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Words from Managing Director FHEALHZE

Dear Readers,

Within a relatively short space of time, the global economy
experienced, among others, sub-prime induced credit squeeze,
inflation concern from soaring energy, labour and raw material
costs, falling corporate profits and stock market decline. Amidst
future uncertainties, what seems certain is a slowdown in growth
resulting in the need for all businesses to find new strategies to
cope.

Fair valuation for financial reporting purpose continues to be
a major demand for our services. We have in recent months
opened new offices in Turkey, India and Australia.

Earlier this year, the China Securities Regulatory Commission
set up a new audit committee for enhancing the transparency
and examination and approval quality of M&As and restructuring
of state sector listed companies. It is hoped such additional
governance will serve towards healthier industry consolidation
and more efficient resources allocation. In this connection, we
feature in this issue a write-up on the “Valuation Standards
System in China”. It also lists the latest and expected Chinese
Valuation Standards which | hope you will find useful.

The market believes that energy, mining and infrastructure will
become the main focus areas for M&A activities in the mainland
- these also fit in well with the various sector valuation expertise
of American Appraisal. In May, our Global Practice Leader for
Metals & Mining Valuation, Alexander Lopatnikov, presented at
Beijing’s Steel Raw Materials & Finished Products Conference,
to show the industries how American Appraisal can help their
businesses.

In June, William Epstein, our National Director of Opinion
Services, toured Hong Kong, Beijing and Shanghai to introduce
our Fairness Opinion Services to our clients and intermediaries.

A cash donation was made to Red Cross in respect of the
Sichuan Earthquake. Have a good summer and enjoy the
Olympics.

Patrick Wu
Managing Director & President
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Valuation Standards System in China
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Since 1998, the Ministry of Finance (“MoF”) and the Chinese Appraisal
Society started contemplating the establishment of an asset appraisal
standards system in China.

With contributions from and the support of various experts and professional
sector representatives, significant progress has been made. In November
2007, MoF established the Asset Appraisal Standards Committee while the
Chinese Appraisal Society (“CAS”) established the Asset Appraisal Standards
Technical Committee and the Asset Appraisal Standards Advisory Committee.
These Committees comprise members from relevant government authorities
(e.g. MoF, National Tax Bureau), supervisory authorities (e.g. State-owned
Assets Supervision & Administration Committee, China Securities Regulatory
Commission), academics, valuation industry, enterprises, financial industry,
securities industry, legal profession, the CAS and societies like the China
Association of Chartered Professional Accountants.

Role of each of the Committees

The Asset Appraisal Standards Committee meet to:

1) discuss the asset valuation standards to be announced by the MoF;

2) review and comment on the asset valuation standards to be announced by
the CAS;

3) advise on the valuation standard related system, structure and projects;

4) opine on the important and professional issues related to the valuation
standards; and

5) advise on the detailed implementation of the valuation standards.

The Asset Appraisal Standards Technical Committee meet to:

1) review and comment on the asset valuation standards development plan;

2) review and comment on the draft or to be announced version of the
valuation standards;

3) organize valuation standards related research topic;

4) promote view exchange of international asset valuation standard; and

5) execute the work of Asset Appraisal Standards Committee.

The Asset Appraisal Standards Advisory Committee meet to:

1) advise on the development work of the asset valuation standards;

2) participate in the research work related to the asset appraisal standards;
and

3) take up valuation-standards related research work. Apart from the members
discussed above, this committee also includes members from international
societies like International Valuation Standards Committee, Society of the
Chartered Business Valuation Appraisers of Canada, and international
valuation firms like American Appraisal.

The Current Valuation Standards

In November 2007, MoF and CAS jointly announced the asset appraisal
standards system, comprising 15 appraisal standards (the “Standards”), out
of which 8 are new.

The standards system comprises 2 parts — Professional Ethics Standard and
Business Standards.

The Business Standards are classified into 4 categories — Basic Standards,
Detailed Standards, Valuation Guideline and Guiding Opinions, as shown
below.

Basic Standards

1. Assets Appraisal Standard — Basic Standard

2. Assets Appraisal Profession Ethics Standard
— Basic Standard

(1 May 2004)

(1 May 2004)
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Detailed Standards
a) Procedural Standards

3. Assets Appraisal Standard — Valuation Report (1 July 2008)
4. Assets Appraisal Standard - Valuation Procedures (1 July 2008)
5. Assets Appraisal Standard — Engagement Letter (1 July 2008)
6. Assets Appraisal Standard — Work-files (1 July 2008)
b) Application Standards
7. Assets Appraisal Standard — Intangible Assets (1 Sept 2001)
8. Assets Appraisal Standard — Machinery & Equipment (1 July 2008)
9. Assets Appraisal Standard — Immovable Assets (1 July 2008)

Valuation Guideline
10. Valuation Guideline for Financial Reporting (381 Dec 2007)
Guiding Opinions
11. Guiding Opinion for Certified Professional Valuer
Regarding Legal Entitlement of Subject Under Appraisal (1 Mar 2003)

12. Guiding Opinion for Valuation of Jewelry (1 Mar 2003)
13. Guiding Opinion for Valuation of

Business Enterprise (Trial) (1 Apr 2005)
14. Guiding Opinion for Valuation of Non-performing

Financial Assets (Trial) (1 July 2005)
15. Guiding Opinion for Types of Value under

Asset Appraisal (1 July 2008)

Forthcoming Standards

Apart from the standards listed above, there are also a number of standards
currently under consideration and expected to be released in the future.
Summarized below are the standards to be developed by CAS.

1.Financial Reporting Related Guiding Opinions
e Investment Property

¢ Business Combinations

e Asset Impairment

¢ Financial Instruments

2.Intangible Assets Related Guiding Opinions
e Patent

e Trade-name

* Copyright

e Computer Software

3.Valuation Guidelines

o State-Owned Assets

® Assets Litigation

® Pledged Assets

¢ Assets as Capital Injection

e Valuation for Public Company
® Property Insurance

e Tax Payment

4.Procedural Standard - Basis of Value

5.Application Standards
* Business Enterprise Value

e Valuation for Jewelry
e Forest Resources

6.Currently a Guiding Opinion — to be Upgraded to Standards
* Types of Value

* Business Enterprise Value

e Valuation for Jewelry
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International Financial Reporting Standards

for Indian Companies

B EE APl A ] B IV 55 4 o 14 ]

The movement toward International Financial Reporting Standards (“IFRS”)
as a single set of globally accepted accounting standards is quickly gathering
momentum. IFRS is now used for public reporting purposes in over 100
countries, ranging from Australia to the United Kingdom. Other countries
are expected to follow in the next few years, including Israel (2008), Chile
(2009), Korea (2009), Brazil (2010), and Canada (2011). With Indian capital
markets becoming increasingly globalized, India cannot afford to stay far
behind. Recent developments that have heightened interest in the valuation
profession among Indian companies include the following:

® Ministry of Corporate Affairs (“MCA”) has recently notified the IFRS
convergence/ adoption agenda for India. According to which, the Indian
GAAP will be progressively realigned with IFRS over the next few years.
This process will be continued by the Government with the intention of
achieving full convergence with IFRS by 2011.

e Institute of Chartered Accountants of India (“ICAI”) has drafted a Valuation
Professionals Bill which proposes to set up a council that would certify
a “valuation professional”, besides issuing valuation standards, setting
education guidelines, recognizing institutes and their course content, and
framing ethical codes.

* The ICAI has also set up an IFRS convergence task force to look into
various convergence issues and prepare a road map for full convergence.

Overview of the Valuation Professionals Bill

Valuation as a service is relatively unregulated in India. Currently multiple
bodies are governing the valuation service, which includes Securities
Exchange Board of India (the “SEC” of India), Reserve Bank of India (the
Central Bank), Ministry of Company Affairs (the Federal ministry), Institute
of Chartered Accountants of India (the “CA” Institute) and the Court. These
bodies have overlapping jurisdictions, which leads to lack of clarity. The
industry has also witnessed some unscrupulousness in the past.

The Valuation Professionals Bill attempts to overcome these issues by setting
up a statutory body to certify and regulate a “valuation professional”. The bill
defines a “valuation professional” as one who individually, or in partnership,
or in limited liability partnership with other valuation professionals, offers
services like valuation of business, shares, debt, assets, goodwill, brands and
intellectual property.

The proposed body will:

e | ay down policies and issue valuation standards

e Certify attainment of qualifications by the professionals

¢ Set education guidelines, recognize institutes and their course content, and
train valuation professionals

e Frame ethical codes and discipline professional misconduct

Therefore, in concept the proposed institution would be a statutory umbrella
organization, which would apply certification and accreditation to upgrade
valuation standards in the country. According to media reports, this bill is
expected to be tabled before Parliament in the coming monsoon session
commencing on August 11.

Article written by Aviral Jain, Senior Consultant of American Appraisal India.
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AA China Activities 2 PEiE 3]

Visiting Fairness Opinion Expert in Town  June 2008
NRBEWLRBNT 2008465

American Appraisal’s Fairness Opinion Expert and National Director from Los Angeles, William Epstein, visited Hong
Kong, Beijing and Shanghai in June 2008, to share his global experience with clients and industry practitioners.
American Appraisal China has conducted valuations for over 40 China and Hong Kong based US-listed companies.

FIPRRR A BN ERE BN EL S EWiliam EpsteinTAFASAEHES » LRUREE - ARFREULNBRRELABR
BREREK - RWNBLI0RTEE EHHFBR G ELARIHEEARS -

2" China Steel Raw Materials & Finished Products Conference, Beijing  May 2008
S5 e v TR JEORE SRR [EL PR K 2y 2008425 1

American Appraisal’s Global Practice Leader of Steel & Mining and Managing Director of American Appraisal Russia,
Alexander Lopatnikov, spoke at the conference on valuation in steel and related industries. Over 200 delegates
attended the conference.

RS ERT WIHEEFEMRERT BN ES S L Alexander LopatnikovF 2IXSBGEE ; 2K 320047l
R -

CFO’s CheckList Pre-IPO Conference, Beijing  Apr2008
b S5 ARG E RS 5523 2008464 A
Sammy Lai, Vice President & Managing Principal of our Beijing Office, spoke at the event organized by Warburg Pincus

and China Venture Capital Association which over 110 audiences from Private Equity, Venture Capital and CFOs
attended.

RIS AHEDE SRELREEAREANTRRAXELFRAEARFELREDLENNSIORR - BE1M10LRBEF
SEHEMOLRRNRRURDUMSZBESS -

Seminar on Fair Value Measurements for International Financial Reporting
March 2008

BRIV 55 H it 2 A SR E T EBET 2 200843

American Appraisal China, in conjunction with the Association of International Accountants (AlA) Hong Kong Branch,

Hong Kong Community College and the Hong Kong Polytechnic University, presented at a seminar on IFRS fair
valuation. Ricky Lee, Vice President, Financial Valuation Group of AA China, spoke at the event. Over 100 AIA

members participated.

ZHSERLITMASEES S  BBEIXFHEERRLT LXRURSBETIAFREXNRREGNSZREH T2 - RITMSH
REDEERFTHLZHBERERVSREZAANEITE - BI10EEG2TMLALETREI22R55 -

Alexander spoke at the event
Alexander T2 UUE
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American Appraisal’s Global Developments 3 iF¥ &k} ]

Further Global Expansion — New Operations in Australia & India

F PRl S5 i A R K B

American Appraisal added two new countries to our family of global offices in 2008: Australia and India.

The Australian component of the AA global network has opened in Australia’s business capital, Sydney. lan Douglas is

the Managing Director of our Australian practice. lan has had over 15 years experience in insolvency, corporate finance
and valuation.

The Indian office was recently established in Mumbai and will initially concentrate on financial and business valuations.
Varun Gupta is the Managing Director of our Indian practice. Varun has over 13 years experience in areas of project
finance, insolvency and valuation.

ST 2008 5F F) #4208 A FU K% EDEE /A S4L o

BAFIT 2 23 BT L EFFER - lan Douglas h i BA > BEBEBREE o lanT LU TERES - LABE R IFE
LCERABRI15FLR

ZIZOEDBANTEEH NS EETMHEREWIFESIME © Varun Gupta NI N BLZEELZLBREE ° VarunE W B &
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New REAG operation in Turkey
T B A A B e s T A AL

The Turkish office officially opened in March 2008 as an expansion of the European practice of AA’'s Real Estate
Advisory Group (REAG), Mrs. Cansel Turgut Yazici has been appointed General Manager.

+HHEAELF2008F3 8 ERFRIEE @ FREEITRE=EFHETFRINSELERIERAR © Cansel Turgut Yaziciz T HFH B2
BERE -

Leading Role in Thailand’s Valuation Standard Setting
N ] PRAG VN 3% E $H Y S A

AA Thailand’s Machinery & Equipment Manager, Kittidej Prasitsa, chaired the committee for drafting Machinery &
Equipment Valuation Guidelines for the Securities and Exchange Commission of Thailand.

RRENBONRRZ HERLEKittidej PrasitsalB FAXZEAC 2 EF - RZRASNREILESFRZZAENNEZ GG -

Harvard University Project
& R 2 i H

American Appraisal has been retained by Harvard University in Cambridge Massachusetts to appraise all University-
owned property in North America for insurance purposes. The inventory includes over 500 buildings and 2.1 million
square meters of space. The program runs for nine months and will be completed in October of 2008.

SEMMEEEHRZRERIT - NZRAAA Z L2 LRTIHEURERR AR - HhaFB 50002 R UREH£2107F
FRZEE e BRABFHNANAHBTARFI108TH °

lan Douglas, MD of Australian Office

Varun Gupta, MD of Indian Office

Greater China Offices K 4e/pZHAk

Hong Kong Office Fi& /B4 Shanghai Office LEE4b Shenzhen Office ;&I E4b

Tel: +852 2511 5200 Tel: +86 (21) 6335 0130 - 0132 Tel: +86 (755) 2655 1630

Fax: +852 2511 9626 Fax: +86 (21) 6335 0125 Fax: +86 (755) 2655 1712

Tony Ho: tho@american-appraisal.com Neville Lam: nlam@american-appraisal.com Tommy Wang: asianmailbox@american-
appraisal.com

Beijing Office Jt W4k Guangzhou Office /™ M7 E4b

Tel: +86 (10) 6530 9088 / 6539 1334 Tel: +86 (20) 3891 2300 / 2223 0274

Fax: +86 (10) 6539 1336 Fax: +86 (20) 3891 2878

Sammy Lai: slai@american-appraisal.com Joe Zhou: jzhou@american-appraisal.com www.american-appraisal.com.hk
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