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Going public Is a
significant milestone
IN any company's
development.

Professional advisors are essential to a successful initial public
offering (IPO).

KPMG professionals strive to deliver valuable and insightful advice
that helps you get through the complex IPO process.

KPMG China is experienced in helping companies list not only in
. Hong Kong, Shanghai and Shenzhen, but also in overseas markets
S na such as London, New York, Singapore and Tokyo.

We can bring you the benefit of our knowledge and experience

gained from working on a broad spectrum of listings, from small e

_.-;F""'_-.H and medium-sized companies right through to some of the largest =
.r-,:‘-‘-:f__'f_-,-"’ and most high-profile market debuts to date.

e , . .
ﬁ.i-""' KPMG China: your trusted advisor throughout your IPO journey.
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Decision to go public

Choosing the right listing venue

The listing process

Setting a time frame

Preparation

Life after listing

KPMG: A global network

e ("KPMG Intern



6| From pri

Pros
s e Provides access to a wider investor base from which capital
V Access t? long- can be raised
S term capltal * Provides a capital raising platform for further offerings
Enhanced * Provides greater visibility and can enhance the corporate image
corporate profile * Offers the prospect of a potential takeover at a premium

e Enables the company to attract and retain talented personnel as the

!(ey pe_ople liquidity of shares enhances the attractiveness of stock option plans
Incentives e Allows employees to share in success
Liquidity/ e Provides a platform for existing shareholders to trade their shares
valuation e Enables shareholders to trade their interests in securities at ‘market’ value
Broacened e Provides a strong catalyst and proven framework to expand and

Vi Vi W X
governance g cataly P P

re-energise the governance structure
structure
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Is an IPO the best way forward?

Going public is one of the most significant milestones in a company'’s
development. Although many companies find the benefits of listing appealing,
the drawbacks can often be underestimated. Businesses should carefully
consider the advantages and disadvantages of an IPO, as a wrong decision can
prove to be costly.

Cons

e Significant shareholders likely to be subject to lock-up agreements

e Key management may have to commit to holding on to their
shares for a number of years

Restricted
shares sales

© 2015 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Choosing the
right listing venue

This Is not a decision to be taken lightly.

One of the most important decisions an IPO candidate will make is what
exchange to list their shares on. Indeed, this decision will largely determine what
the IPO road map will look like and what the company needs to prepare in order
to reach its destination. Executives must consider the pros and cons of each
market to determine the best path forward to achieve their unique goals. While
achieving the highest valuation for your IPO is certainly a core consideration,
there are also a number of other key factors that should be taken into account.

Eligibility requirements and cost involved: The eligibility requirements and
costs involved in IPOs vary largely among global exchanges. These are high on a
company's agenda when selecting a listing venue.

Ongoing regulatory requirements: Listing in jurisdictions where the regulatory
burden is less onerous can cost companies less after an IPO. On the other hand,
listing on exchanges with higher regulatory and compliance standards may have a
positive impact on companies’ corporate governance and investor confidence.

Erative, ("KPMG International”), a Swiss entity. All rights reserved
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Investor appetite: The liquidity of a capital market generally has a direct
correlation with the initial valuation of a company. Listing on exchanges outside
the home country will also need to take into account the potential challenges of
managing investors in foreign or distant markets.

Industry concentrations: Markets with industry concentrations tend to benefit
from highly experienced analysts who have deep insights into the specific
industry and sector, and generally tend to offer higher valuations.

Long-term strategy: Launching an IPO is one of the first steps in a long-
term strategy, and companies may have additional capital requirements as
they expand. IPO candidates will need to consider the market's ability to
accommodate subsequent offerings by public companies.

Some of the key features of selected global exchanges

United Kingdom
e |nternationally focused
* Access to global capital

NN >~Z
S .
China
e Strong growth potential
= ¢ Attractive valuations
*
United States - Hona Kon
e World’s largest stock ﬂ . Og g
exchan_ge _by market lmla)olfltgg top
capitalisation’ glo a_ venues
* Concentrations of ¢ Abusiness .
leading technology G gateway to China
companies Singapore
¢ Specialisation in
niches

¢ Leading market
for real estate
investment trusts
(REITs) in Asia?

' NYSE, https://www.nyse.com/index
2 SGX, www.sgx.com
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Pre-listing
Key management considerations

How can KPMG help?

© 2015 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (" KPMG4l#e

The listing process

Is the business suitable for a listing and what are the key considerations?

Is the business ready to list in terms of meeting the listing requirements, as
well as the readiness of the financial reporting system, internal controls and
corporate governance?

How do you select the right exchange?

Can an attractive equity story be prepared with supporting evidence?

What businesses should be included in the listing?

How can you plan a group restructuring to achieve the highest tax efficiency?
Should strategic investors be introduced and how can you reach them?

Advise on key accounting and regulatory requirements for different
exchanges

Assess IPO readiness such as reviewing the existing accounting
policies and the quality of accounting records

Review and advise on accounting implications of group restructuring
options

Introduce professional parties including lawyers and sponsors, and
coordinate with them prior to and throughout the IPO process
Review tax efficiency on operational and capital structure

Advise on alternatives for capital raising channels, and introduce
strategic investors

Provide financial modelling and valuation assistance
Review key internal controls over financial reporting processes
and provide recommendations

Provide executive recruitment services to help you identify
suitable candidates for preparing the IPO
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During the listing
Key management considerations
e What information should be produced for inclusion in the prospectus?

e How should you handle and coordinate requests from different professional
parties within the IPO working team?

* Whatis the appropriate approach for handling queries raised by
regulators in the vetting process?

e What steps should be taken to enhance internal controls and corporate
governance in order to get ready for a listing?

* What are the accounting and tax implications of stock option plans?

How can KPMG help?

e Act as reporting accountants and perform procedures on historical and
prospective financial information

* Assistin sponsors’ financial due diligence
* Help the applicant resolve comments raised by regulators

* Advise on executive tax issues (e.g. personal tax, remuneration packages and
stock option plans)

e Conduct a tax due diligence review
e Actas an internal control consultant and provide relevant recommendations
e Help establish an audit committee and corporate governance

Post-listing
Key management considerations
* What are the ongoing compliance requirements for listed companies?

e How can you keep up to date with accounting and regulatory changes in order to
fulfil the listing rules and other regulations?

* How can you enhance internal controls and corporate governance going forward?

e What are the options available for raising additional funds and what are the key
considerations?

* Isthe use of mergers & acquisitions (M&A) the right strategy for business
expansion, and how can you identify the right targets?

How can KPMG help?

* Act as auditors, and provide annual audit and interim review services

e Provide regular updates on accounting and regulatory changes

e Act as reporting accountants for ongoing secondary market transactions

e Conduct readiness assessment and provide other assurance and advisory
services relating to environment, social and governance (ESG) reporting

* Act as tax representatives to negotiate with tax authorities

* Provide ongoing tax compliance and planning assistance

e Assist with strategic investor search and M&A

* Assist with financial due diligence

* Provide ongoing regulatory advisory services

* Provide internal audit and corporate governance-related assistance
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Is your company up to
public market standards?

e Whatis the scale of change
that must be accomplished?

e What resources are available
to achieve your pre-1P0 plan?

* Do you have a strong history
of financial reports?

© 2015 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved

Setting a time
frame

Setting and maintaining a sustainable pace is critical to the success of an IPO.

Key timing considerations include the following:

Is the economic
environment right for an
IPO?

* |sthere liquidity in the equity
markets?

* How have investors treated
your competitors’ stocks over
the past 12-18 months?

* |sthe market on an upward or
downward trajectory?

How long will the formal
IPO process take?

Are you listing on a single
market or multiple markets?

How experienced are your IPO
advisors?

Can your executives devote
proper attention to the
process?

The length of an IPO process varies significantly in practice, ranging from six
months to a couple of years. It is affected by a number of factors as set out
above, and the timetable is not always guaranteed. However, better preparation
and selecting the right professional parties can make the process smoother.



Selecting board members
When companies go public,
they often need to adjust
their board make-up. IPO
candidates may need to
carefully consider who sits
on their board, and it is often
wise to select members with
one or more of the following
attributes:

(i) Experience with public
companies

(i) Deep insight into the
company's business

(i) Relevant professional
qualifications

(iv) A recognised reputation
for fair and considered
Jjudgement.
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Preparation

Listing brings new responsibilities and
obligations, so you need to be prepared
before taking the IPO path.

The ingredients of a successful listing include attractive business prospects,
a sustained track record, favourable market sentiment, an appropriate capital
structure and a well-presented prospectus.

Bringing these things together requires the support of knowledgeable and
experienced management, sponsors, reporting accountants, underwriters,
professional valuers, and legal and public relations advisors.

It is vital that companies devote the necessary time to the IPO process
while continuing to serve their core business. They will need to consider the
commitment required by key people, including the:

e CEO/Managing director

e CFO/Finance director

¢ Finance and accounting team
e Company secretary

¢ In-house lawyer

Careful planning and the disciplined allocation of resources can help prevent
delays, especially towards the closing stages of the process, which can be the
most demanding.

© 2015 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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After listing, there are more stringent
rules on regular reporting, as well

as other regulatory compliance
requirements.

Corporate governance

Good corporate governance is crucial for a listed company to meet its
stakeholders' interests. After a company goes public, it often needs to adjust
its internal processes and organisational structure in order to meet the more
stringent regulatory requirements and higher expectations from shareholders.
The board is accountable to the company’s shareholders, and is responsible for
leading the company in the right direction and making sure adequate processes
and sufficient resources are in place to run the company in an efficient and
compliant manner.

Higher level of oversight

Public companies are subject to a higher level of oversight than private
companies. Internally, different committees such as the audit committee, risk
committee and remuneration committee are formed under the board'’s authority
to oversee matters in specific areas. These committees help ensure compliance
with policies, rules and regulations. Externally, public companies are subject to
oversight by various regulatory bodies. Management teams in public companies
need to stay up to date with regulatory changes and broader trends.

© 2015 KPMG, a Hong 1g partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG Internatic
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Ongoing dialogue with stakeholders

Shareholders and other stakeholders demand greater transparency from public
companies and expect the company'’s financial results, business reviews,
significant decisions, transactions and future plans to be disclosed and
communicated promptly.

A prospectus is the first formal document an IPO candidate produces to
communicate with investors and answer their key questions. This kick-starts
the communication process while ongoing and dynamic discussions with the
company's stakeholders are under way.

The next step after going public may be setting up an investor relations function
to help strengthen ties between the company and investors, while at the same
time promoting the company’s image.

Regulatory reporting and other regulatory compliance
requirements

A listed company is required to comply with continuing obligations, including
regular disclosure of financial results, disclosure of price-sensitive information,
and movements and transactions of the listed company’s securities. Subject to
the relevant listing rules, companies may need to publish a circular and obtain
shareholders’ approval before proceeding with a transaction. In light of the global
trend in sustainable development, stock exchanges around the globe are requiring
or recommending that listed companies publish an environmental, social and
governance (ESG) report. Companies are expected to be accountable for their
actions and behaviours, which involve a diverse group of stakeholders, and should
consider ESG priorities as part of the company’s business strategy.

Companies should list for the right reasons and learn what
life will be like as a listed entity. They need to plan for this
new world, and remember that an IPO is a milestone in
their journey, rather than the end of the road.

G, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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KPMG's global network can help
facilitate your listing on stock exchanges
in Hong Kong, Shenzhen, Shanghai and
around the world.

KPMG China is part of a global network of professional firms providing Audit,
Tax and Advisory services. KPMG operates in 155 countries and has more than
162,000 people working in member firms around the world. The independent
member firms of the KPMG network are affiliated with KPMG International
Cooperative ("KPMG International”), a Swiss entity. Each KPMG firm is a legally
distinct and separate entity and describes itself as such.

fong Kong partnership and a member firm of the KPMG network of in
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KPMG China
e KPMG China has around 9,000 professionals working in 16 offices.

e \With a single management structure across all these offices, KPMG China can deploy experienced
professionals efficiently, wherever our client is located.

¢ [n 1992, KPMG became the first international accounting network to be granted a joint venture licence in
mainland China.

e KPMG China was also the first among the Big Four in mainland China to convert from a joint venture to a
special general partnership, as of 1 August 2012. Additionally, the Hong Kong office can trace its origins back
to 1945.

© 2015 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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!., KPMG has helped a large number of
' companies list in major markets. As

one of the market leaders, we have
experienced professionals to help you
navigate the challenges of the complex
IPO process.

An IPO turns a new page for your business.
We look forward to playing a part in this
Important milestone.

' r)
Imematona
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Mainland China

Beijing

8th Floor, Tower E2, Oriental Plaza
1 East Chang An Avenue

Beijing 100738, China

Tel : +86 (10) 8508 5000

Fax : +86 (10) 8518 5111

Foshan

8th Floor, One AlA Financial Center
1 East Denghu Road

Foshan 528200, China

Tel : +86 (757) 8163 0163

Fax : +86 (757) 8163 0168

Hangzhou

8th Floor, West Tower, Julong Building
9 Hangda Road

Hangzhou 310007 China

Tel : +86 (571) 2803 8000

Fax : +86 (571) 2803 8111

Shanghai

50th Floor, Plaza 66

1266 Nanjing West Road
Shanghai 200040, China
Tel : +86(21) 2212 2888
Fax : +86 (21) 6288 1889

Tianjin

Unit 15, 47th Floor, Office Tower
Tianjin World Financial Center

2 Dagu North Road

Tianjin 300020, China

Tel : +86 (22) 2329 6238

Fax : +86 (22) 2329 6233

Hong Kong SAR and Macau SAR

Chengdu

17th Floor, Office Tower 1, IFS
No. 1, Section 3 Hongxing Road
Chengdu, 610021, China

Tel : +86 (28) 8673 3888
Fax : +86 (28) 8673 3838

Fuzhou

25th Floor, Fujian BOC Building
136 Wu Si Road

Fuzhou 350003, China

Tel : +86 (591) 8833 1000

Fax : +86 (591) 8833 1188

Nanjing

46th Floor, Zhujiang No.1 Plaza
1 Zhujiang Road

Nanjing 210008, China

Tel :+86 (25) 8691 2888

Fax : +86 (25) 8691 2828

Shenyang

27th Floor, Tower E, Fortune Plaza
59 Beizhan Road

Shenyang 110013, China

Tel : +86 (24) 3128 3888
Fax : +86 (24) 3128 3899

Xiamen

12th Floor, International Plaza
8 Lujiang Road

Xiamen 361001, China

Tel : +86 (592) 2150 888
Fax : +86 (5692) 2150 999

Chonggqging

Unit 1507 15th Floor, Metropolitan Tower
68 Zourong Road

Chongging 400010, China

Tel : +86 (23) 6383 6318

Fax : +86 (23) 6383 6313

Guangzhou

38th Floor, Teem Tower
208 Tianhe Road
Guangzhou 510620, China
Tel : +86 (20) 3813 8000
Fax : +86 (20) 3813 7000

Qingdao

4th Floor, Inter Royal Building
15 Donghai West Road
Qingdao 266071, China

Tel : +86 (532) 8907 1688
Fax : +86 (632) 8907 1689

Shenzhen

9th Floor, China Resources Building
5001 Shennan East Road
Shenzhen 518001, China

Tel : +86 (755) 2547 1000

Fax : +86 (755) 8266 8930

Hong Kong

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

23rd Floor, Hysan Place
500 Hennessy Road
Causeway Bay, Hong Kong

Tel : +852 2522 6022
Fax : +852 2845 2588

kpmg.com/cn

Macau

24th Floor, B&C, Bank of China Building
Avenida Doutor Mario Soares

Macau

Tel : +8563 2878 1092
Fax : +853 2878 1096

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without
appropriate professional advice after a thorough examination of the particular situation.
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