absence of the management, to discuss
matters relating to its audit fees, any matters arising from the audit and any matters which
the auditor wishes to raise.

The Audit and Risk Management Committee may consider formulating policies for the
engagement of the employees or former employees of the external auditor in conjunction with
the Board of Directors and shall monitor the application of such policies. The Audit and Risk
Management Committee should consider whether, in the light of this, there has been (or there is
the appearance of) any impairment of the auditor’s judgment or independence in respect of the
audit.

The Audit and Risk Management Committee is normally expected to ensure that the provision
by the external auditor of non-audit services does not impair its independence or objectivity.
When evaluating the independence or objectivity of non-audit services provided by the external
auditor, the Audit and Risk Management Committee ma y consider the following:

(1) whether the skill and experience of the auditor make it suitable to provide the Company
with non-audit services;

(2) whether safeguards have been established to ensure that the provision of such services by
the external auditor does not pose a threat to the objectivity and independent of its audit
work;

(3) the nature of the non-audit services, the level of the relevant fees, the level of the fees for

services individually and in the aggregate relative to the auditor in question, and the criteria
for determining the remuneration for the staff performing the audit.
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ANNEX 2 TO THE DETAILED WORKING RULES
FOR THE AUDIT AND RISK MANAGEMENT COMMITTEE

The reporting mechanism for the Audit and Risk Management Committee to perform its duty to
inspect and evaluate the Company’s overall risk management and supervise implementation of the
same shall be as follows:

1. The Audit and Risk Management Committee is a specialist committee subordinate to the
Company’s Board of Directors. It is mainly responsible for inspecting and evaluating the
overall risk management carried out by the Company, especially the risk management and risk
control systems for major decisions, major matters and important business, and for supervising
the implementation thereof.

2. The management of the Company is responsible for reporting the particulars of the risk
management and risk control tasks carried out by the Company to the Audit and Risk
Management Committee.

3. The management of the Company shall submit to the Audit and Risk Management Committee
an annual risk management evaluation report setting out the risk management and risk control
work carried out in the preceding year.

4. The annual risk management evaluation reports shall mainly include: (1) details of the risk
management work carried out; (2) the main risks which the Company is facing or will face at
the current stage; (3) the measures to manage and control risk adopted by the Company and the
additional risk counter-measures to be taken in the future; (4) matters requiring a decision by
the Board of Directors.

5. The officers of the Company or the departments with responsibility for aircraft fuel, foreign
exchange and interest rate hedging transactions shall submit to the Audit and Risk Management
Committee the annual work plan and annual authorization scheme for the aircraft fuel, foreign
exchange and interest rate hedging transactions of the Company, which shall be submitted
to the Board of Directors for review and approval, after the review of the Audit and Risk
Management Committee.

6. The Audit and Risk Management Committee shall report to the Board of Directors or make
recommendations after receiving the reports.

Note: The Detailed Working Rules for the Audit and Risk Management Committee were originally drafted in Chinese and the
English translation is for reference only. In case of any inconsistencies between the Chinese and the English version, the
Chinese version shall prevail.
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