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Foreword

As one of the core areas of Shanghai,
Pudong New Area has made an indelible
contribution to the Chinese economy in
collaboration with other cities in the Yangtze
River Delta. To provide a comprehensive
review of the foreign investment
environment of the Pudong New Area, the
Shanghai Pudong New Area Commission
of Commerce issued the "2006-2010
Shanghai Pudong New Area White Paper
on the Environment for Foreign Investment"
in 2011. Using data compiled from annual
inspections of foreign enterprises and
foreign investment approval, this follow-up
report (hereafter referred to as the "White
Paper") looks at developments and success
stories that took place during the period
2011-2012.

Deloitte Touche Tohmatsu Certified Public
Accountants LLP ("Deloitte") was again
invited to provide technical support in
compiling the assessments and examples in
the White Paper.

Deloitte's assessment of the foreign
investment environment of Pudong New
Area was carried out using a combination of
field studies, questionnaires and interviews
with representatives of more than 200
foreign enterprises. The importance and
satisfaction in following areas were the
focus of the assessment:

+ Innovative Government Services

« Environment for Business Cooperation
» Human Resources

« Living Environment

« Infrastructure

Source:

The White Paper analyzes the effects of innovation-driven
restructuring and development in Pudong New Area, primarily in the
following areas:

1. The continued growth of foreign investment in Pudong New Area
driving the construction of Shanghai's "Four Centers" initiative®

Finance: Facilitating innovative pilot programs that attract high-end
institutions

Forty five new financial institutions were established in 2012,
bringing the total to nearly 740. Of these, 319 are foreign institutions,
comprising 18 foreign banking corporations and 129 branches and
representative offices, 55 foreign securities institutions (including
representative offices) and 62 foreign insurance companies (including
representative offices).

Shipping: Generating new projects and optimizing structure of trade

Breakthroughs in shipping innovation projects brought the total of
single-ship financial leasing projects in Pudong New Area in 2012
to 84, representing assets exceeding USD 25 billion, and thus
promoting the development of the high-end shipping industry

Trade: Increasing shares steadily to improve trade levels

In 2012, Pudong New Area saw a year-on-year increase of 6% in
imports and exports to total over 50% of Shanghai's overall trade.
Foreign enterprises generated 67.97% of Pudong New Area's total
imports and 58.16% of its total exports.

Economy: Enhancing the economic transition to an innovation and
service-based economy

Pudong New Area attracted USD 7.29 billion in foreign investment
contracts in 2012, 90% of which was generated by the service
sector. The drive to promote an innovative-driven modern service
sector has further contributed to Shanghai achieving this facet of
the economic transition.

2. Important economic contributions by foreign investment

By the end of 2012, there were more than 20,000 foreign-invested
enterprises s in Pudong New Area was, with the accumulated

@ The "Four Centers" initiative is a plan for Shanghai to become an international financial, trade and shipping and economic center through
innovation-driven development and structural readjustment of the economy.



foreign investment projects reaching
20,578. While the utilization of foreign
funds has been on a downward trend
nationwide, foreign investment in Pudong
New Area has continued to rise and the
average success rates continue to take the
leading position nationwide. According to
data compiled from annual inspections,
the total revenue of Pudong New Area's
foreign-invested enterprises was RMB 2.46
trillion in 2011, a 21.12% increase over
2010. Total taxes paid by foreign enterprises
in 2011 amounted to RMB 179.36 billion,
representing a growth of 37.31% over
2010. Total profits exceeded RMB 166.69
billion, an increase of 8.64% over 2010. At
the same time, foreign-invested enterprises
input a total of RMB 22.97 billion in
research and development (R&D). Employees
of foreign-invested enterprises topped
the one million mark with more than 1.11
million employees, comprising 40% of the
overall labor force of Pudong New Area.

3. Strategic development of Pudong New
Area's headquarters economy

By the end of 2012, Pudong was home
to the regional headquarters of 193
multinational corporations, comprising
47.9% of Shanghai's total, of which one-
third are Asia-Pacific headquarters. Building
on this foundation, the government of
Pudong New Area has emphasized the
development of innovative services to offer
China's first "Service Center (Platform) for
Corporate Headquarters". This integrated
system based on government-guided
participation aims to further optimize the

broader environment for the development of the headquarters

economy and has improved the global resource allocation
capabilities of Pudong New Area.

4. Innovative development to release the first regional responsibility
competitivenesss index

With the release of China's first "Regional Responsibility Competitiveness
Index Report" in 2011, Pudong New Area became a model for
the practice of corporate social responsibility (CSR). By the end of
2012, 312 enterprises had passed the social responsibility standard
evaluation, of which foreign-invested enterprises accounted for one-
third.
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5. Deepen the reform of fields for foreign
investment

Pudong New Area is a leader in allowing
Sino-foreign ventures and experimental
cooperative enterprises between foreign
equity investment management companies
and domestic individual investors. It also has
taken a leading role in the factoring sector
in China by releasing the "Pudong New Area
Trial Scheme for Setting Up Commercial
Factoring Enterprises". By continuing to
develop its comprehensive support for pilot
schemes, Pudong New Area is a pioneer in
China's economic reform.

When compared to the "satisfaction"
results published in the previous study, the
current White Paper finds that corporate
representative respondents reported greater
satisfaction with innovative government
services and the living environment, with
an increase of 2% and 6%, respectively,
while satisfaction with the environment
for business cooperation, human resources
and infrastructure generally remained
unchanged. In terms of the "importance"
metric, respondents reported decreases in
the importance of innovative government
services, the environment for business
cooperation, the living environment and
infrastructure; however, the importance
of human resources increased by 139%,

Source:

highlighting this area as one of the most critical factors for foreign
investment in Pudong New Area. While evidencing a clear indication
of the respondents’ recognition of the efficiency and public services
provided by the local government, the survey also revealed a
demand for top quality talent to increase competitiveness.

Pudong New Area will continue to be actively involved in helping
Shanghai achieve the Four Centers goals and create a modernized
metropolis. By maintaining the focus on "innovation-driven
restructuring and development" and driving the "Four Firsts",®
Pudong New Area will be able to better anticipate global and
Asia-Pacific demands, and thereby attract more multinational
corporations to establish their regional headquarters and business
centers in the Area. The next phase for opening the economy will
see Pudong New Area supporting Shanghai in leading the cities of
the Yangtze River Delta to become essential international hubs in
the Asia-Pacific region and reshaping the area as an internationally

competitive, world-class metropolis.

@ The" Four Firsts" is a plan for Shanghai to take the lead in improving its innovative capacity, transforming the development from a
manufacturing economy to a service-based economy, promoting the reform and opening up and establishing a harmonious society.
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2011-2012 Consolidated
Report on the Foreign
Investment in Shanghai
Pudong New Area

Using data from the Pudong New Area annual statistics report,
examination and approval data from the Shanghai Pudong
New Area Business Committee, and historical data from annual
inspections of foreign enterprises, this report examines the
environment for economic development in Pudong New Area
and analyzes Pudong New Area's foreign investment during the
period 2011-2012.

Shanghai Pudong New Area
Business Commission



1. Overall Environment

In keeping with Pudong New Area's economic transition, service
sector output as a percentage of total output has grown to 60%

As the pace of Pudong New Area's economic transition
accelerates, the local economy increasingly depends on modern
services in the areas of finance, shipping and trade, on advanced
manufacturing in strategic emerging industries, and on new
economic models, such as the headquarters economy and the
platform economy. The emergence of a vibrant service economy
is evidenced by the fact that service sector output accounts for
approximately 60% of local annual output.

Financial industry: Pudong New Area is home to a high
concentration of functional organizations, such as the People's
Bank of China's Foreign Exchange Headquarters. In 2012, the
addition of 45 new supervisory financial institutions brought
the total number of financial institutions to 740. The Shanghai
Equity Trust and Trading Center has opened and a series of
pilot schemes have been launched in areas such as commercial
factoring.

Shipping industry: Breakthroughs were achieved through a
series of innovative projects. The number of single-ship, as well as
aircraft financial leasing projects, increased to 84 and the amount
of assets exceeded USD 25 billion. Yangshan Port saw the first
flag of convenience registration in its free-trade vessel registry,
and the first trial international transit warehouse was successfully
established in the Yangshan Free Trade Port Area, which marked
the start of a tax reimbursement pilot scheme involving Qingdao,
Wuhan and Yangshan. The landmark achievements of these
projects will promote the development of the high-end shipping
industry and further improve shipping hub operations.
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Commercial and trading services: As Pudong New Area's
trade structure continues to improve, and as trading levels
generally and the volume of foreign trade, in particular, continue
to increase, the annual import/export trade of Pudong New
Area in 2012 increased by 6% compared with 2011 and
accounted for over 50% of Shanghai's total import/export trade.
The implementation of various policies designed to increase
domestic demand led to a significant expansion in both new-
type trade and the tourism and exhibition industries: the volume
of electronic commerce trade increased 13% year-on-year,
while tourism revenue grew 20% and the total exhibition area
expanded by 27%.

Strategic emerging industries: 2012 saw a number of high-
end R&D and manufacturing projects move forward, including
projects involving: R&D, manufacturing and assembly of
commercial aircraft; General Motors' design and engineering
center; Huali Microelectronics Corporation; and Enraytek. With the
increasingly integrated development of the manufacturing and
service industries, the producer services and high-tech services
maintained relatively high growth rates; science and technology

innovation capacity continued to grow with over 1,000 approved
high-tech enterprises and over 500 R&D institutions being based
in Pudong New Area.




Headquarters economy: Fourteen new initiatives to support
development were jointly released by the foreign exchange,
commercial inspection and customs authorities. Pudong
New Area established China's first "Service Center (Platform)
for Corporate Headquarters" in June 2012 with a view to
establishing an integrated service system and optimizing the local
environment for the ongoing development of its headquarters
economy.

Four leading zones played significant roles in the economic
transition process. The Lujiazui area expanded its base in
conventional financial operations, such as banking, securities and
insurance to incorporate businesses such as asset management,
financial information and services, investment banking and
private equity. Under the "Three Areas, Three Ports" initiative,

the Shanghai Free Trade Zones have achieved breakthroughs in

mutual development and functional innovation, transitioning
from traditional trade, manufacturing and logistics activities to
become bases for Asia-Pacific regional headquarters and bulk
commodity industries. The Zhangjiang area leveraged synergies
between its innovative enterprises, multinational R&D institutions
and China's leading researchers and its extensive innovation
capabilities are beginning to show results. The Jingiao area is
transitioning from reliance on advanced manufacturing industries
to a development model that includes producer services. Disney,
the World Expo and Lingang, key elements in Pudong New
Area's and Shanghai's 12" Five-Year Plan development strategy,
are becoming strategic bases for Pudong New Area's future
development, promising investment potential, an influx of high-
end industries and an integrated industrial and city life.




2. Foreign Investment Utilization

There was a general upward trend in foreign investment, with an
annual increase of 10% marking a record high

From 2011 to 2012, 1,971 new foreign investment projects
were established in Pudong New Area, representing 23.54% of
Shanghai's overall new foreign investment projects. A total of
USD 13.88 billion in foreign investment contracts and USD 10.13
billion in actual disbursed funds was utilized, representing 32.7%
and 36.45% of the city total, respectively. At the end of 2012,
Pudong New Area had a total of 20,578 foreign investment
projects.

While the rest of China is experiencing a decline in foreign
investment, Pudong New Area's foreign investment utilization
has continued to grow, reaching USD 7.29 billion in 2012, the
10.4% annual increase marking a new record high.

Foreign investment is primarily concentrated in the service
sector. From 2011 to 2012, modern service projects with foreign
investment totaled 1,906 with USD 12.31 billion in contracted
investment, representing, 96.7% and 88.7% of total foreign
investment, respectively. The projects were focused primarily in
the areas of trade, investment and asset management, financial
leasing, logistics, consulting and real estate. The secondary
industry accounted for 8.4% of contracted foreign capital,
primarily in industries such as automotive components, marine
equipment, semiconductor communications and so on.

Seasoned equity offerings (SEOs) are important for foreign
investment. From 2011 to 2012, 1,483 Pudong New Area
enterprises issued SEOs for USD 8.55 billion in contracted funds
or 61.57% of total foreign investment. Of these, 238 reported
capital increases of over USD 10 million, accounting for an
increase of nearly USD 7 million in foreign investment.

The regional headquarters economy continues to expand.
Multinational corporations set up 43 regional headquarters in
Pudong New Area during the 2011-2012 period. At the end of
2012, there were 193 regional headquarters in Pudong New
Area, or 47.9% of the Shanghai's total. General Motors, IBM,
AstraZeneca, Bayer and 59 other multinationals have established
their global division headquarters or Asia Pacific regional
headquarters in the area.

Comprehensive reform pilots provide new growth opportunities.
From 2011 to 2012, 16 new equity investment management
enterprises attracted USD 46.33 million in contracted foreign
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Contracted foreign investment and actual foreign
investment in Pudong New Area
Unit: USD 1 billion

2008 2009 2010 2011 2012 Year

[l Contracted foreign investment [l Actual foreign investment

capital. Since the pilot measures on setting up new equity
investment management were first released in 2009, 53
enterprises have been approved, drawing contracted foreign
investment of USD 137 million. Domestic individual investors
have established 194 new Sino-foreign joint ventures and
cooperative enterprises with USD 47.49 million in contracted
foreign funds during the period 2011-2012. Since the pilot
measures on allowing domestic individual investors to set up
Sino-foreign joint ventures were first released in May 2010, 210
such enterprises have obtained approval, bringing in USD 70.44
million in contracted foreign capital. Following the release of
the "Pudong New Area Trial Scheme for Setting Up Commercial
Factoring Enterprises", eight such enterprises received regulatory
approval.
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3. Benefit of Operations

Investment success rate ranked No.1 in the country —
employment at over one million

In 2012, 12,382 of Pudong New Area's foreign enterprises passed annual inspection. The average success rate of Pudong New Area's
foreign investment remains the highest in the nation.

1. Steady expansion of foreign investment

Total foreign investment in Pudong New Area reached USD 128.93 billion, registered
capital amounted to USD 80.91 billion and contracted foreign capital USD 60.12 billion.
Actual fund disbursement was USD 55.84 billion, giving a 92.87% disbursement rate.
Ninety-one projects had contracted foreign capital exceeding USD 100 million. SMIC
(Shanghai) Co., Ltd. is the largest foreign investment project in Pudong New Area with
capital of USD 5.2 billion, of which USD 1.74 billion is contracted foreign capital.

The forms adopted by foreign enterprises generally remained unchanged. Sole
proprietorships are the most common form of foreign enterprise, representing 85.44%
of all foreign enterprises. With the establishment of private equity firms and the
increasing number of finance leasing companies, the number of joint ventures increased
by 97 from 2011 and reached a total of 1,627 by the end of 2012, accounting for
13.14% of the total number of enterprises.

Foreign-invested enterprises have played important roles in attracting employment to
Pudong New Area. In 2011, the number of individuals employed by foreign enterprises
passed the one million mark for the first time, reaching 1.11 million, and representing an
annual increase of 14.67% and 40% of Pudong New Area's total labor force. Of these,
32,000 were foreign individuals and 141,600 represented new jobs.

2. Strong performance by foreign enterprises Operation of foreign invested enterprises in Pudong New

Area
Sales (operating) revenue of foreign enterprises exceeded RMB P
2.46 trillion in 2011, a 21.12% increase over the previous 2700 - ~ 500
year. Three hundred and sixty nine companies achieved annual
revenue exceeding RMB 1 billion, 54 more than in 2010; of
these, 34 companies reported revenue in excess of RMB 10

billion, eight more than in 2010, with Shanghai General Motors, 1900

2500

2200

Samsung and Pegatron taking the top three places. 1600

Total taxes paid by foreign enterprises in 2011 amounted to 1300
RMB 179.36 billion, representing a growth of 37.31% over the 1000
previous year. Total profits exceeded RMB 166.69 billion, an
increase of 8.64% over 2010; 6,424 companies or 51.88% of
the total recorded profits, 5,331 companies or 43.05% recorded 2007 2008 2009 2010 201 Year
losses, and 627 companies or 5.07% broke even. I Revenue [l Tox Payment (the right axis)  ——Total Profit (the right axis)

700




Three hundred and eight Fortune 500 companies are established in Pudong
New Area with 1,023 investment projects. While subsidiaries of the Fortune
500 account for roughly one-third of foreign enterprises' total investment and
work force, their output exceeded 50% of total foreign enterprise output. Total
investment by multinationals was USD 51.1 billion, with USD 32.36 billion in
registered capital. The importance of the multinationals is demonstrated by the
following figures: sales revenue exceeding RMB 1.39 trillion, representing 56.5%
of Pudong New Area's total sales revenue; tax payments of RMB 110.34 billion,
or 61.52% of the Area's total tax payments; and profits of RMB 93.15 billion, or
55.88% of the Area's total profits.

Investments in the regional headquarters of multinationals reached the USD 10
billion level, with USD 11.419 billion in total investment and USD 9.29 billion
in registered capital. Sales settlements approached RMB 200 billion, a 29.93%
increase over 2010. Thirty-four regional headquarters achieved annual revenue of
over RMB 1 billion, including those of IBM, Komatsu, Giti Tire and Ingram Micro,
which exceeded RMB 15 billion.

Regional headquarters paid RMB 14.31 billion in taxes, a 49.88% increase over
2010. Headquarters of 27 companies reported tax liabilities in excess of RMB 100
million, the top three taxpayers being Swatch, IBM and Baidu.

Total regional headquarters profits were RMB 18.13 billion, an annual growth of
22.08% and regional headquarters provided 59,700 jobs, an increase of 12.2%
over 2010.

Pudong New Area has approved a total of 185 foreign-invested R&D centers, - 1Ml
g
52.7% of the total number in Shanghai, with most of these centers being China Hrsdguasisn

concentrated in the Zhangjiang area. In 2011, Pudong New Area's foreign
enterprises filed 8,291 patent applications, an annual increase of 20.21%, and
4,754 patents were granted, an annual increase of 16.21%.

In 2011, foreign enterprises invested a total of RMB 22.97 billion in R&D, an
increase of 27.59% compared with the previous year. Foreign enterprises
employed 70,931 researchers, 18.64% more than in 2010, of which 2,869 held
doctoral degrees, 17,238 master's degrees and 40,180 bachelor's degrees.
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4. Regional Responsibilities

An active advocate of Shanghai's values of "justice, tolerance, responsibility,
integrity", Pudong New Area aims to achieve regional responsibility by promoting
the formation of a harmonious society and sustainable development goals. In
December 2011, Pudong New Area released Responsible Competitiveness: The
Fourth Wave — Innovation in Constructing Pudong New Area's Corporate Social
Responsibility, the first CSR publication released by a local government in China.
The publication is designed both to strengthen theoretical innovation in this
area and to share practical experience. Combining theoretical research with a
pragmatic approach, it reviews Pudong New Area's success stories in the form
of 22 representative business case studies and models developed over four years
of active efforts to establish a CSR system that can serve as CSR models for other
enterprises. The publication received positive feedback from experts, scholars and
executives. The CSR paper highlights Pudong New Area's capacity, as China's first
experimental zone for comprehensive reform, to lead the nation in promoting and
practicing CSR.

The period saw the first release of the Pudong New Area Responsible
Competitiveness Index rating, which was published in 2011. The Shanghai
Pudong New Area Business Committee and the Ministry of Commerce's China
WTO Tribune jointly released China's first "responsible competitiveness index" to
expand the "soft power" of "responsible competitiveness" from individual districts
to broader regions, facilitate the development of a CSR system, and set up
demonstration zones for CSR and sustainable growth. Using 55 indicators in the

six primary areas of economic responsibility, district management responsibility,
business environment responsibility, corporate social responsibility, environmental
responsibility and district development responsibility, an experimental "Regional
Responsibility Competitiveness Model" was constructed to systematically review
Pudong New Area's theoretical bases, policies and practices for enhancing
"responsible competitiveness”, thus providing a reference for assessment in other
regions.

While continuing to implement requirements passed by the central and municipal
regulatory bodies, Pudong New Area will promote innovation-driven restructuring
and development, placing additional emphasis on enhancing structural quality
and efficiency, highlighting functionality, and developing comprehensive planning
that accounts for all factors and fully utilizes the benefits of the service industry.
Pudong New Area will strive to achieve five principal goals, namely making itself:

a critical area for global resource allocation; a cradle for innovation: a significant
link in the industrial value chain; an experimental area for national reform and
opening up of the economy; and a modern metropolis integrating commercial
and residential life to create a better environment for foreign investment.
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Assessment and Examples
of the Environment for
Foreign Investment in
Pudong New Area
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1. Overview of Pudong New Area's
Investment Environment
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The impact of the global financial crisis sparked by the U.S.
subprime mortgage problems is still creating powerful economic
reverberations around the world. Many areas of the complex global

economy continue to face formidable challenges, and countries are
adopting measures to stimulate economic development. At the
same time, however, Pudong New Area —Shanghai's economic
center — has been able to maintain steady economic growth and
it will continue to play a pivotal role in the development of the
Yangtze River Delta.

China— A Bright Light in the World Economy

The financial crisis and its aftermath have taken a heavy toll on the
global economy. In an effort to stimulate domestic demand and
boost economic development, the Chinese government adopted
a series of measures, including a RMB 4 trillion stimulus package
and structured tax reductions, to counteract the effects of the
crisis. These measures have safeguarded China's rapid economic
development and officially propelled the country to the status of
the world's second largest economy in 2010.

China's comprehensive national strength and international
influence have facilitated the transformation of the economy
from being relatively weak to very strong. The country's economic
development continues to draw worldwide attention.

Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment

Shanghai: China's Most Prominent International Gateway
Shanghai is an important window to the outside world. The
city serves as China's economic hub and financial center and
hosts the largest cluster of multinational regional headquarters
in the country. Shanghai and the 22 other cities comprising the
Yangtze River Delta have developed an economic model under
which Shanghai acts as the regional headquarters and the other
cities undertake the manufacturing activities. This joint approach
provides compelling impetus for China's economic growth and
presence on the world stage.

Pudong New Area: The Pearl of Shanghai's Economy
After 22 years of rapid development, Pudong New Area epitomizes
the modernization of Shanghai. Its foreign-oriented, diversified
and modern framework offers a shining example of China's reform
achievements and the opening up of the economy.

The GDP of Pudong New Area in 2012 was RMB 592.99 billion,
99 times the GDP of RMB 6 billion in 1990. Paid-in foreign direct
investment in 2012 was up to USD 4.83 billion in Pudong New
Area, accounting for 31.8% of the total amount in Shanghai, thus
significantly boosting the city's overall economic development.

By the end of 2012, 308 Fortune 500 multinational corporations
had established and were conducting business in Pudong New
Area.



1.1 Advantages of Pudong

Global Resource Allocation: A New Base for Asia-Pacific
Regional Headquarters of Multinational Corporations

A key portal to inland Chinese cities, Pudong New Area also plays
a critical role in connecting China to the rest of the world. An
increasing number of multinational corporations are establishing
Asia-Pacific regional headquarters in Pudong, with comprehensive
functionality that includes investment decision-making, operations
management, R&D and shared services.

Among the 193 multinationals with regional headquarters in
Pudong, 59 have established Asia-Pacific headquarters and 12
companies, including General Motors, IBM, AstraZeneca and
Bayer, have expanded their Asia-Pacific headquarters to be a
global business division or management headquarters.

Pudong New Area seeks to become the third largest concentration
of multinational corporate headquarters and R&D centers
worldwide, after North America and Europe.

Free Trade Trial Zone: Enhancing the Chinese Economy
Pudong New Area has maintained a strong national development
perspective, continuously improving service to the Yangtze River
Delta and the entire nation and taking a leading role for economic
reform through its promotion of innovation-driven restructuring
and development.

The Waigaogiao Free Trade Zone was the first free trade zone
in China and ranked the top economic aggregate out of the
15 free trade zones. During his recent visit to Waigaogiao,
Premier Li Kegiang encouraged Shanghai to actively explore
implementation of pilot projects based on existing free trade
zones by incorporating the Yangshan Deep Water Port, Pudong
Airport and the Waigaogiao Free Trade Zone to further expand
and perfect the establishment of an open economy.

"It is time for China to usher in a new
phase for opening up the economy.
Shanghai possesses all the conditions and
foundations for this experiment. We must
promote reform through opening up."

—— Li Kegiang

Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment
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1.2 Economic Development

Steady Economic Growth

The GDP of Pudong New Area totaled RMB 592.99 billion in
2012, an increase of 88% compared to GDP of RMB 315 billion in
2008. Value added in the tertiary industry increased to near 60%
of the regional GDP and a service-oriented industrial structure is
taking shape.

Foreign Trade of Pudong New Area Growing Rapidly
Pudong New Area recorded a total foreign trade volume of USD
239.89 billion in 2012, an increase of 6.1% from 2011 and which
accounts for more than half of Shanghai's total.

The total export volume of Pudong New Area was USD 93.98
billion in 2012, of which high-tech products totaled USD 38.49
billion, representing 41% of total exports in that year.

Massive Consumer Market, Leading Growth in Domestic
Demand

Annual sales of consumer retail goods in Pudong New Area totaled
RMB 134.97 billion in 2012, accounting for 18.3% of Shanghai's
total. This was an increase of 12.1% compared to the same period
in 2011, representing a boost in the consumer goods market.

Pudong New Area has implemented measures to boost domestic
demand and push forward the development of new-type
trade, tourism, exhibition and other industries. The volume of
e-commerce business transactions, the operating revenue of
tourism and convention and exhibition facilities all increased
in 2012, with year-on-year growth of 13%, 20% and 27%,
respectively.

Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment

GDP of Pudong New Area
Units: RMB 1 billion
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1.3 Foreign Investment

Steady Increase in Foreign Investment 2008-2012 Paid-In Foreign Investment in Pudong New Area
In 2012, the value of new foreign capital utilized in Pudong New Unit: USD 1 billion

Area was USD 4.83 billion, accounting for 31.8% of the new total 70

capital used in Shanghai. During the period 2008 to 2012, foreign 60 *

investment of Pudong New Area maintained steady growth. By

50
the end of 2012, the accumulated value of foreign investment /

40
was USD 60.67 billion of actual paid-in capital. ~
30
Preferred Investment Destination 2
The growth and development model of Pudong New Area has 0
attracted the attention of international investors. In 2012, 976 direct .
foreign investment projects were secured with a total contract value 2008 2009 2010 2011 2012

of USD 7.29 billion. The tertiary industry accounted for 90% of the
overall direct investment value, illustrating the outstanding potential

of the modern services sector. . .
2012 Contracted Value of Foreign Direct Investment

Multinational Regional Headquarters Congregate in by Sector
Pudong New Area

As companies make an effort to extend the industrial value chain = Commerce and Trade

and scale up their investment in China, more multinationals 17.25% = Real Estate
are establishing their Asia-Pacific headquarters, greater China 24.31% .
. 10.09% B Leasing and Asset Management
headquarters and R&D centers in Pudong New Area.
6.62% 6.78% ® Logistics and Transportation
In 2002, Pudong New Area took the lead in launching a pilot > n ndust
project to attract the regional headquarters of multinationals. 34.96% neusty
Since that time, Pudong New Area has become one of the regions u Other
that have attracted the greatest number of regional headquarters
for multinationals in Mainland China. At the end of 2012,
193 multinational corporations had established their regional Number of Multinational Regional Headquarters in

headquarters and underwent annual inspections in Pudong New Pudong New Area
Area, among which:

120 1
114 multinationals had management regional headquarters
79 multinationals had investment regional headquarters 100 -
80
67
60 - 58
50
42
40
20
0 T T
2008 2009 2010 2011 2012
[ Regional Headquarters of M Other Corporate Regional
Fortune 500 Companies Headquarters
Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment
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1.4 Driving Innovation

Lingang "Two Specials" Policies?®

Located in the southeast tip of Shanghai, Lingang is adjacent
to Pudong International Airport to the north and the Yangshan
Deep Water Port to the south. With a planned area of 315 square
kilometers, Lingang consists of six major zones: an equipment
industrial zone, a logistics park, a main industrial park, an
integrated district, LingangFengxian Industrial Park and Nanhui
New Town.

The Shanghai municipal government issued 30 special policies in
September 2012 to facilitate and expedite the development of
Lingang. The plan is to invest RMB 100 billion over the next three
years to attract 400,000 new residents to the area.

Special priority will be given to residential
permits for individuals working and living in
Settlement ) ) )
facilitation the Lingang area, and the time required to
register as a Shanghai permanent resident will
be reduced
Flexible land | Land leases will offer terms of 10, 20, 30, 40
leasing and 50 years
Financial subsidies of up to RMB 10 million
Financial in rent and RMB 2 million in property
subsidies | management fees will be granted over three
years

By 2020, Lingang District will become a "smart manufacturing
city" that effectively links high-end manufacturing and modern
service industries; a modern coastal city integrating industrial and
metropolitan development, suitable for both work and living; and
a model zone for the development of China's strategic emerging
industries, advanced marine economy, as well as conservation-
oriented, environmentally friendly emerging industries.

China's Share of Global Manufacturing Output (2010)

M China
m Us
[ Other

Source:
@ "Opinions on Setting Up Special Mechanisms and Implementing Special Policies in Lingang Area”
@ Information from Pudong New Area Association of Enterprises with Foreign Investment

Technological Innovation of the Three Emerging Industries®
By the end of 2012, there were more than 1,000 high-tech
enterprises in Pudong New Area and more than 500 R&D
institutions. Based on the original "three pillar industries”, Pudong
New Area is promoting the vigorous development of another three
emerging industries. Pudong New Area has evolved from a cluster
of manufacturing plants to an area that is home to premium
industries, and is now being transformed into a high-tech industry
area with complete industry clusters, industry chains and industry
hubs.

Three Emerging Industries
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Observation

Global manufacturing centers are shifting to emerging markets,
with Asia in particular being the most competitive region, with the
rapid rise of China, India and Korea.

In 2010, China represented 20% of total global manufacturing
output and was the most productive country in the world.

2011 Deloitte Industrial Studies Report

"The Direction of China's Manufacturing”



1.4 Driving Innovation (cont'd)

Pudong International Talent City
Pudong is dedicated to attracting and retaining top talent.

September of 2012 saw the opening of the Pudong International
Talent City. The Talent City departs from traditional talent attraction
concepts in building an optimal platform and information center
for talent services. It concentrates on accelerating the integration
of supply and demand, clustering services and using talent to
serve talent.

The Talent Exhibition Center showcases the business and
innovation achievements of members of the "Thousand Talents
Program", publicizing the significant practical results of the
experimental zone for international talent innovation.

The Pudong International Talent City serves as an optimal platform
and information center for talent services. It concentrates various
functional departments and portals such as service terminals
and information windows to offer comprehensive, high-quality
services in areas such as policy announcements, information
services, administrative assistance, entrepreneurship training, and
talent exchange, etc.

Innovative Government Policies

To promote the ongoing reform and opening up of the economy
in Pudong New Area, the Shanghai Administration of Industry and
Commerce and the Pudong district government introduced 16
new policies in 2012 to encourage innovation-driven restructuring
and development, including:

* Promoting parallel approval and notification for newly
established enterprises

* Encouraging foreign enterprises to establish foreign-invested
enterprises using offshore RMB

» Encouraging and supporting foreign enterprises to enter public
welfare industries, such as healthcare and education

» Supporting the construction of the Lujiazui financial district and
the rapid development of various financial institutions

+ Supporting the integrated development of the "Three Areas,
Three Ports", and promoting pilot initiatives in international
shipping experimental zones

* Moving forward with the establishment of incentives to
facilitate independent innovation and the commercialization of
scientific achievements by enterprises located in the Zhangjiang
national independent innovation demonstration zone

Source:
Information from Pudong New Area Association of Enterprises with Foreign Investment

Shanghai Pudong New Area White Paper on Environment for Foreign Investment (2011-2012) 71



72

1.5 Investment Environment Survey

Summary

Based on the results of the survey, we have summarized the key
elements of the business investment environment that attract
investors.

1, Efficient Service-Oriented Government

Efficient government operations, reasonable policy orientation,
favorable supporting policies, and diversified and effective policy
innovation and systemic reform have created a healthy and
effective environment for foreign investors in Pudong New Area.

2, Maturing Environment for Business Cooperation

An assortment of modern financial markets that include
securities, futures, foreign exchange, petroleum and diamond
exchanges have set up in Pudong New Area, as well as a large
number of domestic and international financial institutions, law
firms, accounting firms, consulting firms and other professional
service institutions that provide diversified financial services and
products. The scale has helped create an open environment for

business cooperation for foreign investors.
3, Expanding Human Resources Pool

Millions of executives and professionals (from financial and
technical fields) with diverse backgrounds have come to Pudong
New Area, and they provide an abundant pool of skilled employees
to meet the staffing needs of many companies. Human resources
in Pudong New Area and the government policies to attract talent
have provided opportunities for individuals to grow and realize
their career ambitions. In addition to innovative government
services and the environment for business cooperation, human
resources is the third most important consideration for investors.

4, High-Quality Living Environment

Pudong New Area offers high-quality education and healthcare
services. The presence of several international schools and
numerous city-level higher education and middle and primary
schools helps to ease the concerns of overseas and domestic
employees who move their families to Pudong New Area. Twelve
foreigner-oriented hospitals and several specialist hospitals
provide residents with high-quality, multilingual and round-the-
clock services. Urban security, broad greenbelts and world-class
cultural facilities have satisfied residents' desires for "green and
low-carbon" lifestyles and a sense of community.

5. Comprehensive Infrastructure and Public Services

Pudong New Area has modern logistics facilities and an efficient
transportation network. Shanghai Pudong International Airport is
one of the three largest international airports in China. Yangshan
deep water port and Waigaogiao port handle 10 of millions of
tons of cargo daily. The China Railway High-Speed (CRH) network
links Shanghai to other cities in the Yangtze River Delta to create
the "one-hour economic circle" comprised of Shanghai, Nanjing
and Hangzhou. The improvements to inter-city transportation
networks have also driven information and resource-sharing
between cities. Businesses can enjoy the advantages of the
proximity of Shanghai and the other Yangtze River Delta cities,
which further enhances the competitive edge of the delta.

Pudong New Area houses a number of grade A office towers,
five-star hotels and advanced conference and exhibition
facilities that can be easily accessed by the well-developed and
conveniently accessible urban rail network throughout Shanghai.
Pudong is connected to downtown Shanghai by several bridges.
This network provides an excellent means of transportation for

commuters throughout the city.

Investment Environment Satisfaction/Importance Survey Summary

Of the five key factors affecting the investment environment of
Pudong New Area, which three are you most satisfied with?

* Innovative Government Services

* Living Environment

* Infrastructure

Of the five key factors affecting Pudong New Area's investment
environment, which three do you rank the most important to
foreign investment?

* Innovative Government Services

» Environment for Business Cooperation

* Human Resources

Importance

Innovative Government Services

Satisfaction

Environment for Business
Cooperation

Infrastructure

Living Environment Human Resources



Foreword

Pudong New Area, as the core area for Shanghai's
development of the Four Centers, benefits
from favorable government policies and
effective government services, which in
turn fosters the continued evolution of
Pudong New Area and the consolidation
of its position as an economic hub in
China and the Asia-Pacific region. As the
headquarters economy matures and more
regional headquarters are attracted to
the region, Pudong New Area's economic
capability and international profile will
continue to grow.

The Pudong New Area government has taken
actionable stepsto establisha CSRinitiative,
which will lead to better performance of
enterprises and contribute to sustainable
development.

2. Innovative Government Services

Enterprise Testimonial

Companies are well equipped to develop their
businesses as a result of the innovative support
policies, openness, transparency and efficient service
platforms in Pudong New Area. Favorable support

polices, coupled with efficient government services,
in particular, have played a critical role in helping GM
Shanghai realize rapid sales growth.

General Motors (China) Investment Co.,Ltd.

Shanghai Pudong New Area White Paper on Environment for Foreign Investment (2011-2012) 73



2.1 Survey Results

Importance and Satisfaction Rating

Survey Feedback

Innovative * 93.22% of respondents believe that government
Gove.rnment policy is very important to the investment
Importance Services
Satisfaction environment. The degree of satisfaction

declined by 6.78% compared to 2010.
96.61% of respondents are satisfied with the
Pudong New Area government policies. The

Environment for Business degree of satisfaction increased by 1.84%
Cooperation

Infrastructure
compared to 2010.

The most important policies are those that
encourage and achieve administrative efficiency
and public service standards.

Policies that were considered most satisfactory

are those related to administrative efficiency

Living Environment Human Resources . :
9 and public service standards.

Key Components - Importance/Satisfaction

Innovative Government Services

Administrative efficiency and public service
standards

Openness and transparency of local
policies

Policy innovation

Preferential policies for the development
of a headquarters economy

Policy for attracting and retaining human
resources

Preferential policies for promoting the
development of trade and logistics

Service center (platform) for aheadquarters
economy

Guidance on social responsibility and
sustainable development of enterprises

0 0.5 1 1.5 2 2.5 3 3.5 4 4.5

1] satisfaction B Importance

74



2.2 Administrative Efficiency of the
Government

"Shanghai's reform has entered deeper waters. We need to accelerate the transition
of government functions toward developing a suitable development environment,
providing quality public services and upholding social justice. We need to work hard at
maximizing government efficiency and transparency, while minimizing expenditure, and
building a more open, transparent and law-oriented government."

Han Zheng

Activities requiring administrative approval in Pudong New Area decreased from 724 in
2001 to 242 in 2012. The average length of the approval process has been reduced from 22
working days to four, making Pudong New Area one of the districts with the least government
administrative approval requirements and the most efficient approval processes in the country.

=l Ty

VATION

The Pudong New Area government has made great efforts to ~ The Pudong New Area government aims to improve market
push forward the construction of national electronic government openness, approval efficiency and standardization with a view to
pilot projects, expand the transparency of government affairs attracting corporate investment.

and increase the disclosure of major policy drafts to the public to

improve decision-making mechanisms and procedures.

Source:
Information from Pudong New Area Association of Enterprises with Foreign Investment
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2.3 Service Center for Corporate
Headquarters

Pudong New Area established China's first "Service Center (Platform) for Corporate Headquarters" in June 2012 with a view to establishing
an integrated service system and optimizing the local environment for the ongoing development of its headquarters economy. The center
integrates government resources and service resources offered by non-government professional agencies to provide one-stop services to
enterprises with corporate headquarters in Pudong New Area to address systems and operational problems and foster a better overall
environment. A "Headquarters Service Menu" is available for corporate headquarters to customize services to their specific needs.

Provide analysis and training on
pilot and innovative policies on
corporate headquarters in Pudong
New Area Information
Services

A

:lror:/ ide dc;)rlpo;atgt:ead?uart?rel’. d Coordination Coordinate various departments and
Igh-end talent with preferential and Life Services Services provide project registration, cross-regional

enhanced services for entry and exit cooperation and cross-department

visa health exams, visas, medical collaboration services

care, education, etc.
< Six Major Service
Functions

Provide corporate headquarters with
decision-making consulting and Think Tank
professional services in areas such as Services
investment, management, finance and
talent acquisition

Provide intelligence support for the
growth of corporate headquarters and
improve the operational environment in
line with international practices

Consulting >
Provide communication platforms for senior Services
executives of corporate headquarters and
improve the one-on-one working environment

<
<

Public Service Center of Shanghai
Pudong, Window No. 73
Telephone: 68542222*88969

One Group of
Approved
Professional
Service Agencies

One Dedicated
Window

Shanghai Pudong New Area Association of Enterprises with
Foreign Investment consists of a Special Headquarters
Economy Committee, which sets up communication
platforms for senior executives of corporate headquarters
and periodically organizes forums and other events in the
financial, HR and public relations fields

One Headquarter
Economy Professional
Committee

“8 in 1”

A

One Team
of Experts One Headquarter
Economy Database

Invites experts from Shanghai University of Finance and
Economics and Fudan University, as well as professional agencies
such as Deloitte and Ernst & Young, to work together on creating a
development model for the headquarters economy and periodically
publish the White Paper on the Environment for Foreign Investment
and the Blue Paper on the Headquarters Economy OnPeI:tlfeotrwn:)rk

One Single Point

- of Contact

__ Pudong Investment website (www.pdi.org.cn)

<

Source:
Information from Pudong New Area Association of Enterprises with Foreign Investment
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2.3 Service Center for Corporate
Headquarters (cont'd)

Innovative Measures

Collaborating with other government departments (e.g. customs,
inspection and quarantine, foreign exchange and immigration),
the government of Pudong New Area introduced "Ideas to
Promote the Accelerated Development of Multinational Corporate
Regional Headquarters" in 2011.

In 2012, the Pudong New Area government again collaborated

with other government departments, including Shanghai
Customs, the Shanghai Inspection and Quarantine Bureau, the
Pudong branch of the Administration for Industry and Commerce
and the Immigration Office of the Pudong Public Security Bureau
to jointly release 14 new innovation initiatives to promote the

development of the headquarters economy.

Customs

- Establish a responsive customer coordinator system for corporate clients
seeking to establish headquarters

- Provide centralized processing for customs declarations of regional
headquarters

- Provide centralized processing for advance classification of import/export
commodities

- Provide centralized advance appraisals

Inspection and Quarantine

- Implement centralized quarantine and inspection, with 24-hour services

- Implement the new “advance filing, optimized examinations and
improved supervision” model and the no-declaration channel system

- Trial implementation of centralized inspection model for headquarters

- Launch trials for new inspection supervision methods

Business Administration

- Provide convenient, efficient registration services

- Expand options for contributing investments

- Allow regional headquarters to use company names containing English
letters and Arabic numerals

- Allow regional headquarters to use terms such as “sales, purchasing,
accounting, R&D, trademark”, etc. in their company names

Public Security, Healthcare

- Provide easy access channels for permanent residence registration

- Provide VIP services to expedite entry visa health exams for foreign
executives of multinational corporations with regional headquarters in
Pudong New Area

- Provide more convenient services, such as immigration, permanent
residence permit applications, etc.

Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment
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Headquarters

Sales and Purchases

Finance

Human Resources

nformation and
Compliance

Investment Decisions

Processing and
Manufacturing

Success Stories
VIP Services to Expedite Entry Visa Health Checks

Supported by the Shanghai Entry-Exit Inspection and Quarantine
Bureau, the Shanghai International Travel Health Center provides
VIP services for foreign executives employed by regional
headquarters of multinational companies, as well as their family
members.

Using the original processing procedures for entry visa health
examinations, foreign executives can register online 10-20 days in
advance and only spend about half a day to complete the medical
check-up.

With a "Special Letter from the Pudong New Area Service Center
for Corporate Headquarters", a family member of a Praxair foreign
executive was able to complete his medical exam in less than 30
minutes at the Shanghai International Travel Health Center, simply
by making an appointment through the Service Center (Platform)
for Corporate Headquarters one day in advance.

Concentrated Customs Declaration and Expedited Clearance
with Lowered Costs

The centralization of Pudong New Area's customs enables
expedited customs clearance and lowered clearance costs for
regional headquarters.

BASF's headquarter and its 10 subsidiaries were able to make
customs declarations at a centralized location and efficiently
utilize VIP service windows. They were able to forego the usual
procedures of declaring customs at multiple ports of entry and
avoid related issues, such as extended clearance time and higher
costs.
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2.4 Commercial Factoring Pilot

In December 2012, Pudong New Area announced the inception
of a trial program under which certain companies would be
permitted to set up commercial factoring businesses. The initiative
is supported by the Ministry of Commerce and the Shanghai
municipal government.

Factoring is a financial transaction under which a business sells its
unmatured accounts receivable to a third party bank or specialized
factoring company at a discount. Commercial factoring serves as
an effective, secure and low risk solution for corporate financing,
thus increasing potential financing channels for businesses in
Pudong New Area.

Alternative Means of Corporate Financing

Under the pilot scheme, Pudong opens a door to non-bank
companies to provide trade financing and administer accounts
receivable from the sale of goods and/or the provision of services
if certain conditions are satisfied. The qualified factoring agents
can offer an advanced and efficient means of financing with lower
inspection, supervision and risk management costs in comparison
with banks. The trial commercial factoring services scheme will
regulate operations in the following three areas:

* Investor Qualifications
*  Market Access
* System Supervision

Commercial
Factoring

Companies

Itis estimated that, by 2016, there will be 100 commercial
factoring companies in Pudong New Area, with a total
investment value of RMB 5 to RMB 8 billion,and a factor
financing value of RMB 40 billion.

Source:

@ "Shanghai Pudong New Area Trial Scheme for Setting Up Commercial Factoring Enterprises", Doc No. 2, 2012

Commercial Factoring Policies®

Qualifications

Commercial factoring agencies must have at
least one investor or associated entity with
related business operations or factoring
experience

Credit

There may not be any credit violations on
record

Personnel

At least two senior managers must have
more than three years financial management
experienceand clean credit records

Registered
Capital

The registered capital must be at least RMB
50 million. The value of the initial shareholder
capital contributions may not be less than
20% of the total, and the remainder must be
paid up within two years

Operating Period

The operating period generally may not
exceed 30 years; mixed operations are not
allowed

Internal Controls

There must be a comprehensive internal
control system in place that includes risk
evaluation, business operation procedures
and regulations

Risk Profile

Financial risk may not be greater than 10
times the total amount of net assets. The
risk profile is determined by total assets less
cash, bank deposits, government bonds and
remaining assets

Capital
Custodian

Foreign business factors must authorize a
domestic bank that is also @ member of an
international factoring organization as their capital
custodian. Domestic commercial factoring
agencies must authorize a bank that is also
a member of an international factoring
organization as the capital custodian

Registration and
Announcement

Factoring agencies must process accounts
receivable, transfer registrations and publish
the ownership of accounts receivable in the
accounts receivable registration system of the
People's Bank




2.5 Regional Responsibility

Innovative Measures

In 2007, Pudong New Area launched a CSR
initiative based on four essential elements:
government guidance, industry self-regulation,
voluntary participation and social supervision
("Four in One").

In 2011, Pudong New Area released the
regional responsibility competitiveness Index
and published "Responsible Competitiveness:
The Fourth Wave-Innovation in Constructing
Pudong New Area's Corporate Social Responsibility" .
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Regional Responsibility Competitiveness

Regional responsibility competitiveness refers to the comprehensive competitive
strength out of the coordinated development of economy, environment and
society. Compared with single economic competiveness, it has broader and more
sustainable meaning.

Regional Responsibility Competitiveness Model

By means of service, participation, cooperation, guidance and supervision,
positive interaction is formed among the government, enterprises, social
organizations and the public in the region to perform economic development
responsibility,  district  management responsibility, business  services
responsibility, corporate social responsibility, environmental reservation
responsibility and district development responsibility, which creates
comprehensive values of economy, environment and society and enhances
the regional responsibility competitiveness.

Regional Responsibility Competitiveness Index

The theoretical foundation for the assessment system to evaluate and
improve regional responsibility competitiveness lies in social responsibility,
theory of sustainable development and the factors considered for evaluating
competitiveness. Regional responsibility competitiveness index system
comprises of three-tier indicators. According to factors that could influence
regional responsibility competitiveness, economic growth responsibility,
district management responsibility, commercial services responsibility,
corporate social responsibility, environmental reservation responsibility and
district development responsibility compose the first-tier indicators. The
second-tier indicators include 19 items and the third-tier 55 items.

Information from Pudong New Area Association of Enterprises with Foreign Investment

Shanghai Pudong New Area White Paper on Environment for Foreign Investment (2011-2012) 79



3. Environment for Business Cooperation

Foreword

2012, Xinhua - The Dow Jones International Enterprise Testimonial

Financial Centers Development Index indicates Shanghai has the best financial environment

that Shanghai has risen to sixth place in the in China, and Pudong New Area, Shanghai's

standings for international financial centers, financial center, has an abundance of financial

and once again ranks first on the growth and resources and provides an excellent platform

development index.® for Cosmo Beauty's development in China. The
large domestic consumer market and Pudong

As the influence and synergetic strength of New Area's integrated business environment

Shanghai's financial institutions continues to also have helped set the stage for our strategic

grow, Pudong New Area has taken advantage investment and development plans.

of its status as Shanghai's financial core and its Cosmo Beauty International Trade

concentration of multinational headquarters to
create a robust international environment for
business cooperation.

Source:
@ Information from Pudong New Area Association of Enterprises with Foreign Investment
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3.1 Survey Results

Importance and Satisfaction Rating

Importance . .
P Innovative Government Services

I
2

Satisfaction

Environment
for Business

Infrastructure Cooperation

Y,

¢

X/

X
/N

Living Environment

Human Resources

Key Components - Importance/Satisfaction
Environment for Business

Service offering by financial institutions and breadth

of financial products

Quality of financial services

Internationalized business processes and candor

Availability of professional service agencies

Depth and breadth of exchange and communication
among companies in the same field

Location of transportation to and from and

supporting services for office towers

0

[ Satisfaction

0.5 1

Shanghai Pudong New Area White Paper on Environment for Foreign Investment (2011-2012) 81

Survey Feedback

Cooperation

1.5

I Importance

71.81% of respondents say the business
cooperation environment is very important
to Pudong New Area's overall investment
environment. The degree of importance
declined by 1.70% compared to 2010.

89.83% of respondents are satisfied with
Pudong New Area's environment for business
cooperation. The degree of satisfaction was
virtually the same as in 2010.

The quality of financial services was rated the
most important factor.

The level of orderliness and openness of
international business received the highest

satisfaction rating.

2 2.5 3.5 4.5
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3.2 Abundance of Financial Institutions

"The 2011 Global Financial Center Index"® indicates that, as of
March 2012, Shanghai was ranked the world's eighth largest,
and Asia's fourth largest financial center, joining Hong Kong,
Singapore and Tokyo as an influential player on the world financial
stage. As Shanghai is poised to become one of the most dynamic,
comprehensive and innovative financial centers in the world,
Pudong New Area continues to develop its strategic significance
and influence.

Increasing number of financial institutions®

* By 2012, there were 737 financial institutions in Pudong New
Area, an increase of 45 over the 2011 total.

* This included 319 foreign financial institutions, accounting for
about 75% of Shanghai's total number of foreign financial
institutions.

Concentration of foreign banks®

* As of 2012, there were 230 foreign banks carrying on
business in Pudong New Area, including 61 branches and 68
representative offices. Eighteen of the banking institutions
were legally incorporated foreign banks, representing more
than half of the foreign banks in China.

* The majority of the most prominent foreign banks have
established regional headquarters in Pudong New Area,
including Citibank, Royal Bank of Scotland, HSBC, BNP Paribas
and Standard Chartered Bank.

Domestic banking institutions®
* By the end of 2012, there were 34 domestic banks and 24
bank operation centers in Pudong New Area.

* The Bank of Communications, China's fifth largest bank and
China's Bank Card Service Association have established their
headquarters in the Lujiazui Finance and Trade Center.

Equity investment management firms®

* By the end of 2011, there were 447 equity investment and
management companies in Pudong New Area, managing
assets worth a total of RMB 77.5 billion. Six of the world's
top 10 private equity institutions have commenced business
in Pudong New Area, including the Carlyle Group, Blackstone
Group, TPG, Apax Partners, Bain Capital LLC, JPMorgan Chase
& Co and CVC Capital.

Source:
@ The Global Financial Centers Index 11, March 2012

Increasing number of the financial institutions in Pudong
New Area

Unit: Enterprises
800

737
700—
600

500]

400 —

2012

Data Resource:

" Statistical Yearbook of Pudong New Area, 2012"

Information from Pudong New Area Association of Enterprises with Foreign
Investment

Securities firms®

* By the end of 2012, 290 securities institutions were located
in Pudong New Area, including 55 foreign securities firms
(including representative offices). There were 80 Chinese
securities firms, 54 funds and 85 futures firms.

Insurance companies®

* By the end of 2012, there were 217 insurance institutions
in Pudong New Area, of which 31 were foreign insurance
companies and 31 were representative offices of foreign
insurance companies. World-renowned insurance companies
doing business in Pudong New Area include the AXA Group,
Chartis Insurance and Winterthur Insurance.

@ Information from Pudong New Area Association of Enterprises with Foreign Investment



3.3 Rich Trading Platforms of Financial
Resources

Pudong New Area currently has an assortment of modern financial China Foreign Exchange Trading Center®
markets that include securities, futures, foreign exchange, * The China Foreign Exchange Trading Center opened in 1994

petroleum and diamond exchanges. Together with the gold and with the primary purpose of providing inter-bank foreign
asset/equity exchanges in Puxi, they constitute a comprehensive exchange RMB lending, as well as a trading system for bonds,
financial market system. New financial markets and institutions, and interest and exchange rate derivatives. The center also
such as shipping finance, private equity and financial futures, also offers interbank clearing, information and supervision services,
are in development. and provides assistance with organizing transactions and

Shanghai Stock Exchange® liquidations.

+ The Shanghai Stock Exchange, which was set up in 1990 and * The National Development and Reform Commission plans

to launch an RMB Clearing Center before 2015 to reinforce

has played a pivotal role in promoting the financial development )
Shanghai's status as the global center for RMB product

of the area over the past 22 years, is located in Pudong New . . . o .
innovation, trading, pricing and clearing.

Area.

Other Key Exchanges®

6 Total Market Value: Sixth in the « Shanahai Diamond Exchange

World® 9 g
» Shanghai Petroleum Exchange
20 Total Market Capitalization of  China Financial Futures Exchange
'5 RMB 20.5 Trillion * Shanghai Equity Exchange
» National Trust Registration Platform
931 931 Listed Companies

Shanghai Futures Exchange®

» Ten types of futures contracts are traded on the Shanghai
Futures Exchange, including gold, copper, aluminum, zinc,
steel rod, fuel, oil and rubber.

* In 2011, the Futures Exchange registered a total trading volume
of RMB 86.9 trillion.

* According to statistics of the 2011 Futures Industry Association
(FIA), the Shanghai Futures Exchange was one of the 14 largest
derivative product exchanges in the world, and was ranked first
and third in the world by trade volume for rebar and rubber,
respectively.

Source:

@ Shanghai Stock Exchange website, 2011 market statistical data

@ Futures Industry Association website

® Construction Planning of Shanghai as International Financial Center during 12*" Five-Year Plan
@ World Federation of Exchange website
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3.4 Integration with International
Markets

2010 Shanghai Expo®
Between May and October 2010, Shanghai successfully hosted
the 41st World Exposition.

5.28 Expo Park area: 5.28 km?
246 246 participating countries and organizations T P I
22900 22,900 activities conducted

73.08 Total turnout of 73.08 million

2011 Shanghai Global IT Outsourcing Summit, Pudong

@ﬁﬂiﬂﬁ ﬁlﬁﬁlﬁ New Area Special Forum®

pudong Special Forum

2011 -1:3hEE nm,ﬂwuhwﬂﬁ * The 2011 Shanghai Global IT Outsourcing Summit was held in

.n;h.r-nu reimg ﬁ ﬂg )
&‘ﬁ E ﬂ Pudong New Area. Attendees discussed the future of software
pau-:r‘tum ﬂm

2011 outsourcing and the outsourcing of other high-end services in
K ".-

Pudong New Area over the next three years.

* In accordance with the "Smart City, New Opportunities for
IT Outsourcing” theme, the summit organizers arranged
cooperative exchanges between medium-to-large enterprises
and professional software outsourcing service providers.

* Well-known multinational companies attending the Summit
included Hyundai Heavy Industries, Honeywell, Microsoft and
HP.

BIO China: World's Largest Bio-Industry Convention®

» On October 12, 2011, BIO held the world's largest international
bio-industry convention in Pudong New Area, the first year the
convention was held in China.

» Bio-tech and pharmaceutical companies from North America,
Europe and Asia explored the future development of the
Chinese and global biomedicine industry.

* The conference successfully hosted "China's Bio-Pharmaceutical
Innovation Hub" Zhangjiang special sub-forum.

Source:

@ Shanghai Expo Official website

@ Information from Pudong New Area Association of Enterprises with Foreign Investment

® BIO is a nonprofit organization and is widely recognized across the global biotechnology industry. BIO has 15 years' experience in holding
conferences, including the world's largest BIO annual conference, which has been held at various venues around the world.



3.5.1 Location of Productive Forces
"4+3+1 Regions" Key Industry
Enhancement

During the 12" Five-Year Plan period, Pudong New Area will
continue to make structural upgrades to secondary industries and
expedite the development of tertiary industries to form a service-
oriented industrial base. Through its focus on the 4+3+1 key
zones, Pudong New Area will promote industrial progress and the
steady transformation of Shanghai.

Lujiazui Finance and Trade Zone

* Planned area of 31.78 km?

+ Shanghai's international financial central area provides 3.5
million m? of premium office space in high-end business
premises

» Expand and transition from traditional financial service models
to new services including asset management, information
services, investment banking and private equity, etc.

Jingiao Economic and Technological Development Zone

* Planned area of 67.79 km?

* Integration of the Jingiao and Nanhui Industrial Zones, and the
Airport Industrial Hub

* Net land value for industrial purposes is RMB 13 billion per
square kilometer

* Location of choice for R&D centers and regional headquarters
of multinational companies

* Transform and upgrade to service-oriented and advanced
manufacturing industries

Zhangjiang High-Tech Park

* Planned area of 77.45 km?

» Zhangjiang, which is well integrated with the Kanggiao and
Shanghai International Medical Zone, is poised to become a
new pillar for growth in Pudong New Area

* The conglomeration of multinational regional headquarters
and R&D centers creates synergies for the business environment

Shanghai Free Trade Zones

* Planned area of 28 km?

* Boasts the highest GDP among 15 bonded zones in the country

* Builds on Shanghai's international shipping center and
international trade center

* Home to a large number of Fortune 500 companies

Sanlin Expo Zone

* Planned area of 3.93 km?
» Focus on developing an integration area for media and culture,
and for non-financial headquarters of multinational companies

Lingang Zone

* Planned area of 315 km? for a heavy equipment industrial zone,
logistics park and standard industrial zone

* Itis intended to invest RMB 180 billion in the next five years
to achieve leapfrog development and build a "Green and
Intellectual (Zhi Hui) New City" integrating R&D ideas, green
ecology and a livable lifestyle

International Tourism and Resort Zone

* Planned area of 20 km? for a world-class tourism destination,
with a Disney theme park at its core. The International Tourism
Zone is designed to play a central part in Pudong New Area's
urbanization process

Aviation New Town of Zhugiao

* The aviation new town of Zhugiao, which has a leading role in
complementing the development of the international shipping
center, has an airport, a bonded zone, an extensive aircraft
industry, etc.

The “Rules for Clarification of the Three Industry Types" published by the Statistics Bureau of China in 2003, define the three industry sectors

as follows:

» Primary industries: Agriculture, forestry, animal husbandry and fisheries

» Secondary industries: Mining, manufacturing, electricity, gas and water production and supply, and construction

« Tertiary industries: Industries other than primary and secondary industries, i.e. primarily service industries

"4+3+1" @

» "4" represents the four leading zones — the Lujiazui Finance and Trade Zone, the Jingiao Export Processing Zone, the Zhangjiang High-Tech Zone

and the Waigaoqiao Bonded Area

« "3" represents the three additional zones — the Expo Zone, the International Tourism Zone and the Lingang Zone

« "1" represents the Aviation New Town of Zhugiao

Source:
Pudong New Area Government website
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3.5.2 Industry Hub: Financial Center
and Key Functional Area of the

District

During the 11™ Five-Year Plan period, the financial industry in
Pudong New Area has maintained a healthy growth rate, while
expanding market depth and breadth. The quality and number of
financial institutions set up in the area increased significantly. The
financial industry's rapid growth continued through the beginning
of the 12 Five Year Plan. By the end of 2012, Pudong New Area's
financial industry had an added value of RMB 106.91 billion,
accounting for 43.63% of Shanghai's total.®

Success Stories

Lujiazui Finance and Trade Zone®

The Lujiazui Finance and Trade Zone in Pudong New Area is the only
national development zone that has been designated a "finance
and trade" center since the development and liberalization of
Pudong New Area in 1990.

By 2012, the Lujiazui Finance and Trade Zone was home to
662 domestic and foreign financial services companies, 81
multinational regional headquarters and 5,000 intermediary service
agencies specializing in law, accounting, finance, consulting and
information technology, etc. These entities continue to provide
high quality services to both Chinese and foreign enterprises
operating in Shanghai, the Yangtze River Delta and the rest of
China and around the world.

As a growing number of world-class companies establish a
presence in the area, the Lujiazui Finance and Trade Zone is playing
an increasingly important role in Pudong New Area and Shanghai
as a whole. The pioneering efforts of the Lujiazui Finance and
Trade Zone have enabled Pudong New Area to attract high growth
and value-added industries, including the financial leasing, equity
investment, e-commerce, software, information technology, and
tourism and exhibition industries.

International Recognition of the Lujiazui Financial Center
As a result of widespread cooperation and a series of extensive
exchanges between Chinese and foreign financial services from
2006 to 2012, the Lujiazui Financial Center has gained global
recognition as one of the world's major financial centers. The
Lujiazui Financial Zone also has built its reputation by successfully
hosting and participating in the Lujiazui Forum sessions for three
years. The holding of the Lujiazui Financial Culture Festival for five
years also has contributed.

Source:

Deloitte Observation

With the rapid development of the global
financial  markets, financial services
competition Product

diversification and innovation also has

has intensified.
increased risk management and control
concerns. Following the financial crisis,
international financial supervisory and
regulatory authorities began to reform

l:l. | Environment

the financial system. The financial
China actively
participated in the new round of revisions

to international financial guidelines, have

-"‘findustry

institutions  of have

LYY

made improvements to the supervisory
and regulatory standards for China's
financial industry, and have successively
implemented relevant guidelines to
reinforce the supervision and regulation
of the banking industry.

From Deloitte, "2012 Ten Trends

and Outlook of China's Banking Sector"

Financial Development Environment of Lujiazui

To ensure healthy business development, the continuous
improvement of the financial system and the competitiveness
of Lujiazui Financial Zone, the government of Pudong New
Area has established specialized government services, including
the financial court of arbitration, the financial court and public
prosecution for violation of financial and intellectual property
rights.

Liberalization of the Financial Policies of Pudong New
Area

To enhance Lujiazui's ability to allocate cross-border goods
and resources, expand the role of multinational headquarters
in Pudong New Area and facilitate RMB cross-border trade
settlements, the government of Pudong New Area has relaxed its
financial policies by implementing the following programs:

* RMB Settlement for Cross-Border Trade Pilot Program

* International Trade Settlement Center Pilot Program

» Bonded Futures Delivery Pilot Program

@ Information from Pudong New Area Association of Enterprises with Foreign Investment

@ Shanghai Lujiazui Finance & Trade Zone Development Co. webside
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3.5.3 Industry Hub: Core Functional
Zone of the International
Shipping Center

During the 11™ Five-Year Plan period, Shanghai experienced rapid
expansion of its shipping industry and substantial growth in port
throughput. Shanghai Port's container throughput jumped to
No. 1 in the world in 2010, with Pudong New Area accounting
for 86.4% of the total volume. The international transportation
sector in Pudong New Area continues to demonstrate a positive
growth trend.

Upgrading and Transformation of the Shipping Industry

During the 12t Five-Year Plan period, the State Council is aiming to
transform Pudong New Area into an international shipping center
with global resource allocation capabilities. This will be achieved
through the enhancement of shipping functions and capabilities,
and the development of supporting infrastructure and policies.

Four Shipping Hubs Taking Shape

Shipping facilities and industry resources in Pudong New Area
are highly concentrated, and the Area's port accounts for over
80% of Shanghai's overall shipping volume. Pudong New Area is
currently drawing up a development model that incorporates four
shipping service centers: Yangshan Lingang, Lujiazui, Waigaogiao
and Linkong.

Selection of 2012 Shipping Statistics for Pudong New Area

= [

(10,000 tons)

Allocation
of Resources

Internationalization
of Market
Development

Service-Oriented
Shipping
Industry

Targeting
of High-End
Services

Regional
Coverage and
Functionality

Source:
"Notice on Accelerating Construction of Pudong New Area as the Key Functional Area of Shipping during the 12 Five-Year Plan", issued by Pudong New Area People's Government
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3.5.3 Industry Hub: Core Functional
Zone of International Shipping
Center (cont'd)

Lujiazui: Center of Shipping Finance and High-End Shipping
Services

Building on the existing shipping service industry, Lujiazui is
leveraging its strengths in shipping finance and shipping markets
to actively develop the service industry chain, which mainly focus
on institutions providing financial and insurance services. The
district will continue to optimize shipping services levels with
the goal of becoming the core center for international shipping
finance and high-end shipping services.

Focus on Shipping Services
Development

—( Maritime Legal Services ]

— Maritime Information

—1 Ship Finance Leasing

—{ Marine Insurance

= Maritime Fund Settlement

Maritime Derivative Transactions
and Settlement

Yangshan Lingang

New Integrated Trial Zone For International

Yangshan Shiooin
Bonded Port PP g

* Location Advantage
Area

* Integrated Bonded Logistics

Shipping Services and Integrated Demonstration
Zone

* Shipping Services Zone

* Shipping Cultural Zone

+ Shipping Management Zone

Lingang Primary
City District

Waigaoqiao

As a model zone for international trade in Pudong New Area,
Waigaogiao Free Trade Zone is exclusively positioned to assist in
the development of the shipping industry:

* International Trade, Modern Logistics, Advanced Manufacturing
* Exhibition Trade, Education Training and R&D Innovations

» Offshore Trade, Offshore Finance, Bonded Futures Delivery

Linkong Area
Pudong New Area Airport Free Trade Zone
[ ] Upgrading the modern logistics industry
[ ] Developing the shipping financial services industry
[] Introducing internationally-known logistics companies

Linkong Industrial Park

Developing domestic aviation logistics

Upgrading Linkong's general economy

Source:

"Notice on Accelerating Construction of Pudong New Area as the Key Functional Area of Shipping during the 12 Five-Year Plan", issued by Pudong New Area People's Government
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3.5.4 Industry Hub: High-End
Manufacturing

In 2011, the high-end manufacturing industry in Pudong New Area, one of the strategic newly-emerging industries, achieved an
output value of RMB 100 billion, accounting for 37.7% of Shanghai's total.

The equipment manufacturing industrial belt, consisting of state-level development zones such as Waigaogiao, Jingiao and
Zhangjiang, provides the high-end manufacturing industry with scale and technical advantages, as well as strong growth potential.
Pudong New Area has already succeeded in attracting many leading domestic and even global equipment manufacturers, as well
as considerable professional and technical talent.

High-End Manufacturing Industry Focus Areas in Pudong New Area® Intelligent

Manufacturing Equipment

Civil Aviation - Focus: development of ultra-supercritical thermal power units, high voltage

transmission and power-transfer equipment, key equipment for the intelligent

. . . . . power grid industry, etc.
- Focus: integrated design of complete passenger airliners, integrated design and . . . X " . 5 .
. ) . -+ Mainly located in Waigaoqiao, Zhangjiang, Jingiao, Kangqiao and Lingang.
assembly of aero-generators, design of integrated avionics systems, etc.

- The industry headquarters is located in Lujiazui and Sanlin Expo Zone. Assembly

Special Robotic Equipment

and supporting industries, R&D design, and engines and supporting industries are

located in Airport Harbor, Zhangjiang and Lingang Industrial Districts,
respectively. - Focus: development of core robotic components for automatic control systems
with industrial application, industrial robots and controllers, etc.

Marine Engineering

Equipment High-End Engineering
Equipment
- Focus: marine diesel engines, semi-submersible drilling platforms, key marine
supporting industries, etc. - Focus: development of heavy-duty crawler cranes, super-large diameter shields,
- Research and manufacturing are mainly located in Waigaogiao and Lingang. automatic port machinery, large agricultural machinery, etc.

Table of High-End Manufacturing Bases of Pudong New Area®

Integrated circuit, information technology, software and
related industries

Zhangjiang Integrated Circuit Industry

Cluster Zone AT

LED, new-type display and laser industry, intelligent
Zhangjiang communication, energy equipment, and next generation
information network industry

Zhangjiang Photoelectron Industry Cluster
Zone

Digital TV Industry Cluster Base Sanlin Digital TV and digital news media industry

R&D, production, background operation and support
Shanghai IOT Industrial Base Zhangjiang South Area services, as well as product exhibition and application
demonstration for key IOT technologies and products

Construction of well-known enterprise, famous
Pudong New Area figure, famous brand, and famous park, accelerating
development of the software industry

China Renowned Software City Model
Zone

Cloud Computing Application
Demonstration Zone

Finance, logistics, urban management and SME services,

AT NS as well as cloud computing industry

Including Guo Shoujing Park, Zu Chongzhi Park,
Shanghai Pudong New Area Software Park | Sanlian Expo Sub-Park, and Kunshan Pudong
New Area Software Park

Chip design, mobile internet, e-commerce, industrial
application, cultural creation, software sourcing, etc.

Financial information services, software sourcing,

Shanghai Lujiazui Software Park Lujiazui
network games, etc.

Zhangjiang National Information Security
(East) Base

ICT industry with information security as core and TIMES

Zhangjiang industry chain as link

Source:
@ "Study on the Key Areas of Strategic Newly Emerging Industries in Pudong New Area"
@ "Notice of the People's Government of Pudong New Area on Issuing Guidelines on Accelerating Cultivation and Development of Strategic Newly Emerging Industries"
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4. Human Resources

Foreword

While science and technology are the
primary drivers of the information-based
economy, its primary resource is human
capital. The importance of highly-skilled
persons to economic development has
therefore become paramount and human
resource deployment has become a
central global concern.

The availability and scalability of human
resources, together with the extent to
which such resources are internationalized
and characterized by professional quality,
are vital to boosting enterprise growth
and driving industry upgrades.

Enterprise Testimonial

Human resources have played a critical role in GE's
success. Pudong New Area, through a number of
geographic and policy advantages, has attracted
a wide array of local and international staff to the
region. The ability to find high-caliber technological

personnel has helped us lay a solid foundation
for GE's R&D center and has set the tone for our
long-term development in China.

GE (China) Research & Development Center




4.1 Survey Results

Importance and Satisfaction Rating
Survey Feedback

* 66.10% of the respondents said that
Innovative Government Services human resources are very important to

Importance

Satisfaction

the investment environment. The degree

of importance has increased by 139.49%
compared to 2010.

Environment for Business
Cooperation

Infrastructure 86.44% of the respondents were satisfied
with the human resources in Pudong New
Area. The degree of satisfaction stayed

virtually the same as in 2010.

The professional quality of human

resources was rated the most important

Living Environment factor.
Human Resources

The professional ethics of Pudong New
Area's human resources achieved the
highest level of satisfaction.

Key Components - Importance/Satisfaction
Human Resources

| | | | |
Professional Quality of Human Resources
\ \ \ \
\ \ \ \ \
\

Availability and Scalability of Human
Resources

Human Resources for Scientific Innovation

nematona Background of Human | S S S S S

Resources

Human Resource Costs

0 0.5 1 1.5 2 25 3 35 4 45

[ Satisfaction B Importance
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4.2 Highly-Skilled International Human
Resources

Compared to the rest of Shanghai and
China as a whole, Pudong New Area  Dyring the 12" Five-Year Plan period, Pudong New Area

h high trati f skilled, . T . . I : I

1o 8 very gh coneentraton o 5UE% s prioritizing the bringing together of "capital" and
international personnel, with nearly one . . .
milion professionals (more than 30%  talent” and increasing efforts to partner outstanding
of Shanghai's total). Foreign-invested  professionals, technology, management experience and

companies alone employ nearly 70,000 . . .
R&D personnel, as well as 29,000 other international business models.

staff from around the world. —— Pudong New Area's 12" Five-Year Plan on Utilization of Foreign Capital

High-Caliber Talent®

Pudong New Area continues to target ) ) )
) ] ) ) 12 members of the Chinese Academy of Sciences and the Chinese Academy

high-caliber international personnel and of Engineering

will maintain its policy of attempting to

draw talented employees with a view 110 candidates qualifying for the “Thousand Talents Program”®

to boosting business development and

overall prosperity. Pudong New Area 250 candidates eligible for special allowances granted by the State Council and
) ) selected for the New Century Talent Project
has been successful in attracting a large

number of highly talented individuals with Pudong New Area has a total workforce of 980,000 of whom 11.1% hold a
) masters or higher degree, 35,000 are skilled foreign employees, and 13,000

different cultural backgrounds from all are students returning from overseas

over the word, adding to its existing deep

talent pOOl. There are 210,000 financial professionals

Pudong New Area International Talent 110,000 There are about 110,000 employees in the shipping services industry

City
Pudong New Area International Talent City - pyqong New Area International Talent City departs from

Is located in Zhangjiang High-Tech Park, traditional talent attraction concepts in building an optimal

"National Innovation and Entrepreneur |5¢rm and information center for talent services. It concentrates
Base for Overseas High-Level Talent™. The 5 celerating the integration of supply and demand, clustering
services, and using talent to serve talent. The Talent City is a

"one-stop service window" for international talent.

project covers a land area of 24,000 m?
and a building area of 41,000 m?. It was
opened in September 2012.

Source:

@ "Notice on 12" Five-Year Plan of Scientific and Technological Development in Pudong New Area issued by Pudong New Area People's Government"; Information from
Shanghai Pudong New Area Association of Enterprises with Foreign Investment

@ Thousand Talents Program: The Central Working and Coordination Group of Talent produced the "Opinion on the Introduction of High-level Overseas Talent", which
focuses on bringing 2,000 professionals to support national strategic objectives, key innovation projects, key disciplines and laboratories, centrally-run enterprises and state
financial institutions etc., over the next five to 10 years. The program gives priority support for strategic scientists and academic leaders capable of making breakthroughs in key
technologies, as well as developing and leading the start-up of emerging disciplines in China.



4.3 Active Talent Attraction Policies

In an effort to execute the central government's Thousand Talents
Program, Pudong New Area has launched the "International Talent
Innovation Pilot Zone", which initiated a series of incentive policies
designed to attract high-caliber international personnel. The
policies offer a wide range of incentives, including support for
scientific and technological research, start-up grants and financial
support.

“1116" Talent Program

Pudong New Area has an abundance of talented reserves capable
of accelerating innovation-driven restructuring and development,
in keeping with the requirements of Shanghai's Thousand Talents
Program and a focus on the development of the Four Centers
key functional areas. Going forward, the Pudong New Area
government will continue to unveil increasingly effective policies
and measures to attract high-caliber international personnel.

Recruit 100 plus candidates to "China Thousand Talents

Program"

Recruit 100 plus candidates to "Shanghai Thousand

Talents Program”

Recruit 100 plus candidates to "Pudong New Area

Hundred Talents Program"

Recruit 600 international high caliber professionals for
the finance, shipping and strategic industry sectors, as

well as the high and new-tech sector

Source:

Stock Option Incentives

Financial Aid for Experts
Sabbatical Leave

Prioritized Household
Registration for Special
Talent

Subsidies for Executives
in Financial Sectors

Subsidies for Leaders in
R&D Institutions

Zhangjiang is the first area to run a pilot stock option program. This is an incentive program
under which state companies, academies, and research organizations in Zhangjiang may
offer stock options and dividends to personnel and managers who make outstanding
contributions

Companies that settle in Zhangjiang area can apply for grants for relevant experts' sabbatical
leave

Priority household registration will be given to company executives, key R&D personnel, key
technical personnel and leaders in scientific research in high and new tech industries and
other modern service industries, such as financial services, and to those who have made
valuable contributions to Pudong New Area and are recognized in the market place and
society at large

Rewards or subsidies will be made available to executives, management and professionals in
financial corporate entities based on their contributions and roles

Grants will be given to leaders in high and new technology enterprises, companies engaged in
key science and technology programs, innovative teams and key R&D personnel, and
professionals who work in large accounting firms and large human resources service
companies engaging in financial innovation and innovative activities, based on their
contributions

Shanghai Pudong New Area portal website, "Pudong New Area to Further Broaden Introduction of Overseas High-level Talent", " Decision on Accelerating Self-reliant
Innovation by Pudong New Area People's Government and CPC Pudong New Area", "Pudong New Area Provisional Measures for Administration of Special Funds for
Start-ups in High-tech Industry by Overseas Chinese Students", "Pudong New Area Regulations for the Operation of Science and Technology Development Fund for

Start-ups by Overseas Chinese Students".
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4.4 Scientific Research Strength

As the trend for industrial aggregation continues, high and new-tech enterprises are gradually forming bases and an increasing number
of multinational corporations are setting up R&D centers in Pudong New Area. To attract and retain talent engaged in scientific and
technological innovations and to hold on to its favorable position in an integrated environment, Pudong New Area continues to increase
investment in R&D with a view to building stronger scientific research capabilities and evolving from a cluster of manufacturing plants to

a cluster of high-end manufacturing industries.

Scientific Research Strength
2012 Pudong New Area high and new-tech industry aggregation:

156 156 accredited advanced technology enterprises
185 185 foreign-invested R&D centers
440 440 accredited enterprise R&D institutions

QO5 905 accredited high and new-tech enterprises

Research Personnel
Research personnel in Pudong New Area at the end of 2012:

39602 39,602 engaged in scientific research and technical
services

76281 76,281 engaged in software and information
technology services

92596 92,596 engaged in software and information
services

Research Investment

Pudong New Area's investment in scientific research is on the
rise; in 2011, nearly RMB 23 billion was invested to promote
scientific development. Expenditure on research as a proportion
of regional output also has increased year to year.

Research Achievements

In 2012, Pudong New Area had 198 projects resulting in
high-tech development achievements and the number of
patents awarded reached 10,683. Of the awarded patents,
2,681 were awarded to new inventions, 6,245 were utility
model patents and 1,757 were design patents.

Source:

Information from Pudong New Area Association of Enterprises with Foreign Investment

D R&D Center of Commercial Aircraft Corporation of China
D Chinese National Compound Library
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5. Living Environment

Foreword

With their direct impact on personal health,
comfort and safety, living conditions are a The first district to be granted the National Civilized District Award
key decision-making factor in choosing a

e . ) ] Pudong New Area Eco-environment Improvement Project was
city in which to live and work. A superior

presented with the China Living Environment Award

living environment is a prerequisite for the
development of any modern city. The Shanghai Expo Bureau was granted a Special UN Habitat

Award by UN Habitat
The key indicators of a city's social and

economic development include the quality

of its educational, healthcare, cultural and
sports facilities. Where these are of a high
quality, this will also tend to be reflected in
the high level of development of the city's
inhabitants.

Pudong New Area's superior living
environment makes it a desirable place
in which to settle for talented individuals
from China and around the world. Pudong
New Area's ability to attract such talent is,
in turn, driving a new wave of development
in the city.
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5.1 Survey Results

Importance and Satisfaction Rating
Survey Feedback
* 10.17% of respondents say the living

Importance . .
Innovative Government Services . . .
Satisfaction environment is very important to the

overall  investment environment of

the Pudong New Area. The degree

of importance decreased by 41.01%

Environm.ent for Business compared t0 2010.
Cooperation

Infrastructure

91.52% of respondents are satisfied
with the Pudong New Area's living
environment. The degree of satisfaction
has increased by 6.02% as compared to
PAONNOR

Living Human Resources The safety and security of residential areas

Environment was rated as the most important factor.

The availability of green space attracted
the highest satisfaction rating.

Key Components - Importance/Satisfaction

Living Environment

Education and Medical services

Cultural Environment

Green Space

Safety and Security

1] satisfaction I Importance
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5.2 Abundance of Educational
Resources

Pudong New Area had 358 universities, colleges, middle schools
and elementary schools at the beginning of the 12" Five Year
Plan period. School and faculty buildings occupied a total area
of 22,850,000 m?.® Teaching staff totaled more than 40,000 and
students more than 530,000.¢

High Concentration of International Schools

Pudong New Area has actively developed education programs
and facilities to meet the needs of foreign students. As a result,
there are a large number of international schools in Pudong New

Area serving students from kindergarten to junior high school.

Prominent Universities Concordia International
Pudong New Area is home to many nationally recognized School, Shanghai (Middle | Shanghai American School (SAS)
universities, as well as world-famous business schools. These School)
schools have contributed greatly to the enrichment of Pudong
New Area's educational environment and the district's overall British International ,

iy , Yew Chung International School
competitiveness. School, Shanghai (Pudong

of Shanghai
New Area campus)

Fudan University Zhangjiang Campus was
among the first national key universities to Japanese International
be jointly constructed by two government School of Shanghai
departments, the Ministry of Education and
Shanghai Municipal Government

Fudan
University
Zhangjiang
Campus

Dulwich College Shanghai

Concentration of Key City-Level Schools

There are many key high schools located in Pudong New Area
that are actively collaborating with overseas schools, and that
have established international departments with foreign teachers.
Graduates of these schools have excellent prospects of attending
CEIBS is one of the top business schools in top foreign universities.
Asia, and is the only globally ranked business

school in Mainland China 2nd Middle School
affiliated with East
China Normal
University

Has an international department and
was one of the first middle schools in
Shanghai to recruit foreign students

Retains friendly relationships with
numerous schools around the world.

Jincai Middle School | Sends local students overseas and
accepts foreign students as part of the
regular school curriculum®

Source:

@ "Statistical Yearbook of Pudong New Area, 2012"
@ Shanghai New York University website

® lincai Middle School website
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5.3 Comprehensive Medical Services

Overall Health Care Environment

At the beginning of the 12t Five-Year Plan, Pudong New Area was
home to 1,074 medical institutions capable of accommodating
17,731 patients. Among these facilities were 10 general hospitals General 10 6,146 3,042

Type of No. of No. of Medical

Beds

hospital Hospitals Practitioners

with 6,146 beds and 3,042 medical practitioners, and eight Specialized 8 2,351 410

specialized hospitals with 2,351 beds and 410 medical practitioners.

Medical Facilities with Multilingual Services

A number of Pudong New Area's hospitals provide high-quality,

24-hour, multilingual medical services, and employing English,

Japanese and Korean speakers.

+ Shanghai East International Medical Center

» Shuguang Hospital, affiliated with Shanghai University of
Traditional Chinese Medicine

* Punan Hospital

* Huashan Hospital, affiliated with Fudan University (Shanghai
International Hospital)

Shanghai Children's Medical Center
Shanghai Children's Medical Center is a tertiary level pediatric
hospital combining medical care, scientific research and education.

Provides medical Nationally and globally
services for children of recognized genera|

domestic and foreign pediatric hospitals
families

A collaborative
program between
Shanghai's municipal
government and the
US Project HOPE

Source:
" Statistical Yearbook of Pudong New Area, 2012"
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5.4 Quality Living Environment

Livable City

During the 12" Five-Year Plan period, the government of
Pudong New Area has been dedicated to developing a green,
environmentally friendly, low-carbon, ecological environment for
work and transportation. To enhance Pudong New Area's livability,
the government continues to improve local infrastructure and
business facilities, while making new investments in education,
medical services, arts and culture, and recreational sports
facilities. The 2012 Bluebook on Public Services (published by the
Chinese Academy of Social Sciences) placed Shanghai second in
the national public's "sense of security" rankings. Other honors
include:

National Civilized City®

-+ 2006 winner of National Civilized City Award
- Defended its title of National Civilized City in 2011

China Habitat
Environment Award®

- In 2010, the Pudong New Area Eco-environment

Improvement Project was presented with a China Habitat
Environment Award

Environment Award®

- In 2010, the Shanghai Expo Bureau was granted a Special
UN Habitat Award by UN Habitat

International Residential Communities

Following two decades of liberalization and development, the
residential communities in Pudong New Area are experiencing
increasing rates of internationalization. More than 150,000
foreign individuals have started businesses, worked and lived
in Pudong New Area for extended periods. In recent years, five
international communities including Binjiang, Biyun, Lianyang-
Huamu, Orient Century (Tang Zhen) and Zhangjiang have grown
up in Pudong New Area.

Pudong New Area vs. Shanghai Per Capita Public Green Space®

25 23.9 )
Unit: m%person

20

Pudong

Shanghai
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Environmentally Friendly District

Afforestation and garden planting in Pudong New Area will
continue during the 12" Five Year Plan period. The distribution of
green space is set to improve gradually and the overall green space
area will be expanded. The "green home and low-carbon life"
concept will be aggressively pursued with a view to developing
Pudong New Area as the "green capital” of Shanghai.

Shanghai's Leader in Green Building Practices and

Eco-Environmental Construction Work

* To improve the quality of Pudong New Area's environment and
create a comfortable and pleasant place to live and work, Pudong
New Area has implemented extensive advanced environmental
protection measures and technologies, and provided support
for environmental improvement, urban reforestation and
beautification.

+ In 2011, the air quality was rated "good" 94.2% of the time. ©

* Completed construction of 10 parks, including Century Park,
Jingiao, Tanggiao, Ziwei, Nanpu, Jingnan, Sanlin and Huamu.

+ Total green space reaches 12,519 hectares, of which public green
space accounts for 5,951 hectares. Public green space covers

36.1% of total public areas.®

Source:

@ Office of the Spiritual Civilization Development Steering Commission

@ UN Habitat

® Information from Pudong New Area Association of Enterprises with Foreign
Investment

@ " Statistical Yearbook of Pudong New Area, 2012"



5.5

Shanghai Culture and Art

Cultural Facilities in the City

Century Park

Century Park in Pudong New Area is the Shanghai municipal area's
largest ecological city park with natural features, covering an area
of 140.3 hectares. The park has been heralded as Shanghai's
"Emerald of the City" in recognition of its rich flora and natural
features.®

Shanghai Oriental Art Center
The Shanghai Oriental Art Center, which is located in Pudong New
Area, is recognized as one of Shanghai's cultural landmarks.®

Mercedes-Benz Arena

The Mercedes-Benz Cultural Center, located in the heart of
Shanghai's Expo Park area, incorporates an 18,000-seat multi-
functional arena for the performing arts, a 20,000m? integrated
retail zone, an ice skating rink, a luxurious five-star cinema and
other amenities.®

Shanghai Disneyland

Shanghai Disneyland is located in the International Tourism Park.
Construction began in April 2011, and the first phase of the
project is to be completed in 2015. The construction of the theme
park has stimulated local property development and prompted
the construction of a local transportation network.
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Art and Cultural Exchange

In 2011, 33,811 public arts and cultural events and activities took
place in Pudong New Area.®

Regular Visits from World Renowned Symphony
Orchestras

Vienna Tokyo

- Philharmonic Philharmonic

Orchestra

Orchestra

World-Class Festivals and Events

Shanghai Jazz Festival

Shanghai International Music Fireworks Festival

Shanghai Peach Blossom Festival

Source:

@ Century Park website

@ Shanghai Oriental Art Center website
@ Mercedes-Benz Arena website

@ Information from Pudong New Area Association of Enterprises with Foreign Investment



6. Infrastructure

Foreword
The efficient operation of business During the 12" Five-Year Plan period,

i hensi infrastruct .

reqres @ comprenemive IMes T pudong New Area will further accelerate
and effective public service systems. A . . .
comprehensive infrastructure is a key  I1tS Urbanization process to meet the needs
factor in determining a region's capacity — f rapid industry development and higher
f ic devel t and its abilit : : L
or econamic ceveiopmen’ ant = I population density. The district government
to grow at a steady, sustainable rate over Y .
the long run. Shanghai and other cities ~ Plans to expedite infrastructure construction
in the Yangtze River Delta are now more with an investment of RMB 100 billion
closely linked, thanks to much faster . .

. A over the next three years to increase traffic
bullet trains and the wider China Railway o
High-speed (CRH) network. The one-hour  €ffiCiency from the south to the north. We
economic circle around Shanghai, Nanjing || also open up the grand coastal passage
and Hangzhou has not only increased -, ¢ <50n as possible to form greater
traffic efficiency, but also improved the . y P . . 9
integrated economic development of  INternal and external integration.

these cities and the Yangtze River Delta.
It has also had a "same city effect” in all

Jiang Liang, District Governor of Pudong New Area

key cities and accelerated the efficient
flow of people, materials, money and
information.
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6.1 Survey Results

Importance and Satisfaction Rating

Survey Feedback

Importance ) . ; ]
P Innovative Government Services * 54.23% of respondents said the infrastructure

Satisfaction

is very important to the investment

environment. The degree of importance has

decreased by 28.51% compared to 2010.
Environment for Business 88.14% of respondents are satisfied with
Cooperation the infrastructure in Pudong New Area. The

degree of satisfaction is virtually the same

as in 2010.

Infrastructure (e.g. roads, bridges, tunnels

Infrastructure

and the subway system) was rated the most
important factor.

Living Environment Human Resources Business facilities received the highest
satisfaction rating.

Key Components - Importance/Satisfaction

Infrastructure

Public Services (e.g. communications, water
supply, electricity and gas)

Infrastructure (e.g. roads, bridges, tunnels and
the subway system)

Development of Logistics and Transportation
Networks (e.g. airports, highways, ports, etc.)

Reasonable Rent for Factories/Office Buildings

Business Facilities (star-rated hotels, service
apartments)

[ Satisfaction B Importance
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6.2 Comprehensive and Convenient
Transportation Network

Maglev Line

The Shanghai Maglev Line is the first commercially operated
high-speed Maglev train line in the world. The line runs from
Metro Line 2's Longyang Road Station to Pudong New Area
International Airport.

Pudong New Area
International Airport

29.863 Total length: 29.863 km
430

8 Journey time: 8 minutes

Longyang Road Station

Top speed: 430km/h

Three Ports and Three Zones

Three ports Three zones Function

International transshipment,
modern logistics,
commodity display,
warehousing and leasing,
physical delivery of futures
trades

Integrated Pilot
Zone for
Development of
International

Shipping

Yangshan
Bonded Port

Waigaogiao | Model Zone for Cargo and service trade,

Bonded Port | International Trade | international trade
Airport

Pudong New Neighboring Airport logistics, trade and

Area Airport

Bonded Port financial services

Functional Service
Innovation Zone

Container
Throughput

Cargo

Throughput

Waigaogiao port®| 142.63 million tons | 15.36 million TEUs

Yangshan port® | 129.69 million tons| 14.15 million TEUs

Source;

® Shanghai Municipal Government website

@ Information from Pudong New Area Association of Enterprises with Foreign Investment
@ Based on statistics of Waigaogiao Frontier Inspection Station
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Air Transportation
The Shanghai Air
International Airport and Honggiao International Airport, is one

Hub, comprising Pudong New Area
of China's three major international air hubs, along with the
Beijing Air Hub and the Guangzhou Air Hub.

The global airport passenger satisfaction survey in the first quarter
of 2012 showed that Shanghai Pudong New Area International
Airport ranked eighth among the world's major airports.®
In 2012, Pudong New Area airport passenger throughput
was 44,857.2 thousand passengers; cargo throughput was
2,949,800 tons.®

Sea Transportation

Shanghai Port is the world's largest shipping center measured
by cargo throughput. The most important shipping ports in the
region are Waigaogiao Port and Yangshan Port. In 2011, 22,981
vessels on international routes traveled through Waigaogiao
port, a 51.7% increase over 2010, and the largest increase in
shipping throughput over the past five years. Total passenger
throughput was 471,154, representing an annual increase of
13.9%.¢

Yangshan Port is one of the world's largest and most modern
deep water ports.



6.3 Advanced Urban Infrastructure

Rail Transportation

With the acceleration of urbanization, there has been a steady
increase in demand for better traffic flow management in Shanghai.
The urban rail transportation development has entered a stage of
significant growth.

Pudong New Area's urban rail system comprises the Pudong New
Area railway, the Maglev train, metro lines 2, 4, 6, 7, 8, 9 and the
northern portion of Line 11.¢ Developmental priority has been given
to Phase 2 of Line 11 and Phase 1 of Lines 16, 12 and 13, and the
Disney portion of Line 11.%

Bridges and Tunnels

Nanpu Bridge, Yangpu Bridge, Lupu Bridge and other bridges
connect the two banks of the Huangpu River, and provide leverage
for the development of Pudong New Area. Together these bridges
form the three-dimensional transportation framework linking
Pudong New Area and Puxi. Effective use was made of Shanghai's
underground space to construct the East Yan'an Road Tunnel,
the Dalian Road Tunnel, the East Fuxing Road Tunnel, etc., thus
alleviating above ground traffic congestion and improving urban
traffic conditions generally.

Water and Electricity Supply®

Pudong New Area's water and electricity supply capacity can
satisfy its overall water and electricity demand. During the 12
Five-Year Plan period, Pudong New Area will further optimize grid
distribution to provide a reliable power source for the next wave
of economic and urban development.

Fiber Optic Cables

According to the 12" Five-Year Plan, Pudong New Area will have
100M speed household broadband internet in 2013. By 2015,
more than 90% of key urban areas will have mobile broadband
coverage. Priority will be given to building a revamped network
infrastructure featuring enhanced mobility, speed and integration
to cover Lujiazui Finance and Trade Zone, Jingiao Development
Zone, Zhangjiang High-Tech Park, the Expo area, Shanghai
Comprehensive Bonded zone, International Tourism Park and
Lingang New Town.®

Source:

@ Shanghai Pudong New Area website

@ Shanghai 12" Five-Year Plan on Urban Construction and Management
® "Statistical Yearbook of Pudong New Area, 2012"
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Production capacity of
water plants
(10k M2 /day)

241.00

234.00

Total water sales for the
year (10k M?)

60,088

59,418

Daily maximum load
for power consumption
(10k kw)

553.00

556.00

Total electricity sales
for the year
(100 million kW-hr)

229.71

239.00




6.4 Office/Hotel/Convention Facilities

Grade A Office Towers?®

By the end of the fourth quarter of 2011, the Grade A office
tower floor space in Pudong New Area totaled 2,008,929 m?,
representing 38% of Shanghai's total Grade A office tower
space.

Total Rent

Inventory(m?) (RMB/m?/day)
Pudong New Area 2,008,929 8.38
Shanghai 5,275,167 8.36

Five-Star Hotels

By the end of 2011, there were 13 five-star hotels in Pudong
New Area, providing luxury accommodation and comprehensive
business facilities for travelers from around the world.

The most famous five-star hotels in Pudong New Area include:
* Shangri-La

* Marriot Renaissance

* Intercontinental

* Grand Hyatt

+ Ritz-Carlton

* Kerry Hotel

Source:
@ DTZ: "Shanghai 2011 Q4 Research Report"
@ Information from Pudong New Area Association of Enterprises with Foreign Investment
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Enterprise Testimonial

After 20 years of transformation, Pudong New
Area has become the core for foreign financial
institutions in Shanghai. Conveniently located in the
CBD, the Lujiazui finance and trade key functional
area has developed into China's economic traffic
control service. To further improve market access
and administrative efficiency, Pudong New Area has
opened up even further to foreign investment, and
has encouraged the establishment of a wide variety

of enterprises.

—— Goldin Factoring

Convention Facilities®

Exhibition halls and convention facilities are essential for
hosting large events. Pudong New Area has several state-of-
the-art exhibition venues, including the Shanghai International
Convention Center, the Shanghai New International Expo Centre
and Shanghai Pudong New Area Expo, and the 13 five-star hotels
in the Pudong New Area also are well-equipped to host large-
scale business functions. The successful hosting of the 2010
Shanghai Expo highlighted the enormous potential of Pudong
New Area's exhibition industry.

In 2012, 180 exhibitions/expos were held in Pudong New Area,
of which 157 were international exhibitions/expos, up 19.9%
from 2011. There were 11,209 conferences held during the first
three quarters of 2012, attended by 1,337,500 participants.



7. Summary

Research Summary

Based on the above survey, the three key aspects of Pudong New
Area with which the business community has declared itself most
satisfied are:

* Innovative Government Services

* Living Environment

* Infrastructure

The level of satisfaction of the businesses surveyed with innovative
government services and the living environment increased over
the previous year, while satisfaction with the environment
for business cooperation, human resources and infrastructure
remained generally at the same level.

The leadership and support provided by the government of
Pudong New Area has been indispensable to driving the area's
booming economic growth. The maturing cooperative business
environment has made Pudong New Area a destination of choice
for regional headquarters of multinational corporations and the
robust marketplace provides an opportunity for the Pudong's
management and technical experts to showcase their skills. The
superior living environment and comprehensive infrastructure
afford comfort and convenience to Pudong New Area's residents,
while the construction of harbors and airports has laid a solid
foundation for the development of a logistics mega-center in
Shanghai. The combination of all these elements has made
Pudong New Area a favorite of global investors.

Growth Drivers

As the economy continues to grow and industries continue
to evolve, enterprises need to improve their core values and
optimize their allocation of global resources. Industrial regions
will have to define their strategic positions in order to play to their
advantages as global industry reconfigures. It is in this context,
that the government of Pudong New Area will need to leverage
regional advantages, optimize industrial structures and accelerate
transformative economic growth. Pudong New Area will have
to seize these new opportunities and respond to these new
challenges if it is to continue to grow.
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Looking Forward

With the increasing constraints on resources and rising business
costs, there are mounting pressures for the transformation of social
and economic development. Innovation and entrepreneurship
need to become more dynamic, more creative individuals need
to be recruited, existing structures need to be adjusted, and
machinery needs to be modernized and refined. Pudong New
Area is prepared to respond to these new challenges and potential
needs. As a core of the Four Centers in Shanghai, Pudong New Area
is working to ensure that it has the competent human resources
needed to transform and upgrade its industrial segments and to
continue to develop the capacities of those resources.

To meet new opportunities and challenges, Pudong New Area
will use pilot policy programs and its leadership position in those
programs to drive industrial sector transformation. At the same
time as it continues to develop advanced manufacturing and
modern service industries, Pudong New Area also will focus on the
development of an economy for corporate regional headquarters,
high-tech industries and the optimization of industrial structures.
During the 12" Five Year Plan period, Pudong New Area will
continue to increase its attractiveness to both domestic and
foreign investors, aggressively optimize its investment structures
to draw foreign capital, and establish new policies to encourage
foreign investor participation in its capital markets, attract equity
investment and venture capital, and stimulate M&A activity and
restructuring. In addition, Pudong New Area will take steps to
implement the construction of an "IT smart city" by accelerating
the development of the urban fiber optic broadband network,
improving the city's integration of information technology and
industrialization and driving upgrades of traditional industries.
Pudong New Area's commitment to enhancing the investment
environment has already made it a dynamic destination for
the convergence of high-end talent, capital, technology and
innovation. Pudong New Area's efforts to fulfill its new mission
during the 12" Five Year Plan period will require it not to lose sight
of the future while it maintains its focus on present endeavors if
it is to take full use of its leadership position in the pilot reform
program.



Postscript

Throughout the 11™ Five-Year Plan period, Pudong New Area worked
continuously to improve its foreign investment environment, initiate
trial implementations of innovative policies, optimize industrial
structures, and promote Shanghai's Four Centers initiative. Guided
by policies that are designed to prioritize innovation and transfer
government functions, Pudong New Area has built a strong
industrial base, attracted a large talent pool and leveraged its
regional advantages and developed the other elements essential
to providing an attractive investment environment. It has achieved
substantial success in term of both the quantity and quality of
foreign investment utilization, and has made an enormous
contribution to Shanghai's rise as a global competitor.

In accordance with Shanghai's innovation-driven restructuring
and development strategies, during the 12" Five-Year Plan
period, Pudong New Area plans to accelerate the development of
independent innovation capacities. In 2011, investment designed
to promote scientific progress reached nearly RMB 23 billion,
driving the development of the advanced manufacturing industry,
a new generation of information technology, and strategic new
industries such as the biomedicine. The State Council has officially
approved Zhangjiang as a site for the construction of a national
independent innovation demonstration, where a succession of trial
policies is to be implemented, including stock option incentives;
technology, finance and talent accumulation; fiscal and tax
reform; and innovative government management, among others.
These efforts, paired with Pudong New Area's pilot initiatives and
vigorous development, will continue to drive Shanghai's growth
as a dynamic, international, innovation-oriented metropolis.

Looking to the future, Pudong New Area will continue to
strengthen global resource allocation and the comprehensive
service capabilities of its financial, logistics and trade centers, while

improving market systems and further enhancing organizational
concentration and efficiency. This should create an even better
investment and ecological climate for foreign enterprises, which
will in turn support Shanghai's Four Centers initiative.

The complexities of and fluctuations in the global and domestic
economy will continue to present both opportunities and
challenges for Pudong New Area. In this climate, Pudong New
Area's future developmental goals will be to speed up the
transition to new economic development models, improve its
international competitiveness, and accelerate its development
into a service-focused, innovation-driven growth economy.

We would like to extend our gratitude to the various leaders
and departments for their support for the "2011-2012 Shanghai
Pudong New Area White Paper on the Environment for Foreign
Investment”. In particular, we would like to thank the Pudong
New Area Association of Enterprises with Foreign Investment
for its extensive contribution to the data collection and analysis
for this White Paper. We also thank our special general partner,
Deloitte & Touche Tohmatsu Certified Public Accountants LLP, for
its professional technical support in composing the assessments
and case studies. And finally, our sincere gratitude to the companies
that participated in the study and interviews for their valuable
suggestions and feedback!

The assessments and case studies portion of the "2011-2012 Shanghai Pudong New Area White Paper on Environment for Foreign Investment" ("White Paper") was provided for the sole use of the Shanghai

Pudong New Area Business Committee ("Business Committee"). As the accuracy of its contents may be affected by events after publication, the White Paper is not suitable for use at different times or under

different circumstances, or by other parties for other purposes. Accordingly, the Business Committee agrees to use this White Paper only for the pre-specified purposes, and no other parties shall be entitled

to utilize this White Paper for any reason. The Business Committee may not share or disclose the White Paper with any third party, in full or in part, without our prior written consent. We agree that the

Business Committee will include this White Paper with the "2011-2012 Shanghai Pudong New Area White Paper on the Environment for Foreign Investment”, on the following conditions: 1) the White

Paper will be used only for general reference and shall not constitute the basis for any decision; readers shall not base any decisions solely on the contents of this White Paper, without seeking professional

advice regarding their particular circumstances; and 2) we will assume no liability to the Business Committee for any issues arising from improper use of the information contained in this White Paper by any

third parties. We will not bear duty of care or any other legal obligations (including but not limited to negligence) to any third parties (including but not limited to potential investors). All images contained

in this report were either authorized for use by SPAEFI or originated from Deloitte's image library.
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