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Improving the Corporate Governance structure, start from the

optimization of financial strategy

TEATIGEEN, 18TMSRERMKIE

Financial Management & Capital Operation

—the Enterprise Competition “internal & external Strength”
M ERLAFEE

—WHENEE ‘A, MR

The capital operation strategy of the diversified industrial

group
ZritFE LKA Z2 BAREE R

EHIA

HEEREF—HUERE T, NABRREILITRRMI LT, NE
BRHMBINEES, N=REaBAPERNBIARMGE, A&
BEIZE, BFAMEERZEVISEN THAIBE.

RAREBLMFENELEURBRERMYE, FBURTEE
ENRBREE, MPEKRSEFNEERSE, XENTE
RAENEEMEREEE.

HMNFEE—HH (KBSHIT) HEERENSLFEREB LM
B, WEFHlHBEIENRITHZR.

Zs5k R (Kevin Li)
HASEAFRAR GIA



Preface

VLA, An ol g 3 Fn 42 Tt b
AEINERL LY /R 3 5 | O i s
—, AR TN ER, 2
2 "R BLE A LRSS A8 T
KRIIRAROE, EAFITEZ25
fafdiztr, SRfEILLLK, TATY
WIEEIATIE, o = HE A ZE R
Bk bk gy, 28 WP R RE D RO E
an, B ECRE RIOGTERT RS,
e —2P %o FVE A kRt T o
HIZER,

In the recent years, how to
improve and upgrade the level of
management of Chinese companies
is undoubtedly one of the hottest
topics, and it becomes the focus
attention of the capital markets.
Better corporate governance
structure can not only increase the
company shareholders’ value,
but also conducive to the stable
operation of China economy.
Since the financial crisis, capital
market environment becomes more
uncertain and companies face of
more business risk. Investors get
more concerned about whether
the management team of the
company can respond quickly or
not to this issue and put forward
the requirements on the structure of
corporate governance.
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In the past 10 years’
practices of financial management
consultation, we have witnessed
many excellent enterprises
constantly improve the Corporate
Governance of their enterprises and
realize the strategic value.
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Good corporate governance
structure affects the corporate
value
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Good corporate governance
structure helps the management
to centralize limited resources and
improve the efficiency of using the
capital, thereby reduce the company
strategic cost, create more revenue
and achieve the sustainable
development.
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Corporate Governance is
not only to meet the regulatory
compliance requirements, but also
to adapt the long-term development
strategy needs, such as to enhance
the management level, to protect
the interests of shareholders, to
improve the decision accuracy and
increase enterprise value. Good
corporate governance can discover
the management loopholes, reduce
operating risk, as well as protect
the shareholder’ s interests not be
harmed.
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——Promote the company
performance
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The sales process is becoming
more and more complex. The
traditional “products oriented
mode is making concessions
to the “customer needs oriented
model” . Company has to adapt
more corresponding products,
services and pricing models for
different channels, business lines
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and regions, which puts forward higher requirements of
financial management.
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The core aspects of sales are people and skills.
Nevertheless, the management process is also very
important. The organic combination of all elements of
productivity determines the sales channels and their
impacts on business growth. The financial management
strategy can help enterprises to achieve the following
objectives:

w PRGNSR T SRR A E N AN AR

m  Assess new markets, new products, pricing and
distribution pattern
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m Enhance the company’s sales channels and
sales management efficiency
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m Establish the company’s long-term plan of the
effective customer segmentation, service and maintain
strategy
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m  Measure the profit rate of the different customer
segments then target to improve the productivity
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Almost every function of the organization will affect
the income growth. CPL previous practice proved that
the optimization of the enterprise financial strategy can
provide the whole framework and related supporting skills
to help enterprises cope with the challenges.
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——Product optimization and service innovation

REB V£ A REBETTE G3& FE R &R S, (|
TEAE A DB N RE A% 11 1 T 5k, TTIRIMIIRE
%, ERREAROFRFAMLSEELEHT: HanrE R A .

Although there are many companies discussing
innovation in the management and profit potential, only
a small number of the outstanding enterprises can take
it into practice. Regardless of the external environment,
they can effectively realize the continuously innovation,
such as Apple Corp.
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Innovation ensures the necessary funds to secure
the growth, create the value and launch new products or
services, and maintains the sustainable value creation
culture in the company. This shows the excellence
of the enterprise in the increasingly complex market
environment.
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Product and service innovation usually face all kinds
of challenges, such as invest the right project, select
the right channels to cooperate, launch a breakthrough
product and service, meet the customer’ s demand or
establish a suitable enterprise culture. The enterprise
must rely on the financial management strategy, which
is the key to improve the innovation management and
overall business performance.
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We believe that the financial strategy can at least
help the management team to develop products for the
China market, develop the innovation management
process of the enterprise, improve the product life cycle
management and the related pricing model, evaluate the
product development and operation, and also improve the
efficiency of R&D.
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—Optimize the supply chain management
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The changeable market environment promotes the
enterprise supply chain management become increasingly
complex and risky. Adjustment of the exchange rate,
inflation and other external factors that run through the
entire supply chain costs, accelerate the growth of the
market are facing more and more challenges
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Through the supply chain planning, realize the



inventory planning processes, including the optimal order
quantity, the lowest logistics warehousing control and the
implementation of the tax and the effective value chain.
Financial management in the enterprises can effectively
avoid the interruption of supply chain and quality
problems which could cause the brand upgrade.
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The globalization, the industry chain cluster trend,
the new marketing system and rapid development of new
technology make opportunity cost of enterprise higher
in case of making a strategic mistake, which already
become the highest cost in the process of enterprise
expending.

VF 2 23 Wl BT B AR R W S5 B 2 3 1 1 A 1o B
AFLEF]E RO TB . A, BIEREHFAE S .
FATA A B R AIPRER B T B R S A e AN B St

Many companies are trying to reduce the
procurement of raw materials and the spare parts as
the way to cut costs and achieve high growth. However,
strategic sourcing is not easy. We believe the biggest
challenge is to ensure the continuity of quality control and
supply.
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Strategic cost consists of capital cost, business
model and industry chain integration cost. To build the
integrated fund management system and the supply chain
transformation system, the company need to design and
restructure the procurement process and organizational
structure, such as how to decide which materials and
parts are more suitable to be purchased from which
channel. In addition, we should analyze different funding
channels of the capital cost, including tax effect, so as to
establish the most effective strategic cost arrangement;
the financial management strategy can also monitor the
supplier effectively and ensure compliance.
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Optimize the financial strategy
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The standard of measuring the Corporate
Governance structure is reasonable or not, including
assessing how the company makes effective
operation, how the company survives and develops
in the fierce competition, and how the company
secures the stakeholders’
in the optimization of financial strategy, the financial

interest. We believe that
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management system must form a closed loop.
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There are all kinds of issues to be improved and
solved in the Corporate Governance. How to enhance the
ability of Corporate Governance? We think to strengthen
and improve financial strategy system is the first step to
enhance the level of corporate governance. Including:
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——Set up the suitable Development Strategy,
Owner’s Equity Structure, Capital Structure and Tax
structure
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Owner’ s Equity Structure, Capital Structure and
Tax structure are the core infrastructure of the company.
Owner’ s Equity Structure relates to the investors; the
Capital Structure relates to the industrial chain, such as
upstream and downstream companies and the industry
production accounts receivable, accounts payable; the
better structured Capital can obtain the payment cycle
longer; and the Tax Structure relates to the regulatory
compliance.
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CPL provides consultation program of the financial
strategy of Owner’ s Equity Structure, Capital Structure
and Tax Structure, which determine the company’ s
investment recovery period, the transaction model,
distribution of profits and cash flows. They are the
purpose of Corporate Governance as well.
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——Establish the enterprise strategic budget and
financial plan
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The budget is the operational planning and
controlling tool, which is used to determine the resource
requirement associated with the target achievement
and the obligation to bear in the next period of time. In
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addition, the budget also can be used for performance
evaluation according to established goals. The company
will be unable to operate performance evaluation without
budget.

BB TR 440 5 2y R IR BEAH — 3, X H R T4 81
B FE oy R Ak A A PR IR SR 38 e LS, JRadt— 2B FIH
EROL AN ER LI 5 Lkt 24 RIS . R TRATIACA 2
AR TR SR Bl A RN BRI A, BRARSETIR. M55
TR ANE AT .

A good budget must be consistent with the
company’ s strategy, which is conducive to the
management to make full use of the limited resources
of enterprises to obtain the competitive advantage, and
further use of internal strengths and external opportunities
to improve corporate strategy. So we think the strategic
budget is the first step to realize the Corporate
Governance, including the operating budget, financial
budget and capital budget.
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Company must maintain sufficient liquidity, especially
for large capital projects. Capital budgeting aimed to
evaluate the investment value, the cost of capital and the
company’ s cash flow situation. Optimization of financial
strategy will help the enterprise make more appropriate
decisions on major investment and financing. In the
previous cases, we have plenty of examples showing that
the financial management can provide huge returns to the
enterprise.
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——Improve the performance evaluation and the
incentive mechanism at different development phase
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The primary goal of performance appraisal is to
help the decision maker to understand the causes of
the differences between the actual performance and
the budget, identify the value-added activities and non
value-added activities, so as to realize the continuous
improvement of the performance. Secondly, it contributes
to a more scientific and objective assessment of the
management team.
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In practice, the company’s financial strategy couldn’t
cover everything. Therefore we suggest the Performance
Evaluation should adapt to the financial and non-financial
factors which relate to different business development
stages.
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——Construct a comprehensive risk management
system, improve the internal control mechanism
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The assets diversification leads the enterprise value
advantage to be more and more difficult to continue, such
as that the new technology products are rapidly updated.
This makes the financial investors face more risks, i.e.
the actual controller of the enterprise changes opaque;
the enterprise’ s real financial situation is not clear; the
enterprise generally has the violation risk caused by
policy adjustment.
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Opportunities often coexist with risks. Through the full
range of risk assessment and internal control mechanism,
the management can be more active to find and seize
the opportunity, to achieve a major breakthrough. We
suggest that the internal control system should consider
the cost and benefit principle, because the compliance
often costs. Good Corporate Governance structure which
can protect the interests of shareholders should have the
following values:
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® Make enterprise operate effectively, improve
the operational efficiency and effectiveness

® [RIAF T4

@® Ensure the Asset security

® 5k AH

® Be legal and compliant

@ 055 e HANAE B R I P SR LS

® Financial and other information disclosure is
reliable and true

O EMAFINAE IR, SLIUR RS
® Complete the company’s business objectives
and development strategy

o 41
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Conclusion
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Prepare in advance. Face to the complicated and
competitive international and domestic market, CPL
summarized from the previous practices, that for survival
and development Chinese entrepreneurs and investment
institutions must follow the nature rule of business to
establish the modern financial strategy system and to
improve the company’ s financial governance structure.
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This paper is complied by CPL Consulting Co., Ltd.
for our customers and employees; the content is only
worth for general reference. We recommend readers to
consult financial, tax and law consultants for professional
suggestions before making decisions based on related
papers. If you have the willing to consult us for data and
document mentioned in this paper, or else, other analysis
and suggestions, please contact us:

Jbxt Beijing

Kevin Li Z57k B
EX-25/UN

i i%: +8610 6591 6000
HLHE: kevinli@cplchina.cn
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Financial Management & Capital Operation

——the Enterprise Competition “internal & external Strength”
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CPL has considered the
financial management capacity
as the enterprise’ s “internal
strength” and the capital operation
ability as its “external strength” .
As soon as the “internal strength”
and “external strength” all
reached, the enterprises can freely
compete in the market and fulfill the
globalization strategy rapidly.

] 5% e b S AA B 2k
AR Y (i B O 7 St i A
237 - 7S <R SE R4 R NV
HRAT R E R E A, X
A —E1E T ki 554 B
PR A E SR AR

The State Council recently
issued the “Guiding opinions
on financial support for the
economic structure adjustment,
transformation
and upgrading”
explicitly proposed

D KR
to “promote the
financial products o
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and support the
real economy.” It
means that in the
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future the enterprise’ s financial
situation and the capital market will
influence each other closely. This is
consistent with CPL’ s concept that
the financial management should
connect to the capital operation.
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Cultivating industrial
cluster to create the strategic
synergy value in the diversified
development
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Generally, at the corporate
strategy level, a diversified
enterprise group develops the
basic model and the
industrial combination

By Kevin Li

strategy. More attention should be in
cultivating the correlation between
each industry synergies, obtaining
the coordination between each
industry, increasing the competitive
advantage of business unit, thereby
expands the aggregate effect.
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The financial management and
the capital operation are the benefit
platform and capital bridges to
connect the industry sections of the
enterprise.
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Financial management and
capital operation boosting the

company’s
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management and capital operation, the
only difference is the degree of depth. The
so-called industrial development is the
business activities of the production, sales
and maintenance around the products and
services. Financial management and the capital

Hﬁ*y‘?wf , WA 55 1 operation methodology are certainly different
ﬁﬁﬂiﬁﬁi L’ﬂ“’mﬁ“{k%ﬁﬁ?ﬂ with the industrial development in the aspects
i 7 5 SRR )« P9 o .
HEH. R RS W 5540 H e of business means, but they are penetrated
s/ / /7 N\ \ . ... and complementary between each other and
------ are the two important ways in the company
value creation. For entrepreneurs, the financial
management and the capital operation are
the two important boosters of “the company
V& S5t W46 %5 F transformation and upgrading”.
LRI 55 B S Ay RIPL T R TE 45 A
& . G @ il AB LA IS E AL CHLX — BAR S BT,
T ORARARUME If the financial management is the base to
%élﬂij A realize the company industrial upgrading, the
i B
A capital operation is a necessary measure to

industrial upgrading
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In the different life cycle stages and the different
internal and external environment, the company
encounters a great difference risks, the management
team need take varied strategy to deal with them.
Managers determine the capital operation strategy
according to the actual financial situations of the
company, including the investment and financing model,
which in order to implement the capital operation
effectively supporting the company’ s industrial strategy.

MBI Bk, AR 2 7] AN AT REBAT W 55 B DAL 9%
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Theoretically, every company has its own financial

achieve this goal.
Pk R, TR IBE .
R fRl & 2 &
Industrial Development, Capital Operation and
Financial Management mutually integrating

Vb S5 ALATAE 22w RES LL 1 O BE AR i 2 Jo % 3 JTi
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UL REE B, 0 A s R Fabr = A . A
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AR AR TRE NG
Financial leverage enables the company to utilize ¥1
capital to do ¥2 or ¥3 business. The appropriate capital
operation lever enables the company to expand the scale
of operation under current capital condition, and influence
ROI. From the well-known “DuPont Analysis” , the
return of net assets will be influenced if the equity ratio is
too low.

LR A b 55 A R R R Al 7l R RN A T B Y 4
Hnlh, W TR ZIEIRRRE, RS S W g T A NIE B,
BT A A Aol An RS A BAT RO 55 8 B AL A, o
AEZRRATHIER , 2O0ATMESHIRME, WX
—rRE, HEYSERRRERS ARV eENE, =
HHIR A ZIE A :

Good financial management is not only a necessary
foundation for the industrial development and the capital
operation, but also a bridge between the two. Risk and
return matching principle proves that a profitable business
without good financial management control mechanism
is not favorable in the capital market. At least the value of
the company will be underestimated. From this point of
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view, the outstanding financial management can create
value for the enterprise. The integrating of the three is as
foIIowing:

u R A T E P
Eﬁéwmﬁm

m Concentrate the capital by capital operation to
achieve the internal funds synergy

m I 55 A A A I Rl B e T 7 Ml Al P ] 7
H BRI

m Conducive to the financial management system
to promote the financial sector and industrial sector in
close collaboration

w55 T D [ B v 4
P Fm ERSA Sk

m Increase the return of capital utilization through
the industry upgrading to further support the performance
improvement of operation sector

n RS ERART AR ELsFAEN. S
PNy, SKBAESNERTA R T & B PR

m Healthy financial management is conducive for
the company to access the domestic and foreign capital
market, realize synergies in the external capital level

n FURESEA, e EHEM S E R, "
R K A R AEDE PR e

m Asset restructuring and excellent financial
management can accelerate the virtuous circle
development of the group

Horp, FATIAES LR ABEPTFERENNSTE
[FJR . — R SR BE  F0 f57 55 R A I EL Bl A [l ;. o K
15T B AR BT A O S AL P L )

Among them, we need focus on two main issues
in the capital operation: the first is the proportion of the
equity and the liability structure; the second is the long-
term capital and short-term funding structure.

fEsEierh, HRfeE & E A B B 2 B FF A
IR R AR AN S E R R R, BIANTT 4404 . BRI
P SN B G < A R AN EA o NG 3 = A L 5
PAR A% B BIEE,  fHE A B A O 2 I A 8048 il AR A B &
A .
actice, CPL usually focuses on assisting group
company in managing the capital operation in line with
the strategic development of the group, such as capital
structure, fund resource and the repayment planning,
fund flow risk control, financial settlement, tax planning

KENEB &EH,

SRR R,
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and information management, which can help to control
and manage the operation and development of each
business sections at group’ s overall level.
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Conclusion

BEE 2R R R, Hh Al DA ST A% O 3
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With the acceleration of globalization, the core
competitiveness of Chinese enterprises has been
constantly challenged. No business is isolated, regardless
of size, and is only a matter of time. We believe the
excellent capital operation ability and optimized financial
management strategy are two important ways of
corporate industry upgrading and competitive advantage
maintenance.
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This paper is complied by CPL Consulting Co., Ltd.
for our customers and employees; the content is only
worth for general reference. We recommend readers to
consult financial, tax and law consultants for professional
suggestions before making decisions based on related
papers. If you have the willing to consult us for data and
document mentioned in this paper, or else, other analysis
and suggestions, please contact us:
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Many classic business cases
in China capital market show that
the company capital operation
plays important role in promoting
industrial development. Now, with
the improvement of the financial
instruments and the capital market,
the capital operation has become an
important way to realize the strategic
goal of Chinese Companies.

WETMATFME, FEAR L
BEMREEMIANR] 80K e b Ber s Hodzob
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The core competitiveness
and the financial situation of
a diversified company can be
different in different industry
chain environment and a different
development stage. However, the
capital operation strategy often
determines the rise and fall of
the company and even success
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or failure for the next five years,
which is so-called “wrong step,
lose opportunities” . Especially for
a fairly large group company, the
capital operation scheme is far more
influential.

BEAIZE T % e ™ 4 H i
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Capital operation creates
value for the diversified industrial
group

BEAIE B AR A FRERE LUTTR
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Capital operation makes the
group corporation deal with the
development needs with open
organizational structure and more
flexible assets and liability structure.
The group can seize the key points
of the industry chain without the loss
of control of the legal entity, lever
the social resources to supplement
its own resources and capabilities.
We consider the capital operation
provides the strategic significance to
the group corporation development
as below:

w ] LT AR D A ok 32
R A% &

m Invigorate the group
supplemental assets to support
the main business strategic
development

w RS Ol A R A
ZE AR R

m Switch the scrambling
resource between the main business
and the secondary business to
support resource

w ASCELAEBL A R B4 TR
PRI, AR

Achieve non-cash assets
transforming to cash assets quickly
and also be controllable

s R ERTEERENTE
TR, BT AR o, FEAT
AN BT SR A R TR AE TE

m Maximize the intangible
resources, asset value and the
profit of the main business’ s
credit platform and incorporate
the secondary business assets
to support the main business
development channels

—RA B Z T A
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——Leveraging among
different industry sectors
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The opportunity co-exists with
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the risk at the current market environment. Rely on the
accumulated resource, many group enterprises can utilize
the advanced situation to develop new industry strategy
and form diversified strategic structure.

ELAM PR T (AN E V3G 22 AE AT, et 2345
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However, the instable and unpredictable external
environment, such as far more complex organizational
structure, rapid globalization, promulgated regulations
and the difficulties of the innovation, requires the
group enterprises to develop the new industry and also
avoid the strain capacity decline and even loss of the
advantage.

T BLRHLIE, S 24 =) ey Se B o H e F) 58
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By bond, trust, mezzanine finance and other financial
tools, the capital operation can help the company to
break the limitation of the industrial chain, get resources
outside the industrial chain and achieve the maximization
of capital gain and profit.

o] S5 s 445 112 w0 5 AR 38 SR 7

How to draft the capital operation strategy for the
group enterprise?

€ WA IS E HIE L — DBEE N SRR AL
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Facing the great opportunity, how to achieve the
strategic objectives via the resource allocation? We
believe that the original competitive advantage can
be enlarged only through the capital operation lever.
For example, through the trust fund to invigorate the
original liquid asset then realize the development of new
industries.

— ARl DL AR B 5 1% 1 i

——The channel to access the resources out of
industry chain
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Business boundary narrows down the company
resources to be limited within the upstream and
downstream industry chain, including the factors of
production, as well as relatively limited upstream and
downstream resource support. For example, through the
company’ s credit to delay the suppliers’ payment, to
obtain some time of cash outflow.
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The capital operation strategy is a constantly
improving practice along with the internal & external
environment changing. Every item adjustment would
affect the industry development, so the execution and the
adjustment would rely on the professional and effective
decision making. Every financial tool has its own value.

PRl MRAEER A A, G, Wit MRITERE %
KBETE, BR—ERARMAEEMNLIE, ¥WRRESA.
EFRBE T BRRAINE . DA BB I ) o] #1451

I

Based on the group corporation circumstance, how
to select, design and execute the comprehensive capital
operation plan is a systematic program, which relates to
the financing cost, repayment ability, capital liquidity and
M&A manipulability. For example:
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——Master plan, gradually move
forward
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Initially we should focus on integrating
the group existing industrial resources
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and financial resources. If establishing
an industry fund to load non-core assets, main business
assets and new industrial assets released by new
strategy, it must base on the master plan, gradually move
into the group capital operation framework.

Fihh, WA R R R R A BE, B2 E R
HHEB AR B Btk tmg H AR AHILAS, SR EBH K
R AL .

In addition, the time arrangement and the key factors
setting should match with the group industry development
strategy as well as the needs of invested project.

FEUR, AR R SR rp 7 3 B R B AHE R T 5] N
RSN, LLGI NG, 7 B 7 e i 4R A 5
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Secondly, in structuring the capital framework we
should especially consider attracting more external
resources, the sequence and how to utilize the new
capital effectively.

—RBkAE. R %iE

——From easy to difficult, steadily implementing
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Capital operation scheme often involves the asset
selecting, stripping and the financing plan implementation;
which should be practiced from easy to difficult. For
example, the industry fund should firstly select the non-

H’IETr & a

core business asset with certain credibility and without
restructuring need, in order to quickly realize the financing
target.

FRAT VSt R A T8 A B LA B HEE N SR, ) 04k
[ 22 5] AR B 7 E AR A, A 2 e — MR
AR, AR L 45 1) R R AR .

We propose to implement the capital operation
steadily as the principle, such as to consolidate the group
internal assets, to load into the fund when it matures, to
steadily develop the industry fund growth.

Fe B RO B B AR B H TR, PR B LA A T
JIFIRHE

The fund investment should start from high-quality
projects and extend to the projects with great potential.

—HBIE TS5 T I 2 i

——The management of the capital operation
should be initialized beforehand
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Past experience shows that, the capital operation
management should be initialized before the investment
business carried out, and should be considered as the
precondition before running of the industrial fund. For

L RETAGETD |

DAL AT RO, AL, KRR L. (5 R |
I___________l_i_____i_ __i__i_____i_“__i__i_“__i_“__i__'___________I
! Bi Bi B Bi l
| A | & k| kg |« | BN | < | hSareag]
! St Jate St St :
: 1= 1= =] |
1 |
1

[ CPL
il w1 @
TASSARRS - RAHN - PEH



example, to enter into the assets
and business sectors of capital
operation scheme, such as
the industrial fund, they must
be restructured, the corporate
governance structure should
be improved, the organizational
structure should be optimized
and the strategic performance
management mechanism should be
implemented.

5 TR LA H , R
TR SR AR fl g B R R
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As to the external projects
invested, the strategic synergy
management should be prepared
according to the actual situation in
order to ensure the post investment
management in place and maximize
the investment outcome.

A WA Al 5 A 32 11 O S 4 D 0

Critical control points of the
capital operation

i B [ B ARSI B AR
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Systematically construct the
group capital operation framework
covers human resource, capital
management, risk control, financial
settlement and information
management functions, which lead

to operate and control the business
sectors at overall group level
effectively.

AT RS FR A R IR B2
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To establish a comprehensive
financing process and system to
continuously find new investment
opportunities, new markets, new
business opportunities to develop
the business synergies, and build
up internal talent team and external
strategic cooperation institutions.

AE W O B R, AE SR
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Through the financial
management system, each business
sector shares the information
resources, the customer resources,
the risk management seamlessly
and actively plays the role of
resources and functions integration
for whole group. Meanwhile, a
firewall between each business
sector should be built to establish
disciplines for the related party
transactions and control the

~
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endogenous and joint risks.
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The group enterprise’s capital
operation plan is concerning to
the future development, which
is related to the frame design,
scheme and milestone making,
project implementation, control
and adjustment. Once it initializes,
a qualitative leap of the Return of
Asset will be expected. The critical
control points are listed as following:

— B E &

——Prepare the operational
plan

w  (EBEHE R E T INE K
X

m Fully approval and support
from top management team

SR BhiE

m  Successful communication
with the creditors

n SRR A EIKERL A, Mok
SWER (RS, RkZ) Bk,

m Co-operation with the
strategic partners to communicate
with the regulators (China Banking
Regulatory Commission, The
National Development and Reform
Commission)

n AR A E R R R

m Selection of the suitable
assets to initialize

m A PRI E F O 4
ERR B B

m Confirmation of fund

management mode and formation of
fund management team

— WA BB H

——Prepare investment
projects

w TEGE Tl R B,
AR Tl AR = AR FE TR



m Complete the strategic plan of new industries,
including the next three years investment plans of group’s
main industries

w BERAYIH L RS T — A B B
FHMr g R, Filandtl L al, Fne b a3
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m Investment projects should also include the
group’s next strategic investment and M&A reserve
projects, such as IPO companies and the listed
companies M&A projects

n [ FIH PE. VC HBAMHIRAI ., mlkainie,
TIRGEEE 4 AW 2t 7K P AN S A RE

m Utilize the PE and the VC team to capture the
short term and high return projects, strengthen the fund’s
ROI and the repayment ability

—ER IR0

——Management and Governance

n  EETEEARACEME G R

m Build the complete capital operation and
management system

n JERAER LS E IR RT A RE

m Form the replication capacity of each industry
group

m BRI SCE PRI & 7 AR D 7

m Pay close attention to ensure the performance

management mechanism be installed in each industry
sector

m 2 RREBELIE RN 405 H R RS

m Coordinate and promote the corporate
governance program and fund projects

n EEMLR BT 4R R R &R
m Informatization will become an important factor of

the development of the fund industry

-
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Conclusion
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Sustainable development of a group company
needs to pursue each business strategic synergy effect,
known as the long, in-between and short industry chain
strategic synergy. Utilize the short-term business cash
flow and profits to support the in-between term business
development; utilize the in-between term business cash
flow and profits to support long-term business.
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In the past eight years, CPL has helped the global
enterprises and the group companies to realize the
diversification of industrial development, through the
investment and M&A, financial management and capital
operation. We have accumulated rich experience in the
implementation. How to develop the financial and capital
operation scheme according to the customer’ s long-
term strategy, how to help customers to establish good
communication with external resources and how to
promote the project implementation, we all have our own
unique ideas!
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No matter how careful the solution is, executive risk
always exists. The capital operation lever enlarges the
industrial advantages. At the same time, it will increase
the business risk coefficient. Decision makers should
have a clear awareness of that.
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This paper is complied by CPL Consulting Co., Ltd.
for our customers and employees; the content is only
worth for general reference. We recommend readers to
consult financial, tax and law consultants for professional
suggestions before making decisions based on related
papers. If you have the willing to consult us for data and
document mentioned in this paper, or else, other analysis
and suggestions, please contact us:
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