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Speaker’s biography

Kevin Y. Qian is a founding partner in MWE China
Law Offices based in Shanghai.

Kevin’s areas of legal experience include
International syndicate loans, venture capital
Investments, equipment leasing, project financing,
joint ventures, establishment and financing for high-
tech companies, technology licensing, M&A,
International arbitration and other commercial
business areas.

Kevin Y. Qian
Kevin has successfully represented hundreds of
Chinese and multinational companies in M&A,
venture capital investment, corporate establishment,
syndicated loan and project finance matters.
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Speaker's biography

David L. Mathus is a partner in the law firm of
McDermott Will & Emery LLP based in the Firm's
New York office.

David focuses his practice on corporate finance,
transactional matters, corporate governance and
securities offerings. He has particular experience
In cross-border and domestic offerings, joint
ventures, structured finance, and venture capital
David L. Mathus transactions. He also has significant experience in
mergers and acquisitions, and information
technology licensing and development matters.
He represents leading investment banks, private
International investors, and various private and
public companies.
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1. Developments in private investments and joint
ventures

= First Stage:
+ Wholly owned foreign enterprises
Contracted joint venture
Equity joint venture
+ Minor shareholder of a local Company

= Second Stage:
+ Convert the limited liability company into joint stock company
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2. Chinese Stock Exchanges and Growth
Enterprise Market

2.1 Main Board
2.1.1 Shanghai Stock Exchanges
2.1.2 Shenzhen Stock Exchanges £ Medium/Small -Sized Board

2.2 Growth Enterprise Market (GEM)

2.3 International Board (to be proposed for foreign
enterprises)
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3. IPO Requirements

3.1 Financial Requirements

Main Board GEM

The issuer must be profitable for the past | The issuer (i) have been profitable for the
three consecutive years and the net past two consecutive years and have
profits for the three years have accumulated net profits of at least RMB10
amounted to more than RMB30 million. million; or (ii) have been profitable for the
last fiscal year with revenues of at least
RMB50 million and net profits of at least
RMB5 million and a growth rate of the
revenue for the last two years of at least
30%.

The business revenue for the latest three
fiscal years totalled more than RMB300
million.
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3. IPO Requirements

3.2 Legal Requirements

3.2.1 A joint-stock company
1) The number of shareholders: 2~200;
2) Registered Capital

Main Board GEM

RMB 30M (before IPO) RMB 30M (after IPO)
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3. IPO Requirements

3.2 Legal Requirements

3.2.2 Ajoint-stock company legally established and having
been operating continuously for three years or more.

For a limited liability company which is totally changed into
a joint-stock company by converting its net assets value as
shown in its account book into shares, the time of
continuous operation may be calculated from the date
when the limited liability company is established.
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3. IPO Requirements

3.2.3 There is no major change (<1/3) in the principal
business, directors and senior managers of the

Issuer for a certain period, and there is no change
In the actual controller of the issuer either.

Main Board GEM

the latest 3 years the latest 2 years

< - McDermott
&“:;\QQ; Will& Emery
oyt

7 IMWE
ﬁ" ‘ China Law Offices
‘ - "
NGNS

e & Investing and Navigating to Liquidity in China — Market Developments and a Recent Case Study
£ i

9



3. IPO Requirements

3.2.4 Business Structure

Main Board GEM

May conduct two or more business | Shall focus on one business

with one of them standing out (its (Specific industries preferred
revenue and profit accounts for including new energy, new
more than 50% total revenue and agriculture, hi-tech, new

profit) and having close connection | material and etc.)
with other businesses the issuer
conducted.
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3. IPO Requirements

3.3 Independence Requirement (compared against
Controlling Shareholder)
3.3.1 Business Independence
3.3.2 Asset Independence
3.3.3 Personnel Independence
3.3.4 Financial Independence
3.3.5 Organizational Independence



3. IPO Requirements

3.3.1 Business Independence

An issuer shall carry out its business operations independently
from its controlling shareholder, actual controller or any other
enterprises under its control, and shall not have any intra-trade
competition or obviously unfair associated transactions with its
controlling shareholder, actual controller or any other
enterprise under its control.



3. IPO Requirements

3.3.2 Asset Independence

A production enterprise shall be equipped with the relevant
production system, auxiliary production system as well as
supporting facilities corresponding to its business operations,
have the right to own or use the land, workshop and machines
and facilities relating to its business operations as well as the
ownership or use right to its trademarks, patent technologies
and know-how, and have an independent purchase system of
raw materials and sales system of products. A non-production
enterprise shall be equipped with a set of operations as well
as the relevant assets relating to its business operations.




3. IPO Requirements

3.3.3 Personnel Independence

Such senior managers as the general manager, deputy-
manager, financial principal and secretary of the board of
directors shall not hold any post other than director or
supervisor in, or collect any salary from, its controlling
shareholder, actual controller or any other enterprise under its
control.

The financial staff of an issuer shall not hold any part-time post
In its controlling shareholder, actual controller or any other
enterprise under its control.




3. IPO Requirements

3.3.4 Financial Independence

An issuer shall establish an independent financial verification
system, be capable of making independent decisions and have
a standardized financial accounting system as well as financial
management on its branches and subsidiary companies. An
Issuer shall not share any bank account with its controlling
shareholder, actual controller or any other enterprise under its

control.




3. IPO Requirements

3.3.5 Organizational Independence

An issuer shall establish and improve an internal operating and
management system, independently exercise its power of
business operation and management, and shall not have any
organization mixed up with its controlling shareholder, actual
controller or any other enterprise under its control.




4. |IPO Procedure

4.1 Restructuring for establishment of a joint-stock
company

4.2 Due Diligence conducted by underwriter, lawyer and
accountants

4.3 Submission of the Draft of the Prospectus to the
CSRC

4.4 The CSRC's reviewing the Draft of the Prospectus
4.5 Road Show
4.6 Public Offering and Get Listed



5. Successful Investment & Exit £ China Mining
Partners and Western Mining

5.1 Summary

= China Mining Partners (CMP) is a joint venture formed
by a U.S. fund and an Asia-based commodities firm to
Invest in one of China's largest mining company's:
Western Mining Co.

= In 2004, CMP invested into Western Mining for a 5%
stake.



5. Successful Investment & Exit £ China Mining
Partners and Western Mining

5.1 Summary
From 2005 + 2009, MWE and MWE China lawyers advised CMP on:

+ H+ + + I+

+ I+

I+

CMP governance matters

CMP representation on the WMC Board of Directors
Spin-off of Western Resources

Preparation for IPO and shift from Hong Kong to Shanghai

IPO: WMC successfully completed its IPO in July, 2007 and was listed
on the main board of Shanghai Stock Exchange.

Subsequent Chinese press matters

Shanghai Stock Exchange matters: introduction of block share sale
regime

In 2008-2009, after 1 year lock-up, CMP's gradual sale of its A shares
in WMC through the Shanghai Stock Exchange for a substantial gain.



5. Successful Exit £+ CMP Case

5.2 Significance & Ingredients for Success

= The first case that a foreign fund successfully exited
from a Chinese domestic company through a Chinese
stock market.

= Ingredients for Success:

+ Knowledge and experience with the industry in China and
Region

Board representation, respect and staying close
Additional influential minority investors

Rising tide for commodities

Patience with all constituencies

+ ++ + I+



5. Successful Exit £+ CMP Case

5.3 Issues

= Due to it® the first foreign fund exit case, many of the
legal issues encountered were new issues as well, such
as

How to pay the withholding tax?

How to open the securities account with a qualified broker?

How to open the RMB bank account?

How to get the approval from local SAFE + foreign exchange
authority, etc.

How to report to CSRC for compliance
Other detailed issues

+ H+ 1+ I+

+ I+



5. Successful Exit £+ CMP Case

5.4 MWE China's Efforts

= For solutions of these legal issues, lawyers of MWE
corporate team and tax team:

+ represented CMP to communicate with relevant authorities, such
as local SAFE, local tax authorities, People's Bank regarding
approval issues.

represented CMP to negotiate with CICC + a leading Chinese
securities firm, and China Construction Bank = one of the four
biggest commercial banks, and concluded the transaction
agreements.
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5. Successful Exit + CMP Case

5.5 Roadmap of Exit

Step 1: Apply to local SAFE for approval of opening
securities account

Step 2: Enter into agreement with the broker and open
securities account

Step 3: Enter into agreement with the bank and open
RMB bank account

Step 4: Sell stocks and get proceeds + stamp duty is
deducted automatically

Step 5: Pay withholding tax
Step 6: Get SAFE approval for remittance
Step 7: Remit the proceeds aboard



5. Successful Exit + CMP Case

5.6

Investment Structure

CMP

offshore

WMC (Qinghai of PRC)

Listed on

onshore

SSE




5. Successful Exit + CMP Case

5.7 Flow chart of Exit Process

Apply for approval of opening securities account

| Open securities account at CICC

Open RMB bank account at CCB

| Sell shares at SSE or through block trades

Pay taxes

Get SAFE approval for remittances

Remittances aboard

A
Close accounts
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