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Corporate Governance Report (continued)

The Group is committed to establishing an efficient,
orderly and transparent corporate governance
mechanism. Since its listing, the Company strives to
comply with the Company Law of the PRC (“Company
Law"), the Rules Governing the Listing of Securities
(“Listing Rules”) on The Stock Exchanges of Hong Kong
Limited (“the Stock Exchange”), the Code on Corporate
Governance Practices as set out in Appendix 14 to the
Listing Rules and other relevant laws and regulations
and will regularly review the corporate management
activities to enhance corporate value so as to ensure
a sustainable development of the Company and to
maximise shareholders’ returns.

CORPORATE GOVERNANCE CODE
(THE"CG CODE")

As at the date of this report, the Company has complied
with all the code provisions as set out in the CG Code,
except for deviation of provisions of the CG Code as
mentioned below:
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Code Provision A.2.1 provides that the roles of chairman
and chief executive officer should be separate and
should not be performed by the same individual. The
Company deviates from this provision because Mr.
Pang Baogen has been performing both the roles of
chairman and chief executive officer. The Group has
appointed three general managers to oversee and
manage the three main business activities (construction,
property development and building materials) of the
Group respectively, each of whom has shared the duty
of the chief executive officer to which they manage.
The Board believes that the current arrangement has
installed a proper segregation of duties mechanism
and adequately streamlined the responsibility well
and a simple management structure can enhance the
communication amongst staff at different levels as well
as enabling execution of the Group's policies efficiently.
Therefore, the Board endorsed the position of chief
executive officer to be assumed by the chairman of the
Board.

The Board will regularly review the management

structure to ensure that it meets the business
development requirements of the Group.
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Corporate Governance Report (continued)

CORPORATE GOVERNANCE STRUCTURE

Remuneration
Committee

Nomination
Committee

Set out below is a detailed discussion of the corporate
governance practices adopted and observed by the
Company during the year ended 31 December 2016.

BOARD OF DIRECTORS

(THE “"DIRECTOR")

Duties of the Board of the company (the
"“Board"”)

The Board formulates overall strategic plans and key
policies of the Group, monitors its financial performance,
maintains effective oversight over the management,
risks assessment and improving and reviewing the
Group's policies and practices on corporate governance
while delegating the day-to-day operations of the
Company to the executive Directors or the management
of every business segment. The Board is committed
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Supervisory
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Audit
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Department

to making decisions in the best interests of both the
Company and its shareholders.

The Board consists of nine Directors, including five
executive Directors, namely, Mr. Pang Baogen (the
chairman of the Board), Mr. Gao Lin, Mr. Gao Jiming, Mr.
Gao Jun and Mr. Jin Jixiang; one non-executive Director,
namely, Mr. Fung Ching, Simon; and three independent
non-executive Directors, namely, Mr. Chan, Dennis Yin
Ming, Mr. Li Wangrong and Ms. Liang Jing. Each of Mr.
Fung Ching, Simon and Mr. Chan, Dennis Yin Ming has
professional accounting qualifications and possesses
a breadth of experience in accounting and financial
management, Mr. Li Wangrong has rich experience in
law and Ms. Liangling has rich experience in project
management and audit. The diverse composition of the
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Corporate Governance Report (continued)

Board brings the Board different views, and also reflects
a balance between effectiveness and independence.

The Directors may have access to the advice and
services of the company secretary of the Company
with a view to ensure that the board procedures, and
all applicable rules and regulations, are followed. In
addition, the Directors may, upon reasonable request,
seek independent professional advice in appropriate
circumstance at the Company’s expenses. The
Board shall resolve to provide separate appropriate
independent professional advice to the Directors to
assist the relevant Directors to discharge their duties.

The Board has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model
Code”) contained in Appendix 10 to the Listing Rules
as its own code of conduct regarding the securities
transactions by the Directors. Having made specific
enquiries with each Director, all Directors have
confirmed that they have complied with the required
standards set out in the Model Code throughout the
year of 2016.
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All members of the Board had entered into three-
year service contracts with the Company respectively.
According to the memorandum and articles of
association of the Company, all Directors will retire
by rotation in every three years at the annual general
meeting of the Company, but are eligible for re-election.

Brief biographical details of the Directors are set out on
pages 46 to 48 of the annual report.

BOARD DIVERSITY

The Company adopted the Board Diversity Policy
with periodical objectives. The nomination committee
evaluates the balance and blend of skills, experience
and diversity of the Board. Selection of candidates will
be based on a range of diversed perspectives, including
but not limited to age, gender, cultural and educational
background, professional and industry experience,
skills, knowledge and other qualities essential to the
Company’s business and merit and contribution that
the selected candidates will bring to the Board. The
Company sees that increasing diversity at the Board
level would enhance the Board’s effectiveness and
corporate governance.
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Corporate Governance Report (continued)

The remunerations of each of the Directors of the Company are disclosed on an individual basis, details of which
are set out in note 45 to the consolidated financial statements. The band of remuneration of senior management
personal and related number of members of senior management are as follows:

Below RMB650,000

Since its listing, the Company maintained liability
insurance for its Directors, Supervisors and senior
management each year.

BOARD MEETING

The Board held a total of four all-members meetings
during the year, discussed and approved the 2015
annual report, 2016 interim report and the work
report of internal audit department; appointed
PricewaterhouseCoopers as the independent auditor
of the Company. The attendance of each of the

2016 2015
Number of

individuals

Number of
individuals

Directors is set out in the table below. The relevant
senior management and members of the Supervisory
committee of the Group had all attended the board
meetings held during the year. Directors received the
notice of board meeting at least 7 days before the
date on which board meeting was held and all of the
Directors are offered opportunities to suggest any
issue for discussion included in meeting agenda. All the
minutes of board meetings are filed and accessible to all
Directors at any time.

ATTENDANCE OF BOARD MEETING IN 2016

Executive Directors
Mr. Pang Baogen
Mr. Gao Lin

Mr. Gao Jiming

Mr. Gao Jun

Mr. Jin Jixiang

Non-executive Director
Mr. Fung Ching, Simon

Independent Non-executive Directors
Mr. Chan, Dennis Yin Ming

Mr. Li Wangrong

Ms. Liang Jing
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Attendance/

Number of Board
meetings

4/4
4/4
4/4
4/4
4/4

4/4

4/4
4/4
4/4

35



Corporate Governance Report (continued)

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company’s number of independent non-executive
Directors has complied with the Rule of 3.10(1) of the
Listing Rules. The Board considers that all independent
non-executive Directors have appropriate and sufficient
industry or finance experience and gqualifications to
carry out their duties so as to protect the interests of
the Shareholders.

Prior to their respective appointment, each of the
independent non-executive Directors has submitted
a written statement to the Stock Exchange confirming
their independence and has undertaken to inform the
Stock Exchange as soon as practicable if there is any
subsequent change of circumstances which may affect
their independence. The Company has also received a
written confirmation from each of the independent non-
executive Directors in respect of their independence.
The Company considers that all independent non-
executive Directors are being considered to be
independent by reference to the factors stated in the
Listing Rules.

DIRECTORS’' TRAINING AND
DEVELOPMENT

Pursuant to the Appendix 14 to the Listing Rules, all
Directors should participate in continuous professional
development to develop and refresh their knowledge
and skills. This is to ensure that their contribution to the
Board remains informed and relevant. The directors’
training is a continuous project. The Company invited
different professional teams regularly to provide
trainings for the Directors about relevant regulations
and rules, marketing environment and/or the newest
changes of the industry development. During the year
ended 31 December 2016, the directors, supervisors and
senior management have developed their knowledge
of directors’ duties and risks. Besides, some Directors
have also attended lessons in relation to Directors’
roles, functions and duties, as well as strengthen their
professional development by reading some related
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information or attending professional training sessions
on their own. The Directors confirmed that they have
complied with the Code Provision A.6.5 of the CG Code.

BOARD COMMITTEES

The Board has established three board committees,
namely, Audit Committee, Nomination Committee and
Remuneration Committee to strengthen its functions
and corporate governance rules. The Audit Committee,
Nomination Committee and Remuneration Committee
perform their specific duties in accordance with their
respective written terms of reference.

AUDIT COMMITTEE

The audit committee of the Company consists of two
independent non-executive Directors, namely, Mr.
Chan, Dennis Yin Ming and Mr. Li Wangrong, and one
non-executive Director, Mr. Fung Ching, Simon, with
Mr. Chan, Dennis Yin Ming as the chairman of the audit
committee.

The terms of reference of the Company’s audit
committee are formulated in accordance with
the Appendix 14 to the Listing Rules and the
recommendations in “A Guide for Effective Audit
Committee” published by the Hong Kong Institute of
Certified Public Accountants. The primary duties of
the audit committee are to review and supervise the
Group's financial reporting procedures and internal audit
scheme formulated by the internal audit department
of the Company and review the reports submitted by
the internal audit department. It is also responsible for
reviewing affairs related to the appointment, resignation
and replacement of independent auditors as well as
assessing the auditors’ performance and whether
their audit fees are reasonable, and providing relevant
recommendations to the Board. The audit committee
has established a whistle blowing policy and system.
The terms of reference of the Audit Committee are
available on the websites of the Company and the Stock
Exchange. The audit committee of the Company held
two meetings during the year of 2016.
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The major tasks accomplished during the year include:

- reviewing the annual and interim results
announcement, reports and financial statements
of the Group;

- reviewing and providing recommendations on
the accounting policies adopted by the Group
and the accounting practice issues;

- monitoring the work of the internal audit
department of the Group and reviewing the
reports submitted by it;

- advising on the material transactions of the
Group and providing recommendations on
related risks to management; and

- reviewing the audit fees of auditors and
recommending the fees for approval by the
Board.

ATTENDANCE OF THE MEETING OF
THE AUDIT COMMITTEE IN 2016

Attendance/
Number of Audit

Committee
meetings

Mr. Chan, Dennis Yin Ming 2/2
Mr. Li Wangrong 2/2
Mr. Fung Ching, Simon 2/2

REMUNERATION COMMITTEE

The remuneration committee comprises two
independent non-executive Directors, namely, Mr. Chan,
Dennis Yin Ming and Ms. Liang Jing, and one executive
Director, namely, Mr. Pang Baogen, with Mr. Chan,
Dennis Yin Ming as the chairman of the remuneration
committee.
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The major responsibilities of the Remuneration
Committee are to make recommendation to the Board
on the Company’s policy and structure for remuneration
of the Directors, Supervisors and senior management of
the Company, to review and approve the management’s
remuneration recommendation according to the
Board's policy and target. To take the market forces
and comparable industries into consideration when
determining the remuneration packages of the Directors,
Supervisors and senior management of the Company.
The terms of reference of the remuneration committee
are available on the websites of the Company and the
Stock Exchange. The remuneration committee of the
Company held one meeting during the year of 2016.

The major tasks accomplished during the year include:

- reviewing the remuneration policy, the terms of
service contracts; and

- assessing the performance of all executive
directors, supervisors and senior managers.

ATTENDANCE OF THE MEETING OF
THE REMUNERATION IN 2016

Attendance/
Number of

Remuneration
Committee
meeting

Mr. Chan, Dennis Yin Ming 1/1
Ms. Liang Jing 11
Mr. Pang Baogen 11

NOMINATION COMMITTEE

The nomination committee comprises two independent
non-executive Directors, namely, Mr. Li Wangrong and
Ms. Liangling, and one executive Director, namely, Mr.
Gao Jiming, with Mr. Li Wangrong as the chairman of the
nomination committee.
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Corporate Governance Report (continued)

The main duties of the Nomination Committee are
to review the structure, size and composition of
the Board of Directors on a regular basis, to makes
recommendations to the board regarding any proposed
changes and to identify individuals suitably qualified
to become board members. It is also responsible for
assessing the independence of independent non-
executive directors and providing recommendations
to the Board of Directors on relevant matters relating
to the appointment or re-appointment of directors and
succession planning for directors and supervisors. The
terms of reference of the Nomination Committee are
available on the websites of the Company and the Stock
Exchange. The nomination committee held one meeting
in 2016.

The major tasks accomplished during the year include:

- reviewing the structure, number of members and
composition of the Board and the Supervisory
Committee, and providing the Board with
recommendations on any intended change,

- identifying appropriate candidates for the
position of directors and supervisors, and
nominating such persons to be directors and
SUPErvisors,

- assessing the independence of the independent
non-executive directors; and

- providing recommendations on the plan of the

appointment or re-appointment and succession
of directors and supervisors to the Board.
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ATTENDANCE OF THE MEETING OF
THE NOMINATION IN 2016

Attendance/
Number of

Nomination
Committee
meeting

Mr. Li Wangrong 171
Ms. Liang Jing 1/1
Mr. Gao Jiming M

The Board adopted a “Procedure and criteria for
nomination of Directors”, the details of which are set
out below:

Procedure for nomination of Directors

- When there is a vacancy in the Board, the Board
evaluates the balance of skills, knowledge
and experience of the Board, and identifies
any special requirements for the vacancy
(e.g. independence status in the case of an
independent non-executive Director);

- Prepare a description of the role and capabilities
required for the particular vacancy,

- Identify a list of candidates through personal
contacts/recommendations by Board members,
senior management, business partners or
investors;

Arrange interview(s) with each candidate for the
Board to evaluate whether he/she meets the
established written criteria for nomination of
directors. One or more members of the Board
will attend the interview;
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- Conduct verification on information provided by
the candidate; and

- Convene a Board meeting to discuss and vote on
which candidate to nominate or appoint to the
Board.

Criteria for nomination of Directors
common criteria for all Directors
Character and integrity;

- The willingness to assume broad fiduciary
responsibility;

- Present needs of the Board for particular
experience or expertise and whether the
candidate would satisfy those needs,

- Relevant experience, including experience at the
strategy/policy setting level, high level managerial
experience in a complex organization, industry
experience and familiarity with the products and
processes used by the Company;

- Significant business or public experience relevant
and beneficial to the Board and the Company;

- Breadth of knowledge about issues affecting the
Company;
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Ability to objectively analyse complex business
problems and exercise sound business
judgment;

Ability and willingness to contribute special
competencies to Board activities; and

Fit with the Company's culture.

Criteria applicable to Independent Non-
executive Directors

Willingness and ability to make a sufficient time
commitment to the affairs of the Company
in order to effectively perform the duties of a
director, including attendance at and active
participation in Board and committee meetings,

Accomplishments of the candidate in his/her
field;

Outstanding professional and personal
reputation; and

The candidate’s ability to meet the independence

criteria for directors established in the Listing
Rules.
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Corporate Governance Report (continued)

DIRECTORS RESPONSIBILITY ON
THE FINANCIAL STATEMENTS

The Directors of the Company acknowledge their
responsibility for preparing the financial statements
for the year ended 31 December 2016, which were
prepared in accordance with statutory requirements
and applicable accounting standards. The reporting
responsibilities of the external auditors on the financial
statements are set out in the Independent Auditor’s
Report on pages 61 to 67 of the annual report.

CORPORATE GOVERNANCE
FUNCTIONS

The Board is responsible for the corporate governance
functions with the following duties:

- to develop and review the Company’s policies
and practices on corporate governance and
make recommendations on changes and
updating;

- to review and monitor the training and
continuous professional development of
Directors,

- to review and monitor the Company’s policies

and practices on compliance with legal and
regulatory requirements;
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to develop, review and monitor the code of
conduct and compliance manual applicable to
Directors and employees;

- to review the Company’s compliance with
the CG Code and disclosure in the Corporate
Governance Report; and

- such other corporate governance duties and
functions set out in the CG Code (as amended
from time to time) for which the Board are
responsible.

COMPANY SECRETARY

Mr. Chow Chan Lum has been a member of the Institute
of Chartered Accountants of Scotland and is also a
member of the Hong Kong Institute of Certified Public
Accountants, which fulfills the requirement under
Rules 3.28 and 3.29 of the Listing Rules. As an external
employee of the Company, the company secretary
supports the Board, ensures good information flow
within the Board and Board policy and procedures are
followed; advises the Board on governance matters,
facilitates induction and, monitors the training and
continuous professional development of Directors.
During the year, the company secretary confirms that
he has attained not less than 15 hours of relevant
professional training.
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SHAREHOLDERS' MEETING

The shareholders’ meeting of the Company not only
makes important and key decisions, but also serves
as a direct communication platform for its Directors,
management and shareholders. In this respect, notice
of shareholders’ meeting stating the particulars of
the matters to be discussed, procedures of voting by
poll, shareholders’ voting rights, will be circulated to
shareholders 20 clear business days before the date of
shareholders’ meeting according to the Listing Rules.
During the period under review, the Group hold one
annual general meeting, one domestic shareholders’
meeting and one H shareholders’ meeting, the details as
follows:

ATTENDANCE OF SHAREHOLDERS'
MEETING AND CLASS MEETINGS IN
2016

Attendance/
Number of

shareholders’
meeting and
class meetings

Executive Directors

Mr. Pang Baogen 3/3
Mr. Gao Lin 3/3
Mr. Gao Jiming 3/3
Mr. Gao Jun 3/3
Mr. Jin Jixiang 3/3

Non-executive Director
Mr. Fung Ching, Simon 3/3

Independent Non-executive

Directors
Mr. Chan, Dennis Yin Ming 3/3
Mr. Li Wangrong 3/3
Ms. Liang Jing 3/3
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SHAREHOLDERS' RIGHTS

In accordance with the Company’s Article of Association
87, two or more shareholders holding in aggregate
10% (including 10%) or more of the shares carrying
the voting right at the meeting sought to be held shall
have the right to require the board to convene an
extraordinary general meeting or a class meeting in
stating the objectives of the meeting. The board shall as
soon as possible proceed to convene the extraordinary
general meeting or a class meeting after receiving the
requisition. If the board does not serve the notice of
the convening a meeting after 30 days of receiving the
written requests aforesaid, such shareholders may
convene such a meeting within four months from the
date of receipt of the requisition by the board. Any
reasonable expenses incurred by the requisitions by
reason of the failure of the board to duly convene a
meeting shall be repaid to the shareholders by the
Company.

PROCEDURES FOR SHAREHOLDERS
TO PROPOSE A PERSON FOR
ELECTION AS A DIRECTOR

Subject to applicable laws and regulations, including
the Company Law of the People’s Republic of China,
the Listing Rules and the articles of association of the
Company as amended from time to time, the Company
may in general meeting by ordinary resolution elect
any person to be a director of the Company either
to fill a casual vacancy or as an additional director.
A shareholder of the Company can deposit a written
notice at the correspondence address in Hong Kong of
the Company for the attention of the company secretary
for proposing a person for election as director. The
written notice must state the full name of the person
proposed for election as director and include such
person’s biographical details as required by Rule
13.51(2) of the Listing Rules, and be signed by the
shareholder concerned and the written notice signed
by the candidate proposed to be elected as director
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Corporate Governance Report (continued)

indicating his/her willingness to be elected. The period
for lodgment of such a written notice shall be at least
seven days, commencing no earlier than the day after
the dispatch of the notice of the meeting for election of
directors and ending no later than seven days prior to
the date of such meeting.

Shareholders may at any time send their enquiries and
concerns to the Board in writing through the secretary
of The Company, may also make enquiries with the
Board at the general meetings of the Company.

The correspondence address of the Company in Hong
Kong is as follows:

Room 1902, China Evergrande Centre
38 Gloucester Road, Wanchai, Hong Kong

The headquarter address of the Company is as follows:

N0.501 Shanyin West Road, Kegiao District
Shaoxing City, Zhejiang Province
The PRC

CONTROLS MECHANISM

sSupervisory Committee

The Supervisory Committee is the standing supervisory
organisation of the Company, which is responsible for
supervising the functions of the Board and its members
and the senior management such as the general
manager and deputy general managers. The Supervisory
committee comprises five supervisors, who will serve
for a term of three years and are eligible for re-election.
The number of members and composition of the
Supervisory Committee of the Company comply with
the requirements of the relevant laws and regulations.
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The Supervisory Committee comprises Mr. Kong
Xiangguan (chairman of the Supervisory Committee),
Mr. Wang Jianguo and Mr. Xugang, and independent
Supervisors, Mr. Zhang Xindao and Mr. Xiao Jianmu.
The Supervisory Committee is accountable to the
shareholders meeting and exercises the following
authority in accordance with the applicable laws.

examining the financial statements of the
Company;

- supervising the directors, general manager,
deputy general managers and other senior
management in the performance of their duties
to prevent them from breaching the laws,
administrative regulations or the Company’s
articles of association,

- requiring the directors, general manager, deputy
general managers and other senior management
to rectify behaviors which will prejudice the
interests of the Company;

- verifying the financial information, such as
financial reports and profit appropriation
proposals, which intended to be submitted to
the shareholders’ meeting by the Board and
appointing certified public accountants and
auditors in the name of the Company to assist in
re-auditing whenever the committee is in doubt
with these information;

- proposing to convene extraordinary general
meeting; and

- negotiating with or initiating litigations against
directors on behalf of the Company.
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The Supervisory Committee convened two meetings
during the year and all of the Supervisors attended
the meetings. The Supervisory Committee has also
attended the board meetings held in the year of 2016.
The Supervisory Committee has also adopted the Model
Code in Appendix 10 to the Listing Rules as its own code
of conduct regarding the securities transactions by the
Supervisors. Having made specific enquiries with each
Supervisor, all Supervisors have confirmed that they
have complied with the required standards set out in
the Model Code throughout the year of 2016.

Internal audit

The Company has established an internal audit
department. The internal audit department is
independent from the finance department or other
management departments. It reports directly to the
Board and audit committee. The primary duties of
the internal audit department are to monitor and
review the effectiveness of the operation of the
financial, operational and compliance control as well
as risk management systems of the Company and
its subsidiaries. During the year, it has reviewed,
monitored, and submitted reports on review and
approval system for use of capital, financial budgeting
system, system governing signing of contracts and
bidding budget; and final settlement and control system
according to the internal audit plans.
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