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With Kind Thoughts and Best Wishes for your Happiness
at Christmas and throughout the Coming Year.

And may our Business Relations Continue to Prosper!
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American Appraisal's Expansion in China

KRR ERPERE

Opening of New Office in Guangzhou

To continue our expansion in Greater China, we have opened our fifth office in the Greater
China region in the city of Guangzhou. Joe Zhou is appointed as the Business Development
Manager. Joe has substantial working experience in sales and marketing. He has a MBA from
Southern Cross University, Australia and has trans-sectoral experiences for public listed
companies and foreign-owned companies. Joe had also been a consultant for several large
Chinese enterprises. Joe will be responsible for business development in relation to multinational
corporation inbound investment and Chinese enterprises' foreign listings and acquisitions.

New China Affairs Executive Joins our Hong Kong Office

To complement and augment our efforts within China, Liu Xiaomei joined our Hong Kong office
in July as China Affairs Executive to coordinate China affairs, focusing on developing a range of
services including foreign IPO to mainland Chinese state-owned and private enterprises.
Xiaomei has substantial experience in investment banking and was responsible for executing
and originating transactions especially relating to mainland Chinese-owned business enterprises.
She obtained her MBA degree from Manchester Business School, United Kingdom. She was
also qualified as an Investment Representative in Hong Kong and a Corporate Finance
Representative in London.

With the opening of our Guangzhou office and the joining of Liu Xiaomei, we are
committed to strengthen our presence in China in helping Chinese enterprises to be in
line with worldwide enterprises as China has already entered WTO while doing our
best to assist more and more foreign investors investing effectively in China.
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Accounting for Intangible Assets in Business Combinations — Hong Kong

TREMSENENEERS

In the past year, the Hong Kong Society of Accountants has addressed the issue of accounting
for intangible assets in business combinations.

According to Hong Kong Generally Accepted Accounting Principles, if the business combination
is accounted for under the purchase method, intangible assets should be separately recognized
if the assets are identifiable, the company has control over the assets to obtain the future
economic benefit associated with them, and the value of the asset can be reliably measured.
From January 1, 2002, identified goodwill should also be recognized as an asset and amortized
over its useful life. The useful life for both identifiable intangible assets and goodwill is
presumed not to exceed 20 years. Companies should assess at each balance-sheet date whether
there is any indication of impairment. If such indication exists, companies should estimate the
recoverable amount of the asset. In assessing whether there is any indication of impairment,
companies should consider both internal and external sources of information as follows:
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e Obsolescence or physical damage to an asset; o EEZ{HENER

¢ Significant decline in the market value of an asset; o EEMEANE MK

e Lower-than-expected economic performance of a segment; o  HrAZ AR BIEHNTERE

e Discontinuance or restructuring of operation; o EHA FREA

e Significant changes in the technological, market, economic or legal environment; o Wl TE - SSE S EEIRE B EANE
e Significant changes in the market interest rate; o TIEEEHEANE

e Carrying amount of the net assets greater than its market capitalization. o HEE WIREEEARTSEEE

In certain circumstances, auditor may suggest valuation of goodwill to be done by
third party valuer for independence reason.
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American Appraisal Worldwide Business Performance
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Europe

Our REAG (Real Estate Advisory Group) operations in Italy are finishing work on 1,600 properties for an Italian real estate portfolio, where they are providing
engineering and environmental due diligence services, determination of market value and fair rental value. The assets involved included commercial office buildings,
industrial properties and vacant land. These services will assist a major institutional investor in disposing of the assets. American Appraisal Germany finished the
valuation of a Joint Venture in Germany and France, where the real estate, plant machinery and equipment, In process research & development and other
intellectual assets were valued for the formation of a business serving the nuclear power industry. The services offered by the JV include nuclear power plant design
and construction, fuel supply, and management of operating facilities. REAG Czech Republic finished the valuation of a portfolio of 120 industrial assets within a
short time schedule, where access to the properties was not available. The services included external inspections of the assets, preparation of cadastral maps and
legal due diligence, and deliverables included market studies of the assets and detailed analysis of comparable properties in determining market values for an
institutional investor.

North America

American Appraisal United States finished the valuation of a portfolio of 100 service stations in the Pacific Northwest. The scope of services included the valuation
of the business based upon an Income Approach, using turnover from fuel and retail sales, and then allocation of that business value to the real estate, personal
property and goodwill. This study was finished in a three-week period. A valuation was performed in the United States for financing, where a Liquidation in Place
analysis was performed on 40 special-purpose assets including sawmills, gypsum plants, oriented strand board and plywood facilities. The premise of value assumes
the plants are non-operating, but assembled and capable of operating, and involves an analysis of industry and plant profitability based on projections of net cash
flow, and valuations of the real estate and plant machinery. This is a specialized premise of value that is applicable to complex process plants and manufacturing
facilities.
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American Appraisal Asian Business Performance
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American Appraisal Greater China was retained to value the assets in a major joint venture in
the automotive industry. This project involved over 40 subsidiaries and 100 locations
throughout China. The project was noteworthy for the requirement to have preliminary
conclusions of value determined within 90 days. It has also completed the valuation of several
reporting units of a listed automotive company for impairment of goodwill purposes, as the
company is listed on the New York Stock Exchange and must follow US GAAP for financial
reporting.

We have also finished a valuation of two power plants in Northern China, where it determined
the value of the business, in addition to allocating those values to real, personal, and
intangible assets. It also finished work for a multinational corporation who acquired a leading
consumer products company in Southern Asia, where we valued tangible and intangible assets
including patents, non-compete agreements, and in process research and development for
business combinations under SFAS-141 for US financial reporting purposes.(see later section)

What's New in Hong Kong
BEZIBER

New staff in our Hong Kong office

Our expansion brings along new faces in Hong Kong. James Kwok, Vice President of
Business Valuation Group, joined us in May. He is a seasoned direct investment manager
and a valuer with significant experience in business valuation and the valuation of
intellectual properties in a wide range of industries such as information technology,
telecommunication, utility, infrastructure, pharmaceutical, manufacturing and consumer
products. Others who recently joined us include Sammy Lai, Manager of Business Valuation
Group; Simon Tsang, Valuer of Business Valuation Group; Liu Xiaomei, China Affairs
Executive; and Kasey Au, Secretary of Business Valuation Group.

Intangible Assets Valuation Training

A 3-day training session on intangible asset led by Tim Iverson of our San Francisco office
was held in Hong Kong in mid September. During the training session, we also studied
about the SFAS 141/142 regulations, aiming to have our Asian business valuation staff
performed these valuations for business combinations and impairment of goodwill
consistent with best practices in the United States. Tim is our US expert in the technology
industry. Nearly 20 business valuation staff members from our offices in Greater China,
Japan and Thailand attended the training session. It further strengthens our staff's
knowledge in intellectual property valuation that is becoming increasingly important for
companies in Asia.

Internal ASA Training

for our Staff

American Society of
Appraisers (ASA) Training was , Eam ¥ T o
held in mid October in Hong ' :
Kong. ASA is an international
professional valuation
organization which has
professional designations for
business valuation, real estate and plant machinery. All staff from the valuation groups in

our Asian offices attended the training session. A number of valuation professionals from
various Chinese valuation organizations and government agencies joined this training as
well. This 6-day intensive training session evidenced our determination of enhancing the
valuation knowledge of our staff in Asia and developing a close partnership with Chinese
valuation professionals.
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Our Recent Activities in China
ER S e NENE

Seminar in Beijing for State-owned Enterprises

Lee Hackett, Executive Vice President of our US headquarters, gave a speech on “The Role
of Appraisal in the Implementation of Business Strategies” in Beijing for nearly 140 top
SOFE’s senior executives in Beijing in late October. The presentation was well received and
participants indicated their interest to receive more presentations of this kind.

Appointed as Valuation Advisor for MOE High Tech Development
Center

American Appraisal is appointed as the valuation advisor for the MOE High Tech
Development Center by the Ministry of Education of the PRC. A signing ceremony was held
in September. We feel honored to be appointed and look forward to working with other
esteemed Chinese organizations in the future.

Speaking at a Restructuring and Asset Valuation Conference in
Guangzhou

American Appraisal was invited to speak at the Restructuring and Asset Valuation
Conference sponsored by the Guangdong Provincial Institute of CPA and Guangdong
Provincial Asset Appraisal Association in late September in Guangzhou. Ricky Lee from our
Hong Kong office, Tim Iversen, San Francisco office and Michael Remsha, Milwaukee office
were the speakers at the conference. They spoke on valuation of complex property, option
pricing theory and intellectual property. Our speeches were well-received by the Chinese
valuation professionals. There were about 300 participants in the conference. It is worth to
note that Michael is our expert in the Oil & Gas industry with 25-year experience and is well
respected in the industry. During this visit, he met a number of major international and
Chinese oil & gas companies and shared his view and experience in the valuation of
upstream and downstreamthe.

Participation in China International Hi-Tech Fair 2002
We participated as an exhibitor in the annual China International Hi-Tech
Fair held in Shenzhen from October 12 —17t and
= presented to the technology community our valuation

EH14

services. China Hi-Tech Fair opened the technology
industries in China to the outside world. The fair was a
Y 4 great success and created an excellent opportunity for us
- to introduce the concept of intangible assets valuation
m‘# - such as patent, technology, computer software etc. to
[ " both domestic and foreign technology companies.
= Additionally, we are honored to enter into a cooperative
- agreement with China Hi-Tech Property Exchange
(CHTPE) to help develop China's technology industry.

Speaking at an International Corporate Finance Conference and
Appointed as the Valuation Advisor of Shenzhen Appraisal Society
American Appraisal was invited by Shenzhen Appraisal Society and Shenzhen SOE Assets
Management Office to speak in front of the senior executives of state-owned enterprises at
an international corporate finance conference held in Shenzhen towards the end of the
year. Speaking at this were Patrick Wu, our President for Greater China, Leo Ho, Vice
President of our Real Estate Valuation Group, and Liu Xiaomei, China Affairs Executive. The
speeches were aimed at familiarizing the participants with international expectations and
requirements as Chinese enterprises compete in a post-WTO era. Additionally, we are
appointed as the Valuation Advisor of Shenzhen Appraisal Society.
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International Accounting Standards and Independent Valuation Requirement
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A new era in standard setting is underway. Global markets are demanding financial information
that is comparable across borders, transparent and reliable. The accounting profession has
pulled together behind a huge international effort to develop one set of global accounting
standards. This restructuring has sparked a spate of announcements of support for International
Accounting Standard (IAS). The European Union has announced that all EU listed companies are
to report under IAS in their group accounts. UK Accounting Standard Board (ASB) is determined
to play its full part in the process of improving IASs and developing an international consensus.
In Singapore, there seems to be a consensus, shared by the Ministry of Finance, that to preserve
and strengthen Singapore's position as a major international financial center, IAS should be
adopted as the accounting standard for Singapore.

The Council of the Hong Kong Society of Accountants has decided that Hong Kong's approach
to IAS should change from harmonization (basing Hong Kong accounting standards on IAS with
occasional differences) to adoption. This means Hong Kong would not

change IASB standards but could add guidance if appropriate.

Effective 1 April, companies that have a primary listing
on the main board of the Stock Exchange of Hong \
Kong (SEHK) are permitted to adopt IAS instead of F
Hong Kong GAAP. They will be required to
explain any significant differences with Hong
Kong GAAP, including a reconciliation of the
financial effect on net profit or loss. Overseas-
incorporated issuers and applicants that have
or will have a secondary listing on the SEHK .-
are permitted to follow US GAAP. ' ' /

In view of the increasing use and recognition of ¢
IAS, some listed issuers prefer to use IAS as this

would enhance the accessibility of their financial

statements to international investors. It is expected

that in the future there will be further convergence of

generally accepted accounting principles in Hong Kong (“HK

GAAP") towards generally accepted international principles.

Thus far, Hongkong Land is the only major property developer in Hong Kong to adopt
International Accounting Standards 40 (IAS 40). It created a big swing in their profits. The IAS
40 stipulates that companies must revalue investment properties every year and reflect the
change on the profit and loss accounts instead of charging it against capital reserves.

Valuation and accounting standards are closely linked. There is growing realization
that the valuation of property for financial reporting purposes must also be
harmonized. A number of companies revalued their investment and other properties
in their IAS financial statements. In the same way that the accounting policies and
disclosures in these financial statements comply with International Accounting
Standards, so all the property valuation should be carried out in accordance with
International Valuation Standards (IVS).

Since IVS are referred to in IAS 40, Investment Property, it would be reasonable for the auditor
to require that the valuation be carried out in accordance with IVS rather than the national
standards. In absence of detailed guidance on the application of ‘fair value’ in IAS 16, it is
perhaps fair to assume that this same or similar guidance will be applied to fair value under IAS
16, which applies to owner occupied property.

Our Hong Kong office value properties in accordance with the guidelines set down in the RICS
Appraisal and Valuation Manual (The Red Book) of The UK Royal Institution of Chartered
Surveyors which supports the enforcement of international valuation standards (IVS).
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Valuation Service Related to U.S. FAS 141/142

ERERBEHERER141/142 89 5L BRFE ——

Any company with listing on the US stock exchanges is affected by these issues. Please
study it and consult with your auditor or American Appraisal if required.

On June 29, 2001, the U.S. Financial Accounting Standards (FAS) Board members voted unanimously
in favor of two statements: Statement No. 141, Business Combinations and Statement No. 142,
Goodwill and Other Intangible Assets. These statements will change in significant ways the accounting
for business combinations initiated after June 30, 2001, and for goodwill, including goodwill recorded
in past business combinations.

With regard to business combinations accounted for by the purchase method, and completed before
July 1, 2001, the following steps must be taken:

- Acquired intangible assets recognized separately from goodwill that do not meet the new
separability criteria shall be reclassified to goodwill. Such assets include customer base,
distribution channel, and assembled workforce.

- All recognized assets and liabilities, including goodwill and separable intangibles, should be
assigned to reporting units.

- The fair value of the reporting unit should be determined as of the date of adoption of the
statement and compared to the carrying value of the assigned assets, within six months of initially
adopting the Statement. (First Step of Impairment Test).

- To the extent the fair value of a reporting unit is less than its carrying amount, the measurement of
the loss should be completed as soon as possible, but no later than the end of the year of
adoption. (Second Step of Impairment Test).

It is our view that the implementation of these transition rules and the yearly review
thereafter will require full collaboration between the financial reporting staff, the auditor
and our independent valuation professionals in order to meet auditing standards and
withstand scrutiny by the SEC. American Appraisal has been assisting both international
and local clients on these issues since they come effective.

Recently we have finished a SFAS 142 - Impairment of Goodwill study for a multinational
company, with fifteen electronic manufacturing facilities in the United States, Mexico, Brazil,
China, Europe and Southeast Asia. We also performed another impairment study for an
Indonesian consumer products reporting unit of a U.S. company.
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