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Introduction

In the fast-changing business environment, risk
management plays a dominant role in the sustainable
development of business enterprises. A good internal
control system not only improves the operating
efficiency of organizations, but it also safeguards the
interests of companies and their shareholders.

SHINEWING Risk Services professionals are equipped
with extensive skills and experience in providing a
broad range of risk advisory services. We, as a market
leader, serve our clients with distinct advice and leading
practice by adapting a flexible and collaborative
approach. Being a trusted advisor to our clients, we
understand your needs and strive to assist you in the
following specialized services:

 Internal Control Review Services

« Corporate Governance Services

» Chinese SOX Services 4
» Sarbanes — Oxley Services

« Corporate and Directors Training Serviges
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Internal Control Review Services

In today's business world, internal control is the key for companies to achieve corporate goal; enhance efficiency,
improve business performance and strengthen competitiveness. In response to the present environment, a number of
related provisions have been enforced in Hong Kong to govern companies in managing the assurance and execution of
internal control. Those lacked good internal control systems may impair their reputation and even suffer from penalties.

Therefore, a sound internal control system can vest companies in standing out from the peers.

SHINEWING Risk is composed of professionals with expertise in various industries and specialized capabilities.
Together with our sophisticated knowledge in internal control and corresponding regulations, our consultants can

provide professional opinions in respect of client’s business. Our internal control review services include the following:

1. Initial Public Offering (IPO) Projects (Normally known as PN21/PN2 Review)

A sufficient preparation leads to a good chance of successful listing in Hong Kong. SHINEWING Risk brings the
customized service of internal control review to pre-listing clients and their sponsors. Our team provides relevant and
practical advices to these pre-listing companies which help them to formulate the implementation plan to enhance the
existing business controls and processes before going public. Apart from conducting PN21/PN2 Review, we also assist
pre-listing companies in complying the Hong Kong Exchanges and Clearing Limited (HKEx)'s regulatory requirements

for the sake of launching the IPO successfully.

2. C.2.1 Review of Hong Kong Listed Companies

A flawless and effective internal control system is essential to success of listed companies. Internal control is an on-
going process, so as to regularly assure the listed companies’ resources are protected and allocated appropriately;
procedures and guidelines are strictly followed. SHINEWING Risk helps Hong Kong listed companies conduct thorough
C.2.1 Review by assessing the operating effectiveness of their internal control systems and management environment,
and also evaluating the reliability of both financial accounting and management reporting policies. Furthermore, our
team proactively provides constructive recommendations to management and assists listed companies in performing

their duties effectively.

3. Resumption of Trading for Hong Kong Listed Companies

SHINEWING Risk investigates the underlying problems in accordance with the reason of suspension and assist
companies in conducting various kinds of improvement on corporate and management reorganization. In addition to
professional advice on internal control system, our team can help clients enhancing both the internal control system
and corporate governance in order to comply with the Listing Rules in Hong Kong.

4. Policies and Procedures Establishment

SHINEWING Risk helps clients customizing the unique policy and procedures in relation to the business needs
and nature, industry practice and requirement in the course of committing government and regulatory bodies’
enforcement. Supporting with daily monitoring and regular evaluation, internal control system can definitely mitigate

the corporate risk of an organization.

5. Special Review as requested by HKEx

Our internal control team provides innovative, up-to-date and effective value-added services to clients. In order to
meet the special review request by HKEx, we assist client to implement risk management, monitor client's departments
on the conformity in policy and procedure, and enhance internal monitoring efficiency and effectiveness.
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Corporate Governance Services

Business environment is challenging on all fronts and new rules for listed companies are emerging in Hong Kong.
Corporate governance has been an imperative issue for all companies. This has led to a mounting emphasis on
accountability of Board of Directors, performance scrutiny, compliance and conformity. Consequently, in the recent
years, more companies strive to maintain a high standard of corporate governance, so as to benefit from it.

SHINEWING Risk provides sophisticated and timely advice regarding the issues that arise from the recent changes on
listing rules, code and provisions. Helping clients formulate a sound and healthy structure for corporate governance,

we incorporate the corporate governance services into our scope:

1. Review of Listing Rules compliance

In response to the rapid changes in business environment, HKEx has often reviewed and revised the Listing Rules.
Directors of the listed companies may feel annoyed with keeping notice on the frequent updates of listing rules.
SHINEWING Risk, consisting of regulatory consultants and industry professionals for corporate governance, not merely
provides the most up-to-date market information, but also reviews the process of clients’ business, so as to be in line

with the listing rules.

2. Review of Corporate Governance Report

With intensifying focus on corporate social responsibility, listed companies need to disclose their business performance
to the public. Corporate governance report is one of the channels to reveal the performance of a listed company. It
also entails management for further improvement. Upon preparing corporate governance report, listed companies
can review their performance and strive for betterment, and thus increase their competiveness. Understanding the
importance of corporate governance, our professionals can digest the business needs of our clients with expertise.
We, therefore, are able to guarantee the disclosure integrity, transparency as well as quality in reviewing corporate

governance reports.

3. Review of applicable Code compliance

The HKEx introduced the Code on Corporate Governance Practices in Appendix 14 of Hong Kong Listing rules to
enhance the corporate governance level of listed companies in Hong Kong. Corporate governance consists of several
facets including provisions, accountability, relationships, policies and procedures. SHINEWING Risk believes that it is
of great importance to incorporate corporate governance into management structure and internal control procedures
of a listed company. At the same time, our professional consultants help companies establish sustainable and effective
corporate governance structure through performing regular reviews and developing risk management strategies. In
view of this, listed companies could be able to standardize and enhance effectiveness in operational management, and

ensure full compliance with applicable laws, provisions and code of corporate governance.
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Chinese SOX Services

The Basic Standard for Enterprise Internal Control ( “The Basic Standard” ) was jointly
announced by China’s Ministry of Finance, National Audit Office, China Securities
Regulatory Commission, China Banking Regulatory Commission and China Insurance
Regulatory Commission. As of this announcement, certain listed companies in China are
required to adopt the additional guidelines forimplementation of “The Basic Standard” by
phase while non-listed sizable companies are also encouraged to follow “The Basic
Standard”.

By focusing on internal control system, “The Basic Standard” requires organizations to
establish and implement internal control policies. In the meantime, organizations should
assess the effectiveness of their internal controls and disclose the assessment reports on

regular basis.

What can we help?

Since "The Basic Standard” has covered a wide range of areas in internal control,
organizations are advised to actively prepare as earliest as possible. SHINEWING Risk

professionals can assist you:

« Tounderstand the requirements stated in “The Basic Standard” ;

« To identify the critical control areas;

» To establish clear policies to accomplish proper implementation of internal control
projects;

» To develop manpower planning for long-run standardization.
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Sarbanes-Oxley Act Services

In view of the financial scandals of Enron Corporation and WorldCom
Group, George W. Bush, the former United States President, enacted
the Sarbanes-Oxley Act (SOX Act). The act was sponsored by the
United States of House Representatives, Mike Oxley, and the United
States Senator, Paul Sarbanes. The introduction of the act signifies that
the governor of the largest capital market in the world has already
considered that the management of an organization is responsible for
the establishment, maintenance, assessment and reporting of internal
control. All listed companies in the United States (including those
Chinese companies being listed in the US stock exchange) are strictly
required to follow the SOX Act. According to the mandates, there are
two compliances monitoring the Chief Executive Officers and Chief
Financial Officers of listed companies:

Chief Executive Officer:

« Ensure the financial statements submitted to the US Securities and
Exchange Commission are credible and reliable

« Provide effective declaration on internal control with regard to
financial reporting

Chief Financial Officer:
« Ensure the financial statements submitted to the US Securities and

Exchange Commission are credible and reliable

Both the CEOs and CFOs have to take criminal responsibility in case of

failure to comply with the above compliances.

Furthermore, the Chinese companies listed in the US market have to
comply with the SOX Act Section 302 and 404:

SOX Section 302:

» Management must certify that they are responsible for designing,
establishing and maintaining internal controls

« Material information relating to the company and its consolidated
subsidiaries is made known to the signing officers

+ Officers must have evaluated the effectiveness of internal controls
as of a date within 90 days prior to the report

SOX Section 404:

« Internal control report must affirm that the management is
responsible for establishing and maintaining adequate internal
control structure and procedures for financial reporting

» The report must contain an assessment of the effectiveness of
internal control structure and procedures as of the end of the most

recent fiscal year
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What should Chinese
Corporations do?

US SOX Act is the most stringent financial regulation since the 1930s.
The management within entities is pressured into formulating long-
run internal control structure for financial reporting in order to strictly
follow the SOX mandates.

SHINEWING Risk Services Limited is committed to provide full range
of support for risk management with service excellence. SHINEWING
Risk team, with professional corporate risk management expertise
and profound knowledge on the US Sarbanes-Oxley Act, can help
you understand and analyze the act thoroughly. We provide a
comprehensive strategic solution to prevent our clients from suffering
the severe penalties that exist for non-compliance. Our services
include:

» High-level risk identification

» Scoping significant locations, cycles, business processes, accounts
and disclosures

» Process and control documentation

» Process and control assessment

« Design testing of controls

« Execute testing of controls

« Ongoing compliance




3T A e BT B RS AR SS

HWEEZR HRBASMSRIESHE  BEELSHK
FTEW (FEPTETRTHTRAEZE) ( Sarbanes-Oxley Act ) 1E
NEN - ZEEREERWURERRSZERSFFERTHF
(Mr. Oxley) F1I2WRRITER=EREFEIIET (Mr. Sarbanes)
RERE - BREENM - FEEHR LRREFATIHN
HWEECENNEIERIERNELL - 457 - TNMRSESEE
EREENEESRMT - FIBEZELWWAS (B2MBHE
EEEEHWPEED ) FREBRTREFERIER - EZX
HYWERATSEREHTEMNERENSE  ERBUTHHIN
HIZE :

BEWNTE
- RIEAEEIESRINMSREERTRE
. (FHSMBERNNEES B ER

BEWSE
- RIEAEEISSRINNSREERTSE

WmF EiER e
FAEMS R -

BEEHTERBENSEHFAL

B - TEELEHPEEWNNERFGTIEERNNE302K
FBA0AFZTHER ¢

(CEFR) 302%:

. EEEMZEHFRENAZEE

- RIEMEFRBEAES

. AEBREFMIORNRIEATAEHIFZNERILE

(CEFR) 4045

. EREMZRIMEF AT R 5 RAANIEHREE

. EEREX RN EE RN BRI 5 R R F
BRMEHTIIZ

Cp (=] 18 MU 40 e] Nz X ?

FERANAREEE B 20 C30FAMEM S ALK - &1
FERREWAATEETIM AN - EAWENBEAT
SEEATNEMHEEMNBIFV SEG S E - BATERREE
NEIEEMM MM AT ISR E 2 -

ENMEERSHE  EXABAMESREIRER - =BHES
TIEMRS RZIE - RITRFHEWRKERE A X T #
(FEPHREHAER) BEEFENER - EVERNAE
BHIAEARNAS - FIEMTENRBAEMNEN - &k
EREBFARERMBEAAIMNENETREE - RS50E
BIE

. BERMNMERE
- EEREEMS RE - WHER - KPP RRESM
- BFRERGECHE

. BEFRREETHY

o PR

o I MAT

. REGARE

Risk Services XI[G&IE 9



Corporate and Directors Training Services

Leveraging on SHINEWING Risk’s extensive intellectual knowledge and experience, we provide a range of Training
Serviceson “Listing Rules”, “Internal Control”, “Corporate Governance”, “Role of Directors”, etc. for listed companies
to fulfill the listing requirements of HKEx and Securities and Futures Commission (SFC).

1. Listing Rules Compliance

The global economy still faces considerable uncertainty, whereas Hong Kong remains its attractions as an international
financial centre for the corporations in China. Many mainland companies still consider Hong Kong as their major fund-
raising region.In our trainings and seminars, we will draw the insights to the top management of mainland corporations,

analyze and explain the listing issue in Hong Kong.

2. Listing Rules Technical Updates

The number of corporations listed in the HKEx is increasing yet the recurrence of negligence towards listing rules is
found, hence the HKEx has imposed a stringent supervision on the disclosure of listed company information. Besides,
the HKEx concerns the extent of the members from the Board of Directors equipped with sufficient understanding on
the listing rules. We will impart advanced knowledge to both directors and management through the trainings and

seminars.

3. Corporate Governance Practice and Internal Control

The global economic environment is rapidly changing under the influence of the financial crisis. This has led to a
challenge to the directors of the listed companies on how to effectively manage, mitigate, and monitor risk. Good
corporate governance and reliable internal control is a source of competitive advantage which can help organizations
withstand the downturns. We will have an in-depth discussion on the importance of corporate governance as well as

the structure of internal control in our trainings and seminars.

4. Role of Director
With experience on corporate training, SHINEWING Risk provides training session on the role, function and duties of
executive directors and independent non-executive directors of listed companies for the purpose of helping the board

members meet the listing requirements of HKEx and SFC.
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About SHINEWING
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SHINEWING is a network of professional firms specializing in audit, tax and advisory services. Originated in
China, our history can be traced back to the early 1980s, when SHINEWING pioneered the professional services
in the region. We are the Chinese accounting network that has extended our reach to territories overseas.

Present in China, SHINEWING has domestic offices which are spread across the major cities, including Beijing,
Shenzhen, Chengdu, Shanghai, Xi'an, Tianjin, Qingdao, Changsha, Changchun, Yinchuan, Jinan, Dalian,
Kunming, Guangzhou, Fuzhou, Nanjing, Urumqi, Wuhan, Hangzhou, Taiyuan, Chongqing, Nanning and Hefei.
Other member firms include Hong Kong, Singapore, Australia, Japan, Pakistan and Egypt.

Today, SHINEWING employs over 6,000 staff. With our extensive network, we are able to leverage fellow
members' expertise and geographical presence and enhance our ability to serve the dynamic needs of
transnational clients. SHINEWING is also a member of Praxity, an award-winning Alliance of global
independent accountancy, tax and business consulting firms. 'Praxity has 64 participating firms in 103
countries with more than 39,000 personnel operating out of over 630 offices.
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Contact us
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HONG KONG &&

Address H#iit: 43/F., Lee Garden One, 33 Hysan Avenue, Causeway Bay, Hong Kong
BT EREB3I3ISHE—HI431%

Tel EB15: (852) 3583 8000

Fax fE&: (852) 3583 8532

Email EBHF: info@shinewing.hk

Website A3l www.shinewing.hk

This publication intended to provide general information and guidance on the subject concerned. No one should act upon such information without consulting a qualified
professional adviser. SHINEWING Risk Services Limited and its affiliates take no responsibility for any errors or omission in, or for the loss incurred by individuals and companies
due to the use of, the information of this publication.

No claims, action or legal proceedings in connection with this publication brought by any individuals or companies having reference to the information of this publication will
be entertained by SHINEWING Risk Services Limited and its affiliates.

@ MAR 2013 SHINEWING. All rights reserved.




