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VIII. Compliance Creates a Long-Term Foundation 

 

 

37 Interactive Entertainment focuses on compliance operations and is committed to improving corporate 

governance, protecting shareholders' rights and promoting fair competition. The company has established a 

sound governance structure and intellectual property protection mechanisms to perform a strict internal 

audit. 37 Interactive Entertainment actively communicates with investors by disclosing information 

regularly. 

 

8.1 Protect Shareholders' Rights and Create High Returns 

37 Interactive Entertainment is well aware that the reason for shareholder investment is due to their trust 

and support in the company's managers and its employees. The company bears the great expectations of 

shareholders to maintain and increase the value of assets and the responsibility to realize the long-term 

value of shareholders. The company has always adhered to ideals of stable operation, standardized 

operation, continuous improvement of corporate governance, strict prevention of risks, ensuring the safety 

of shareholders 'assets, efforts to improve operating performance, and continuous return of shareholders' 

trust. 

1) Sound Corporate Governance Safeguards Decision-Making Process 

Since the company went public, 37 Interactive Entertainment has been in strict accordance with Corporate 

Law, Securities Law and the laws and regulations of the China Securities Regulatory Commission and the 

Shenzhen Stock Exchange. As a result, a Three-Tier Board operation system has been established, which 

includes the board of shareholders, the board of directors and the board of supervisors. 

In 2019, the company held a total of 8 shareholders' meetings, 13 meetings of the board of directors, and 

10 meetings of the board of supervisors, reviewed all important matters of the company, and protected the 

investors' right to know, participate, and make decisions on major matters of the company. 

A. Shareholders' Meeting 

In accordance with relevant laws and regulations, 37 Interactive Entertainment regularly convenes 

shareholders' meetings and hired lawyers hires lawyers to attend the witnesses, which can ensure that all 

shareholders, especially small and medium shareholders, enjoy equal status and fully exercise their rights. 
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On-site voting and online voting are used at each shareholders' meeting. Public shareholders may vote on 

the platform provided by the Shenzhen Stock Exchange. The voting results of small and medium 

shareholders are disclosed in the announcement of the resolution of the shareholders' meeting to 

effectively protect the voting rights of small and medium shareholders. 

B. Board of Directors 

The composition of the company's board of directors is balanced, and each director has unique insights and 

professional knowledge formed over many years of their careers. This combination of talent and experience 

is conducive to dynamic and constructive communication. 

Among the directors, Li Weiwei, Zeng Kaitian, Chen Xialin are all have rich industrial operation and risk 

management capabilities. Director Yang Jun has extensive experience in large-scale projects and audit 

compliance risk management. The current four independent directors of the company also have 

professional experience in accounting, law and financial investment respectively. 

Having 4 independent directors in the board of directors, shareholders' rights and interests can be protected 

further independently and objectively. They play a supervisory role in the board's decision-making and have 

issued independent, fair decisions on matters such as the election of directors and the third employee 

shareholding plan in 2019. Independent directors helped to improve the company's supervision mechanism 

and to safeguarding the legitimate rights and interests of all shareholders. 

37 Interactive Entertainment's board of directors consists of four committees: Audit Committee, 

Remuneration Committee, Nomination Committee, and Strategy Committee. They together have played an 

important role in promoting the company's standardized operation and sustainable development. 

Audit Committee 

The members of the audit committee are composed of three directors: Chen Jianlin, Yang Jun, and Liu 

Guangqiang. Among them, two are independent directors, with independent director Chen Jianlin serving 

as the chairman. Independent directors account for more than half of the members of the audit committee 

and are independent. 

All the three members of audit committee have professional knowledge in finance and accounting. In 2019, 

in accordance with the relevant regulations of the China Securities Regulatory Commission, Shenzhen Stock 

Exchange, the Audit Committee conscientiously performed its duties in accordance with the principle of due 

diligence and convened 5 meetings. Audit Committee members actively participated in the above meetings. 

The audit committee mainly carried out the following work in 2019: 

i. Reviewed the company's financial statements and periodic reports; 
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ii. Reviewed the company's internal audit plans and reports; 

iii. Reviewed the company's 2019 audit agency. 

Remuneration Committee 

The members of the remuneration committee are composed of three directors: Ye Xin, Zeng Kaitian and 

Chen Jianlin. Among them, two directors are independent directors, which accounts for more than one-half 

of the remuneration committee members. Independent director Ye Xin serves as the chairman of the 

committee. 

In 2019, the remuneration committee performed its duties conscientiously, held 1 meeting and worked out 

the 5th Board of Directors Remuneration Plan. 

In order to further improve the remuneration management of directors, mobilize the initiative and creativity 

of directors, promote enterprise management level, enhance the company's sustainable development, the 

following remuneration plan has been formulated: 

i. Members of non-independent directors are full-time directors of the company, and deal with daily 

decision-making affairs, and their positions are important. Therefore, their remuneration is paid at 

¥500,000-¥2.5 million RMB per year, which is determined according to job duties and company 

performance. 

ii. The fixed remuneration for each independent director is ¥120,000 RMB per year, which will be paid 

once every six months. 

The non-independent director's remuneration plan is tired to the company's development and performance. 

At the same time, independent directors have a fixed remuneration system to ensure their independence. 

C. Board of Supervisors 

The board of supervisors of the company performs its duties conscientiously, protects the interests of 

shareholders, supervises the company’s finances and the legal compliance of the company’s directors and 

senior management to perform their duties, and faithfully and diligently safeguards the legitimate rights 

and interests of the company and shareholders. 

2) Be Responsible to Investors and Attach Importance to ROI 

Following principles have been formulated to ensure that the company is fully accountable to investors: 

 Strictly abide by national laws and regulations and relevant regulations of Shenzhen Stock Exchange, 

and disclose information to investors in a timely manner. 
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 Treat and respect all investors fairly and equally. Protect investors' right to know and other legitimate 

rights and interests. 

 Ensure that the information is true, accurate and complete, and fully disclosed. 

With sufficient information disclosure, the company can strengthen the communication with investors and 

thus help the investors understand, accept and support the company's development strategy and business 

philosophy. This establishes a stable and high-quality investor relationship management mechanism and a 

positive brand image, and forms a corporate culture and values that respect investors within the company. 

Secondly, the company protects the rights of shareholders in accordance with the law, attaches importance 

to a reasonable return on investment to shareholders, clarifies the profit distribution method in the 

company's articles of association, and formulates a three-year (2017-2019) shareholder return plan. 

Considering the annual revenue, business plan, shareholder dividend policies and return plans, the 

company will maintain the continuity and stability of the profit distribution policies and take into account 

the long-term interests, the overall interests of shareholders and the company's sustainability. The annual 

profit distribution plan must be fully reviewed by the board of directors, the board of supervisors and 

shareholders' meeting, after which it will be implemented by the board of directors. 

3) Communicate with Investors to Promote Investor Relations 

A． Issue the Investor Relations Management Regulations. Step up Investor Education. 

The company issued Investor Relations Management Regulations to regulate the management of investor 

relations, promote the good interactions between the company and investors, along with potential investors. 

It may also effectively protect the legitimate rights and interests of investors, especially public investors, and 

enhance the company's investment value. 

According to the Investor Relations Management Regulations, the company can strengthen the 

communication with investors by accepting investors' surveys, site visits, phone consultations, performance 

meetings, analyst meetings, roadshows, news interviews, and other activities, enhancing investors' 

understanding to the company. 

To better serve the investors, strengthen investor education and protection, the company complies with the 

"Notice on Launching National Investor Protection Day Event on May 15th" issued by the China Securities 

Regulatory Commission - Anhui Regulatory Bureau, promoting the importance of rational investment and 

risk awareness to investors through posters and other methods. Fulfill the responsibility of protecting the 

legitimate rights and interests of investors. 

B． Ensure Investors' Right to Know 
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The company regularly holds meetings and annual report briefings to enhance communication with 

institutional investors, brokerage analysts, and minority shareholders. Relevant information is also disclosed 

at www.cninfo.com.cn. 

The company's official website is always updated promptly, providing investors and the public with a 

convenient way to understand investor relations and comprehensive information about the company. 

The company opened an investor telephone hotline 0553-7653737 and a dedicated mailbox ir@37.com, 

and the person in charge of the company's board secretary office is responsible for responding to investor 

questions in a timely manner  and then report investors' opinions and suggestions to the board of 

directors and management. 

In addition, the company actively uses the Shenzhen Stock Exchange interactive platform to communicate 

with investors online. As of the end of 2019, the company has responded to 50 questions on the interactive 

platform, at a response rate of nearly 80%. 

C． Board Secretary is Responsible for the Management of Investor Relations 

The company's investor relations management work is carried out under the leadership of the board of 

directors, and accepts the management and guidance of the China Securities Regulatory Commission and 

the Shenzhen Stock Exchange. As the person in charge of investor relations management, Mr. Ye Wei, the 

company's board secretary, is fully responsible for investor relations management. As an important 

special-purpose department, the personnel of the board secretary's office has made outstanding 

contributions to improving corporate governance and creating good investor relations. 

4) Information Disclosure Mechanism Guarantees the Information Quality 

The company has formulated a series of internal control systems related to information disclosure 

management and insider information confidentiality such as the "Information Disclosure Management 

System" and "Inside Information Insider Registration Management System" to guarantee effective 

information disclosure management and the confidentiality of insider information. These internal control 

systems ensure that relevant parties can get access to the company's business conditions, the progress of 

major issues and try to reduce the possibility of illegal insider trading and other illegal activities caused by 

information asymmetry behavior. 

Company information is disclosed through China Securities Journal, Securities Times, Shanghai Securities 

News, Securities Daily and the website designated by China Securities Regulatory 

Commission: http://www.cninfo.com.cn. To conform to the notion of "driven by the investors' demand", the 

company disclosed 4 periodical and 134 non-periodical reports in 2019, providing investors with detailed 

http://www.cninfo.com.cn/�
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information on various hot topics and the up-to-date information of the game industry. 

In addition, the company also made timely announcements on the company's employee shareholding plan, 

amendments to the "Articles of Association", changes in accounting policies, implementation of equity 

distribution, and changes in directors and supervisors, to ensure that the content of information disclosure 

is true, complete and accurate.  

 

8.2 Honesty, Integrity, and Anti-Fraud 

The culture of integrity is an indispensable factor to the sustainable development of the company. 37 

Interactive Entertainment is committed to advocating a workplace culture of integrity and honesty, and 

creating corporate environment based on ethics and fairness. 

1) Improve Procedure, Standardize Internal Audit 

As the primary department responsible for the company's anti-fraud practice, Internal Control Audit 

Department reports to the Audit Committee of the Board of Directors. Since 2016, led by the Disciplinary 

Committee, 37 Interactive Entertainment has established an anti-fraud system based on three aspects: 

internal control, audit, and supervision. Through internal audits driven by risk assessment, systematic risk 

evaluation, and management vulnerability concealment, the company has greatly reduced or even 

eliminated opportunities for fraud, in ways of procedure enhancement, investigation, internal and external 

supervision, etc. 

In 2019, the company introduced policies including Letter of Integrity Commitment, Anti-Fraud Reporting 

and Reward Procedures, Financial Gift Management System, Conflicts of Interest Management Procedures, 

etc., which have paved ways to inhibit commercial bribery, improve report processes, open complaint entry, 

reinforce protection on whistleblowers, clarify conflicts of interest, and more. 

The company introduced three reporting channels for employees, suppliers, and stakeholders. 

i. Reporting Hotline: 020-38206163 

ii. Email: 37ia@37.com 

iii. Mailing Address: 37 Interactive Entertainment Building, Baihe Road No.19, Tianhe District, 

Guangzhou. Postal code: 510665 

In accordance with Anti-Fraud Reporting and Reward Procedures, whistleblowers are to be protected from 

any form of assault. 
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Anti-Fraud Reporting and Reward Procedures:  

Article 11: Personnel who accept reports or participate in fraud investigations shall not provide relevant 

information and reporting content of the whistle-blowers to any department or individual without 

authorization. Relevant investigations shall be conducted without revealing the identity of the 

whistle-blowers. Unless the whistleblower agrees, under no circumstances will the whistleblower's name, 

work unit, contact information, etc. be disclosed. Investigators who violate confidentiality regulations or 

improperly perform their duties will be dealt with according to the circumstances and consequences. 

Article 12: Whistleblowers shall be protected by the company during their assistance in investigation.  No 

unit or individual may use any pretext to block or suppress the reporting of a whistleblower, and shall not 

use any means to retaliate against a whistleblower or take hostile measures against employees involved in 

an investigation. Once verified, if it is dealt with seriously in accordance with the relevant regulations of the 

company and constitutes a crime, it shall be transferred to the judicial organ for handling according to law. 

2) Creating a Culture of Honesty, Fighting Against Internal Fraud 

Within the company, the Internal Control Audit Department actively promotes and guides the anti-fraud 

culture of all employees and builds a culture of integrity by conducting anti-fraud training for all employees, 

and assessing the risk of fraud every quarter, and evaluating various internal control audit systems. The 

company has emphasized that workplace fraud is a red line that the company will not tolerate. Employees 

are encouraged to participate in the anti-fraud work in the company.  

Employees of outstanding integrity and honesty are commended and rewarded annually. A total of 24 

employees were commended in 2019. 

In 2019, the company investigated a number of suspected internal corruption and fraud incidents, including: 

bribery, misappropriation of assets, embezzlement, and commercial leaks. Some cases have been 

transferred to judicial authorities to resolve. 

3) Emphasize Procurement Responsibility, Raise Supplier Standards 

In the "Supplier Management" chapter of "Procurement Procedures", procurement responsibility is defined 

and emphasized, and the "Supplier Social Responsibility Code of Conduct" is introduced to require all 

suppliers to abide by regulations in terms of business ethics, responsibility management, privacy protection, 

laborer rights, environment protection, and more. Suppliers shall be periodically audited for social 

responsibility compliance; the implementation of social responsibility is one of the company's key criteria 

for supplier selection. 

Supplier’s Code of Conduct of 37 Interactive Entertainment:  
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Business Ethics: Suppliers should consciously abide by laws and regulations and business ethics, strictly 

abide by professional ethics, conduct normal business activities with honesty and integrity. Commercial 

bribery, fraud, production with inadequate materials, and similar behaviors will not be tolerated. 

Responsibility Management: Suppliers shall establish corresponding procedures to identify and reduce 

social responsibility risks. 

Privacy protection: The supplier shall protect the personal privacy information of business-related personnel 

and shall not disclose information externally. 

Workers' Rights and Interests: Suppliers shall abide by relevant laws and regulations and protect the 

workers’ rights and interests. Forced labor, discrimination, the use of violence, and child labor will not be 

tolerated.  Provide a decent, healthy and safe working environment for workers and provide necessary 

living facilities for workers. Workers shall be provided with benefits, vacation, training, and promotion 

chances according to the corresponding laws and regulations. 

Environment Protection: Suppliers should take necessary measures to reduce energy consumption, reduce 

the discharge of waste water, waste gas, and waste residues during the production and operation process, 

and no major environmental pollution accidents should occur during the operation period. 

4) Join Anti-Fraud Alliance, Share Information 

37 Interactive Entertainment is a member of Chinese Enterprise Anti-Fraud Alliance and Trust and Integrity 

Enterprise Alliance. Both alliances share their resources and information to continuously improve their 

members' professional skills in anti-fraud. The blacklist system shared between the two alliances shall 

reduce the member companies' risks in employing dishonest persons. 

In terms of communication and cooperation in 2019, 37 Interactive Entertainment participated in two 

anti-fraud seminars: "Embrace the Future: Harness Technology as the Booster of Audit Evolution" and "Build 

a Community of Integrity, Create an Honest Ecosystem". 

In the future, the company will continue to strive to create a fair and transparent organizational 

environment. Through a combination of both internal and external approach, the company will continue to 

fully practice and promote its anti-fraud procedures and culture of integrity. "From the inside out", an 

honest commercial industry shall be established. Furthermore, in the age of information and digitalization, 

the company will explore methods such as artificial intelligence and big data to identify and analyze 

fraud-related behaviors. 

 

8.3 Protect Intellectual Property, Encourage Fair Competition 
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1) Optimize IP Safeguarding Process 

In 2019, 37 Interactive Entertainment will continue to uphold its zero-tolerance attitude towards 

infringement, improve its intellectual property protection systems, and continuously expand various rights 

protection channels such as administrative complaints and criminal reports. 

The company has cooperated with Apple's App Store and many other app storefronts to establish effective 

reporting channels and app delisting procedures to Improve the efficiency of intellectual property rights 

protection. The number of IP safeguarding cases in 2019 continued to rise after 2018. To cope with the 

malicious infringements on 37 Interactive Entertainment's IP and other criminal acts that interrupted the 

products' operation (such as cyberattack, game cheat, etc.), the company proactively reported cases to the 

security authorities and provided assistance during the investigation. All relevant lawbreakers were subject 

to criminal penalties. 

2) Participate in Industry Association IP Protection 

The company actively participated in the establishment of the game industry association. 37 Interactive 

Entertainment is an executive member of China Copyright Association, also a member of Guangdong 

Copyright Protection Alliance and its affiliated Game Specialized Committee.  

The company also participated in the formulation of Game Copyright Infringement Reporting Procedures 

and Regulations initiated by the Anti-Piracy Work Committee of China Audio-Video and Digital Publishing 

Association. 

3) Legal Education Sessions, Enhance Employees' Concept of Laws 

The company has always focused on the legal education of internal employees. This year, it held up to 5 

training seminars on common violations of laws and regulations by internal employees in internet 

companies at locations in Guangzhou and Wuhu. A total of more than 400 employees participated. Through 

case-studies, participants were educated through the introduction and analysis of legal responsibilities of 

employees who violate laws and regulations. These seminars provided internal employees with a full 

understanding of the forms and consequences of relevant violations of laws and regulations, and strengthen 

the internal employees' awareness of compliance. 

4) Abide by Laws, Independent Innovation, and Improve IP System 

37 Interactive Entertainment has always abided by intellectual property laws and regulations, protecting the 

company's legal rights and benefits as well as respecting others'. Via internal development, IP purchases or 

licensing, legal trademark registrations, expanding game patent application, and more, the company further 

improved its IP library and system, fulfilling its social responsibility to proactively stimulate creativity. 
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