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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.
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(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 1895)

ANNOUNCEMENT ON INTERNAL CONTROL REVIEW REPORT

Reference is made to the announcement of Xinyuan Property Management Service (Cayman) 
Ltd. (the “Company”) dated 23 September 2021 (the “Announcement”). Unless the context 
otherwise requires, capitalised terms used in this announcement shall have the same meanings 
as those defined in the Announcement.

The Company has appointed Moore Advisory Services Limited (“Moore”) as independent 
internal controls reviewer, and Moore has reviewed and validated the Company’s systems and 
controls, with reference to the Company’s compliance with the Rules Governing the Listing of 
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock 
Exchange”). Moore completed its review into the relevant matters during the period from 8 to 
18 September 2021, including a follow-up review conducted on 20 October 2021 and issued 
its internal control review report on 24 October 2021 (the “IC report”).

In the context of, and in particular since the completion of the IC report, the Company has 
carried out enhancements and remedial measures, to address the findings and recommendations 
of the IC report.



– 2 –

SCOPE OF THE IC REPORT

Moore reviewed the following processes of the Company and its subsidiaries (the “Group”) 
during the period from 1 September 2020 to 31 August 2021 (the “Review Period”).

Business process Business sub-process

1. Listing Rules 1. Appendix 14 Corporate Governance Code

2. Chapter 14 Notifiable Transactions

3. Chapter 14A Connected Transactions

2. Management of 
funds, investments 
and financing

1. Policy and process

2. Liquidity management

3. Investment management

4. Borrowing management (including the mechanism for 
compliance with the facility agreements and the directors, 
employees and connected persons (if applicable)

5. Management of financial instruments (e.g., derivatives, 
hedging, foreign currencies, if applicable)

6. Cash flow budget

7. Currency risk and interest rate fluctuation management

8. Establishment of bank accounts and account management

9. Processing of acceptance bill

10. Cash management and bank reconciliation

11. Management of notes and specimen seals

12. Accounting and payment of borrowing cost and payment 
procedure

13. Accounting of borrowing cost, accrual of interests, payment 
and capitalisation of interests

14. Division of works in the management of funds, investments 
and financing
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Business process Business sub-process

3. Information system 
management (OA 
System)

1. Policy and process

2. Management of change of process

3. Backup and disaster recovery plan

4. Strategic planning for information system resources

5. Business continuity plan

6. Operation and management of information system

7. Implementation and maintenance of application system and 
database

8. Support to system software, hardware and network

9. Regulation of software license

10. Security and access of user account

FINDINGS AND RECOMMENDATIONS OF THE IC REPORT

The principal findings and recommendations of the IC Report are summarised below.

1. Regarding the Listing Rules

a) Lack of complete connected transaction management system

The Group has not yet established a complete internal control system for 
identification, collection and processing of the data of connected transactions, 
including the process for approval of connected transactions and disclosure of 
connected transactions.

Any failure to identify and report notifiable connected transactions may result in 
non-compliance with the requirements of the Listing Rules.
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It is advisable that the Group formulate the internal system and handbook for 
the management of connected transactions, establish a series of internal control 
processes, including but not limited to the processes set out below, and continue 
updating and improving the connected transaction management process:

i. process of identification, data collection and management of connected 
transactions;

ii. mechanism for pricing and approval of connected transactions;

iii. multi-level authorisation and approval system for connected transactions;

iv. process for execution and implementation of contracts under connected 
transactions;

v. connected transaction early warning system; and

vi. connected transaction information disclosure review and information 
disclosure management process.

b) Lack of complete management system for notifiable transactions

The Group has not established a complete internal control system for notifiable 
transactions, including with respect to the process for approval of notifiable 
transactions and disclosure of notifiable transactions.

Any delay in reporting the notifiable transactions may result in non-compliance 
with the requirements of the Listing Rules.

It is advisable that the Group develop the internal system and handbook for 
the management of notifiable transactions, establish a series of internal control 
processes, including but not limited to the processes set out below, and continue 
updating and improving the notifiable transaction management process:

i. rules on classification and ratio of notifiable transactions;

ii. process for calculation of ratio of notifiable transactions and its approval 
system;

iii. rules on the notice, announcement and shareholder approval;

iv. process for trading halt and temporary suspension of trading; and
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v. notifiable transaction information disclosure review and information 
disclosure management process.

c) Lack of complete list of connected persons

Chapter 14A of the Listing Rules requires a listed company to identify the 
connected person which enters into a transaction with it and report and disclose the 
details of the relevant transactions in accordance with applicable rules.

The Group has not prepared a complete list of connected persons and has 
not established the procedure for management of list of relevant connected 
persons, setting out all connected persons defined according to Rule 14A.07 to 
Rules 14A.11 of the Listing Rules.

It is advisable that the Company prepare a complete list of connected persons, 
setting out all connected persons defined in Rule 14A.07 to Rules 14A.11 of the 
Listing Rules.

In addition:

i. The Group should disclose to its controlled subsidiaries the list of connected 
persons, which will be updated as necessary, to enable the controlled 
subsidiaries to identify and determine the connected transactions;

ii. The Group should submit the list of connected persons to the management of 
the Company and report the relationship between such connected persons and 
the Group, and, if the Group and any such connected persons intend to enter 
into any transaction or any continuing transaction, to report such transaction 
to relevant management personnel immediately; and

iii. The Company may also save the list of connected persons in the office 
automation system (“OA System”), to automate the process with respect to 
the corresponding review and approval of relevant connected transactions.
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d) Lack of system for reporting connected transactions on a regular basis

The Group has not yet established a reporting system which requires all companies 
of the Group to report and disclose to the management the details of connected 
transactions.

It is advisable that the Group procure relevant personnel of the Group Companies 
to submit to the management reports on connected transactions and report the 
details of the connected transactions on a regular basis (e.g. on a monthly basis), 
which will enable the Group to identify and ascertain the connected transactions.

The person in charge of reviewing and assessing connected transactions of the 
Group should carry out analysis based on the monthly statements submitted by 
the companies of Group, carry out calculations, review any announcements in 
accordance with the Listing Rules (relevant materials may be processed by the 
OA System for the purpose of such analysis), and submit detailed information 
regarding connected transactions to the management on a regular basis.

e) Lack of transactional materials for notifiable transactions

The Group has not yet established a reporting system which requires all companies 
of the Group to report and disclose to the management the details of notifiable 
transactions.

It is advisable that the Group procure relevant personnel of the companies of Group 
to submit to the management the reports on notifiable transactions and report the 
details of the notifiable transactions to enable the Group to identify and ascertain 
the notifiable transactions.

The person in charge of reviewing and assessing notifiable transactions of the 
Group should carry out analysis based on the monthly statement submitted by 
the companies of Group, carry out calculations, review any announcements in 
accordance with the Listing Rules (relevant materials may be processed by the 
OA System for the purpose of such analysis), and submit detailed information 
regarding notifiable transactions to the management on a regular basis.

f) Lack of multi-level authorisation and approval system for connected transactions 
and notifiable transactions

The Group has not yet established its multi-level authorisation and approval 
system, which defines specific (and relevant) approval authority and requirements, 
for each of: (i) the management of the companies of Group, and (ii) the 
management, shareholders’ meeting and board of directors of the Group, for 
connected transactions and notifiable transactions.
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It is advisable that the Group establish a multi-level authorisation and approval 
system for connected transactions and notifiable transactions, under which:

business-routine transactions, and transactions do not arise in the ordinary course 
of the Company’s day-to-day business, will be managed separately;

relevant approval authority will be granted to the management of the controlled 
subsidiaries and the management, shareholders’ meeting and board of directors of 
the Group; and

any approval beyond the scope of authority will be strictly prohibited. Transactions 
of an amount which exceeds the scope of approval authority must be reported to 
duly authorised department for approval.

If the value of any transaction between the Group and its connected person exceeds 
a certain threshold, in order to avoid any unauthorised connected transaction, 
the Group must appoint an intermediary to assess the transaction and submit the 
proposal for the transaction to the shareholders’ meeting for approval.

In relation to a notifiable transaction, the Company shall, after the calculation of 
relevant percentages of such transaction, report to a duly authorised department for 
approval of such transaction.

g) Lack of training for connected transactions and notifiable transactions

The Group has not provided training to relevant management personnel on 
connected transactions and notifiable transactions during the Review Period.

It is advisable that the Group provide the training sessions to relevant management 
personnel on the identification, data collection and management of connected 
transactions and notifiable transactions, as well as on internal management rules to 
make sure them to function well.

2. Regarding management of funds, investments and financing

During the Review Period, no issues were identified in relation to internal controls for 
management of funds, investments and financing.

3. Regarding information system management (OA System)

During the Review Period, no issues were identified in relation to internal controls for 
the OA System.
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ENHANCEMENTS AND REMEDIAL MEASURES

The Company has put in place internal control enhancements in accordance with the 
recommendations of Moore and in compliance with the relevant Listing Rules:

The following enhanced measures have been implemented, and where not already given effect 
to, will be, as and when the relevant events (for example, connected or notifiable transactions, 
and relevant training) occur:

(i) collation of a complete list of connected persons of the Group, to identify any related 
parties/entities within and outside the Group, with regular updates to the list to ensure 
that any such transactions are disclosed pursuant to the Listing Rules;

(ii) with respect to regular reports on connected transactions and details relating to notifiable 
transactions, having put in place the relevant enhanced internal governance systems, 
the Company will require the financial officers of each of its companies to update the 
relevant connected/notifiable transaction records (with reference to the latest connected 
persons list described in (i) above, and transactional details recorded in the monthly 
accounts, in compliance with the enhanced measures), which will be reported to the 
personnel in charge. The personnel in charge of the relevant connected/notifiable 
transactions will compile monthly transaction reports setting out the relevant details of 
the transaction, and share these with Senior Management and the Company’s directors 
once the reports have been approved by the Chief Financial Officer;

(iii) the Company will also engage auditors to conduct an audit every 6 months of the 
connected/notifiable transactions at the material time, and set out their findings by way 
of a report;

(iv) the Company will implement a systematic, tiered authorisation and approval system for 
connected and notifiable transactions, notably by distinguishing between transactions 
which: (i) are business-routine and (ii) do not arise in the ordinary course of the 
Company’s day-to-day business, with reference to the nature of the business transaction 
and the amount involved. In the former case, such transactions will be approved in 
accordance with the existing review and approval system of the Company. In the 
latter case, any transaction which may either result in exceeding the cap of continuing 
connected transactions as approved by the independent shareholders or fall outside 
the scope of the approved continuing connected transactions, will be categorised 
as transactions which do not arise in the ordinary course of the Company’s day-to-
day business. For such transactions, more stringent internal requirements will apply, 
including a separate approval process involving review by multiple finance and senior 
management, and obtaining Board approval. Where necessary and appropriate, in 
determining whether any transactions are connected and notifiable transactions, the 
Company will also consult its financial advisors, legal advisors or other professional 
advisors, or otherwise enquire with the Stock Exchange, and on their advice, notify, 
publish announcements and obtain shareholders’ approval as required; and
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(v) preparation of training records for connected and notifiable transactions, for the 
purposes of providing relevant training to its key management and financial personnel 
and recording the training content and outcome.

Furthermore, the Company has emphasised to all its financial personnel that the Company’s 
financial management system must be strictly complied with, which requires, amongst others, 
independent verification with respect to each line entry in the bank transaction records as part 
of the reconciliation process, and not merely cross-checking of the year-end balance. The 
Company has also emphasised to its financial personnel that the check and balance is vital in 
ensuring all cash receipts and payments are recorded in a timely manner.

The Company will have continuous oversight over its internal control systems, on an on-going 
basis. Notably, for the purposes of testing and assessing its enhanced systems, the Company 
voluntarily requested that Moore conduct an additional review to verify and assess the 
implementation status of the remedial actions in November 2021.

This review covered the controls with respect to the continuing connected transaction 
announced by the Company on 9 November 2021, which were implemented pursuant to 
Moore’s recommendations following the IC Report. Having conducted this further review, 
Moore is of the view that the current internal control system of the Company is adequate and 
effective in addressing issues that Moore had previously identified.

In addition to the measures listed above, in order to further enhance its internal control 
environment, the Company will adopt the following preventive/detective measures to prevent 
potential non-compliance with the Listing Rules in the future:

(a) Ensuring the enhanced internal control system is strictly adhered to, the Company will 
appoint an independent internal control consultant to perform annual internal control 
review;

(b) Regular review of the key internal control points and regular internal audit;

(c) Ensuring the line of reporting for internal audit is addressed to the Audit Committee, 
with full transparency over the implementation of the internal control system and 
enhanced measures;

(d) Regular reminders to directors, senior management and relevant (financial) personnel of 
the Company, to alert them and increase awareness on the importance of observing the 
internal control procedures, in accordance with the Listing Rules; and

(e) Regular training and refreshers for all directors, senior management and relevant 
(financial) personnel of the Company.

The Audit Committee of the Company believes that the recommended enhancements 
over internal controls, bookkeeping practices, OA processes and employee training were 
appropriate for the issues identified.
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CLARIFICATION ON THE ANNOUNCEMENT

With respect to the Announcement, the Company would like to clarify an inadvertent 
typographical mistake on page 2 of the Announcement as follows:

the Ultimate Holding Company is the 52.86% indirect owner of the Company instead of 
100%.

Save for the aforementioned correction of an inadvertent typographical error, all other content 
and information set out in the Announcement shall remain unchanged.

By Order of the Board
Xinyuan Property Management Service (Cayman) Ltd.

WANG Yanbo
Executive Director and Chief Executive Officer

Hong Kong, 31 December 2021

As at the date of this announcement, the Board comprises Ms. WANG Yanbo and Mr. HUANG 
Bo as executive Directors; Mr. ZHANG Yong and Ms. YANG Yuyan as non-executive 
Directors; and Mr. LUO Ji, Mr. LI Yifan and Mr. FU Shaojun as independent non-executive 
Directors.


