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China Outbound M&A –  
Are you ready? 

In April 2014, the Chinese National Development and Reform Commission (NDRC) announced 
new rules  for approval and reporting of outbound investments. These rules will significantly 
reduce the turn-around-time and the related inherent risks and uncertainty associated with 
China’s outbound investment approval process and are expected to further boost outbound 
M&A activity. 

Why should you care? 
As transactions become more and more global, cross-border acquisitions present significant 
accounting and financial reporting challenges to a company at all stages of a transaction:

1. Structuring – Gaps can arise between the commercial view of deal making and the 
accounting outcome which can present challenges in the form of unwanted financial 
reporting impacts. Equally important is to keep in mind your ultimate exit strategy when 
structuring the deal, including an assessment of alternative feasible routes for achieving 
your objectives, taking into account accounting, tax, legal, regulatory and shareholder 
considerations. 

Navigating the Journey
towards Globalisation
with Confidence

Recent times have seen strong growth in China’s 
outbound mergers and acquisitions (M&A) activity. 
Whilst overseas investments of Chinese State-Owned 
Enterprises (SOE) consistently focus on exploration 
& production, resources (raw materials) and 
industrial sectors, Private-Owned Enterprises (POE) 
activities are more diversified covering also 
industrial technologies, health care, real estate, 
media, consumer related businesses and high-tech.  
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2. Regulatory scrutiny and public filing requirements 
– For acquisitions by companies listed in Hong Kong, the 
buyer is generally required to publish a shareholder circular 
including historical financial information of the target 
business if the acquisition is deemed to be of sufficient size, 
together with pro forma financial information and a 
statement regarding the working capital sufficiency of the 
group post-transaction. Timing is often critical, and 
meeting filing requirements can be a challenge if not 
planned for properly.

3. Ongoing reporting – Cross-border M&A often requires 
conversion of local GAAP financial information to Chinese 
Accounting Standards for various reporting purposes 
including but not limited to monthly management 
reporting. It is important to identify and understand these 
considerations so you can put the right reporting structure 
in place to satisfy your financial, management and 
regulatory reporting requirements in an efficient and 
effective manner. 

4. Expectations of the BoD and Audit Committee – The 
importance of communicating the current and future 
impact of the deal to your Board of Directors and your 
Audit Committee throughout your deal planning process 
cannot be understated. Early and clear communication can 
help you manage expectations of these key stakeholders 
making your deal making process considerably easier to 
manage.

5. Treasury focus – Corporate treasury has a critical role to 
play in cross-border M&A.  Pre-deal, treasurers need the 
visibility to enable them to identify cash that they can free 
up internally, and need to assess the need for additional 
facilities or to determine when and how much is needed in 
the way of new facilities to fund the transaction.  Post-
merger, however, is where treasury can create real benefits 
to the combining businesses. 

How can PwC help?
Our service includes:

Planning

• Evaluate potential structuring options that meet business 
and strategic objectives 

• Benchmark and evaluate options and deal features for 
accounting, financial reporting and tax implications

• Identify regulatory requirements

• Assist with communications to the BOD and Audit 
Committee

Capital markets

• Determine historical financial information requirements 

• Evaluate additional requirements for cross-border 
transactions (e.g., potential conversion to Chinese 
Accounting Standards)

• Develop pro forma financial information

Financial reporting

• Review final transaction terms to determine purchase 
accounting inputs and implications

• Understand and reconcile gaps in accounting policies 

• Document resolution of transaction-related accounting 
issues

• Assess impact from foreign jurisdictions and foreign 
currencies

• Integrate target’s systems, processes and accounting policies 
(including legal entities and account mapping)

• Monitor accounting implications, including contingent 
consideration

Corporate treasury solutions

• Help design possible banking and liquidity techniques and 
structure, including cash pooling arrangements

• Help in selection of banking partners through a Request For 
Proposal process

• Assist with post-merger integration of treasury policies and 
procedures, and treasury management systems

Values for our services
• As a global professional service provider, PwC can assist you globally (both in China and country of investment) 

with your M&A needs. 

• Our Accounting Advisory specialists in PwC’s Capital Market Accounting Advisory Services (CMAAS) have 
extensive experience on M&A advisory and a deep understanding of the various regulatory and reporting 
requirements which can have a significant impact on your transaction timeline. 

• We can help you manage the whole deal process and address these requirements holistically ensuring you meet 
your reporting and capital raising milestones, contributing to the overall success of your deal.


