
Significant differences between SMIC’s corporate governance practices and those 

followed by U.S. companies under NYSE Listing standards 

 

We are incorporated under the laws of the Cayman Islands.  The principal trading market for 

our shares is the Hong Kong Stock Exchange.  We have adopted a set of corporate 

governance guidelines in accordance with the applicable laws, rule and regulations, including 

our Corporate Governance Policy and our Code of Business Conduct and Ethics, each of 

which are posted on our website. 

 

Because our American Depositary Shares are registered with the U.S. Securities and 

Exchange Commission, and are listed on the New York Stock Exchange, or the NYSE, we are 

also subject to certain U.S. corporate governance requirements, including many of the 

provisions of the Sarbanes-Oxley Act of 2002.  However, because we are a “foreign private 

issuer”, many of the corporate governance rules in the NYSE Listed Company Manual, or the 

NYSE Standards, do not apply to us.  We are permitted to follow corporate governance 

practices in accordance with Cayman Islands law and the Hong Kong Stock Exchange Listing 

Rules in lieu of most of the corporate governance standards contained in the NYSE Standards. 

 

Set forth below is a brief summary of the significant differences between our corporate 

governance practices and the corporate governance standards applicable to U.S. domestic 

companies listed on the NYSE, or U.S. domestic issuers: 

 

 The NYSE Standards require U.S. domestic issuers to have a nominating/corporate 

governance committee composed entirely of independent directors.  We are not subject 

to this requirement, and we have not established a nominating/corporate governance 

committee.  Instead, our Board has established a nomination committee to review the 

structure, size and composition (including the skills, knowledge and experience) of the 

Board at least annually, make recommendations on any proposed changes to the Board 

to complement our corporate strategy, identify individuals suitably qualified to become 

Board members consistent with criteria approved by the Board, assess the independence 

of independent non-executive Directors, make recommendations to the Board on the 

selection of individuals nominated for directorships, and make recommendations to the 

Board on the appointment or re-appointment of Directors and succession planning for 

Directors, in particular the chairman of the Board and the Chief Executive Officer.  

However, such nomination committee is not responsible for developing and 

recommending to the Board a set of corporate governance guidelines applicable to the 

Company and overseeing the evaluation of the Board and management. 

 



 The NYSE Standards provide detailed tests that U.S. domestic issuers must use for 

determining independence of directors.  While we may not specifically apply the NYSE 

tests, our Board assesses independence in accordance with Hong Kong Stock Exchange 

Listing Rules, and in the case of audit committee members in accordance with Rule 

10A-3 under the Exchange Act, and considers whether there are any relationships or 

circumstances which are likely to affect such director’s independence from management. 

 

 We believe that the composition of our Board and its committees and their respective 

duties and responsibilities are otherwise generally responsive to the relevant NYSE 

Standards applicable to U.S. domestic issuers.  However, the charters for our audit and 

compensation committees may not address all aspects of the NYSE Standards.  For 

example, NYSE Standards require compensation committees of U.S. domestic issuers to 

produce a compensation committee report annually and include such report in their 

annual proxy statements or annual reports on Form 10-K.  We are not subject to this 

requirement, and we have not addressed this in our compensation committee charter.  

We disclose the amounts of compensation of our directors on a named basis, 

remuneration payable to members of the senior management by band, and the five 

highest individuals on an aggregate basis in our annual report in accordance with the 

requirements of the Hong Kong Stock Exchange Listing Rules. 

 

 The NYSE Standards require that shareholders must be given the opportunity to vote on 

all equity compensation plans and material revisions to those plans.  We comply with the 

requirements of Cayman Islands law and the Hong Kong Stock Exchange Listing Rules in 

determining whether shareholder approval is required, and we do not take into 

consideration the NYSE’s detailed definition of what are considered “material revisions”. 

 

The above summary is not a detailed, item-by-item analysis of the differences between our 

corporate governance practices and the corporate governance standards applicable to U.S. 

domestic issuers, but rather is intended to provide our U.S. shareholders with a brief, general 

summary of the significant ways that our corporate governance practices differ from those of a 

U.S. domestic issuer. 


