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V&E’s Global Coverage

* Worldwide footprint and multi-jurisdictional = Excellent relationships with local legal
experience communities and regional counsel

« Significant on-the-ground presence globally
beyond our office locations, e.g. Brazil,
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Overview

® Trends in Chinese outbound investment

® Key drivers of outbound investment in energy and natural

resources

® Features of Energy M&A Transactions in North America and a

General Introduction to the US Oil and Gas Regime

® Risks and challenges for Chinese companies
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Trends in Chinese Outbound Investment

® Increasing size and complexity of outbound Iinvestment

transactions

® Increasing sophistication in investment — including expanding

types of assets to acquire, and types of transactions

¢ “Second Wave” of Chinese companies
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Key Drivers of Chinese Outbound Investment in Energy V&E

and Natural Resources

® Strong domestic demand for natural resources, long-term
strategic resource considerations — “energy security”

® 12" Five Year Plan (2011) focus on development of new
energy sources

® Relaxation and Decentralization of PRC approvals

® Higher risk threshold in comparison with many Western
counterparts

®* Readily available capital

® Large Chinese companies now have established overseas
subsidiaries or affiliates, making it much easier for these
companies to respond quickly and effectively to an overseas
Investment opportunity
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Features of Energy M&A Transactions

In North America

®* No State-owned oil company
® Mostly Private ownership of mineral rights

®* M&A transactions more active
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Basic U.S. Legal System — Regulatory Bodies
T

Federal

« Department of the Interior (Bureau of Land Management and Bureau

of Ocean Energy Management, Regulation and Enforcement)
« Environmental Protection Agency (EPA)
» Department of Energy (DOE)
» Federal Energy Regulatory Commission (FERC)
« Committee on Foreign Investment in the United States (CFIUS)
* Internal Revenue Service (IRS)
« Department of Transportation (DOT)

« Commodity Futures Trading Commission (CFTC)
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Basic U.S. Legal System — Regulatory Bodies (cont’d) V&E
T

State (e.g. Texas)

 Texas Railroad Commission

« Commission on Environmental Quality
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Legal Regime for Oil and Gas in the U.S. — Land

Ownership and Transference

Ownership:

« Offshore oil and gas rights are owned and managed by state
government in state waters and federal government for minerals in
federal waters

* Onshore oil and gas rights may be owned by the federal government,

the state government or private individuals

Grant / Transfer of Mineral Rights:

« The grant or transfer of interest in oil and gas mineral rights is

effected by the entering into an assignment of leases
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Risks and Challenges for Chinese Companies in Outbound V&E

Energy and Resources Investments

® Chinese government approvals for outbound investment

® National security/national interests legislation

E.g. US (CFIUS), Australia (FIRB), Canada (FIRA)

¢ Other governmental and third party consents and pre-emption

rights

® Management and deal team capacity

Limited number of experienced Chinese executives with international language

skills and international business experience

® Business travel and visa restrictions
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Risks and Challenges for Chinese Companies in Outbound V&E

Energy and Resources Investments (cont’d)

® Adequate due diligence

® Integration of cross-cultural management
® Labor and contract management

® Intellectual property rights

® Corporate governance
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Thank youl!

Beijing Office
20/F, Beljing Silver Tower, No. 2 Dong San Huan Bei Lu
Chaoyang District, Beijing, 100027, China
T: +(86 10) 6410 6300 F: +(86 10) 6410 6360
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