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Four issues of Corporate Governance of SOE
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Four fundamental Issues of Corporate Governance of SOEs:
m [E AL L5 Ownership Structure of SOEs
» F 25 A0 9<F < R Relationship of Stakeholders
m A R 1A] B Decision-making Body of SOEs
m BRI AN Z AL ) & Incentive and Regulating Mechanism
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In the above-mentioned 4 issues, ownership structure of
SOEs is a significant issue related to corporate governance of
SOEs, the other three issues is common in all enterprises, but
more particular in SOEs.
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=. XTELKRNE Ownership Structure in SOE

o HEW R, EAARAD SNl
Ownership structure diversification shall be encouraged.
o O B BN 22 JeAG R T T
The central government has clear guidelines on ownership
structure diversification .
B HERG TS Walfhatt e, Budti
It’ll be beneficial to capital recovery and recombination as
well as improvement of stimulation by selling state
holdings.
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=. XTELRRER Ownership Structure in SOE

n AR ML RE A [R] R A S
There could be different capital structures in different industries. The
advantages of ownership structure diversification are as follows:
ZEWEPNY, AR E R =R, IR AT S LS
In monopolized industries, it'll let the people own profit-share , and help to
improve the mechanism.
ek, AR “TiigtE” SERAUBAR . S kg B A A T A
NiEZL
In competitive industries, it could make the SOEs more market-driven by
control and more “market-oriented” share holders, as well as appropriate
strategic investors.
KBTS EARNE, N AVE “Tiigpte” BN & s EHE — & B BA Can
EEHIBO 5 fEahE . EFH TR KR EA MY, ahkEER P LLFFE —
TE I o
For large-sized competitive enterprises, the managers could own some
incentive stock rights, e.g. stock options; the founders and managers who
contribute significantly to an enterprise could hold some shares.
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The relationship of stakeholders, such as the shareholders,
operators and creditors, is the basic relationship related to corporate
governance. The relationship between stakeholders and the real
shareholder of SOEs—the people is the most particular issue in
corporate governance of SOEs.

o EAFAE RS H ] 2 -
The problems in the past were:

s AT EEERN AN A E#HL 2 H1JfF1F Ignorance of the
basic rights and interests of owners as well as excessive intervention
into enterprise management

s ZARARF]ZE Ignorance of the interests of the creditors
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=, FzZMKxEFHKXZR Relationship of Stakeholders
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At present, the basic rights and interests of the owners are protected,
and the governance is improving with the establishment of SASAC.
But there are still several issues need to be addressed:

MHER] T A O R R A N 25 FE
While managing the relationship of the stakeholders, we shall give
attention to:

A HFAH K The development of the company
FHIHE A 51 Balance of interests of stakeholders
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=. FIFZHHXFEXFR Relationships of Stakeholders

s EAERARPNER—P5E3. The rules of the state-own
shareholders (SS) shall be further improved
=7 e AR A A SRR [ H
i_ﬁl;ééfyF{ﬁ/LJfEUrp
The SS bodies have responsibility to require SOEs to

disclose information to the real shareholder (the people) of
them.

A RS “Pr &7 J7Er

The guideline on the ownership policy of SS shall be cleared.

W [ A JBR AL B B4
The obligations of the SS bodies shall be cleared.

s HAERAEILAFERSEIEREEN SS shall ensure the
board of directors function properly in deed.

ERI,DRC




1q, EREHLFI Decision-making Body of SOE
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The board of directors shall be the decision-making body which is
responsible for the significant issues of the company, such as the
strategy and management.

-E%Amﬁ/\?ﬁﬁéﬁéﬁ L, AR ARSEITHARGNE “—i
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The board of directors shall be responsible for the all-around
development of the company. Meanwhile, there must be a CEO or chief
leader in the administrative and management system, who is good at
inspiring the cohesion of the people.

INE) A E BFEAREESK It's essential for the efficient
management of a company.
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Ak JEIr%. The SS body could approve the candidates of
directors, but may not nominate both the board chairman and the
general manager. There could be transitional measures.

s HREEHEN TR E HEREMEFH S E
The rules about the rights and responsibilities of general manager shall
be set by the board chairman complying with the regulations.
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B, BEAMARIE Incentive and Regulating Mechanism
n N EABEEENBMES, 7RIS E R

Incentive to the SOE operators is significant. One way is full
authorization.

s N EAZEEREENARZIRBESEWANR, A “HiL” .
The most important way to regulate the behavior of a SOE
manager is by corporate governance, but not through
examination and approval.

w EUE AR A AV SR 2T R L A 2 A
We shall attach great importance to the basis of the incentive
and regulating mechanism in SOEs.

HH 225163 Classified Governance of the SOEs
WA BT & J74%F Clear guidelines of the owner

I 8 <57 fT Clear functions of the directorate

A “—4F” BRITAUF| Clear rights and responsibilities of the
chief leader

& PRI 3 Rational pay
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