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Editor's note: the purpose of this publication is to report the most recent developments in the field of
cross-border trade and investment in connection with China, as well as our practical experience therein.
However, this publication should not be treated as a substitute for a formal legal opinion in individual cases. If
you have received this publication more than once, or would like to subscribe or unsubscribe to this
publication, or follow up on any issues raised in this publication, please be in contact with the lawyer you
usually deal with at Dacheng Law Offices.
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H &b kA (ESRR T st D EENIIE G PFEHKRNESELY CRIE:
www.gov.cn, 201245 H 2 H)

State Council Releases Guiding Opinions of State Council on Enhancing Import and
Promoting Balanced Development of Foreign Trade (Source: www.gov.cn, May 2,
2012)
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On April 30, the State Council released the Guiding Opinions of State Council on
Enhancing Import and Promoting Balanced Development of Foreign Trade (the "Opinions"),
clarifying the measures for import enhancement including strengthening fiscal and tax
policy support as well as improving financial services. The Opinions put forward to further
optimize the structure of imported commodities, stabilize and guide the import of bulk
commodities, to actively expand the import of advanced technical equipment, key
components and parts, as well as energy raw materials, and to reinforce the import of
consumables to a justified extent. As clarified in the Opinions, to enhance the support for
fiscal and tax policies, the import tariff duties of some energy raw materials and of some
articles for daily use closely related to the living of the masses shall be reduced to an
appropriate degree by employing interim tax rates.
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State Council Announces the Decision of Revising Regulations on the Compulsory
Insurance for Liability for Traffic Accidents of Motor Vehicles (Source: www.gov.cn,
May 2, 2012)
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On March 30, the State Council announced the decision of the State Council on
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revising the Regulations on the Compulsory Insurance for Liability for Traffic Accidents of
Motor Vehicles, effective as of May 1, 2012. After such revision, the first paragraph of
Article 5 of the Regulations will be revised from original "Chinese-funded insurance
companies may, upon the approval of the CIRC, engage in the business of the compulsory
insurance for liability for traffic accidents of motor vehicles"” to "Insurance companies may,
upon the approval of the CIRC, engage in the business of the compulsory insurance for
liability for traffic accidents of motor vehicles”, which means that China will formally open
the market of compulsory insurance for liability for traffic accidents of motor vehicles for
foreign-funded insurance companies, and that China's insurance industry will enter into a
fully open age.
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China, Japan and South Korea Formally Signed the Agreement for the Promotion,
Facilitation and Protection of Investment (Source: Xinhua News Agency, May 14,
2012)
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On May 13, the Agreement among the Government of the People's Republic of China,
the Government of Japan and the Government of the Republic of Korea for the Promotion,
Facilitation and Protection of Investment was formally signed at the Fifth
China-Japan-ROK Leaders' Meeting. With 27 clauses and one additional protocol, the
Agreement covers all important contents generally included in an international investment
agreement and has clauses such as investment definition, applicable scope,
most-favored-nation treatment, national treatment, imposition, transfer, subrogation, tax,
general exceptions and dispute settlement.
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MOH Releases Circular of Ministry of Health on the Nature of Medical Institutions
Established by Social Capital and Circular of Ministry of Health on Determining the
Grades of Medical Institutions Established by Social Capital (Source: www.gov.cn,
May 21, 2012)
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MMEEZFD. KETTIERENN FHE, KNHEHELEH .

On April 13, the Ministry of Health (the "MOH") released the Circular of Ministry of
Health on the Nature of Medical Institutions Established by Social Capital, pointing out that
social capital may apply for the establishment of non-profit or for-profit medical institutions
at its own discretion according to operation purposes. On May 17, the Ministry of Health
released the Circular of Ministry of Health on Determining the Grades of Medical
Institutions Established by Social Capital, requiring health administrative authorities to
determine their grades in accordance with the Administrative Regulations on Medical
Institutions and the Establishment Plan for Medical Institutions when examining and
approving the hospitals established by social capital.
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SASAC Prints and Distributes Guiding Opinions on Actively Absorbing Private
Investment during SOE Restructuring (Source: www.sasac.gov.cn, May 28, 2012)

5H23H, ESRERRFLUEEBEZRRNAT KX TERE LU KFIEAHHR
BEIARBRENESEL (KB ), SHSISRESSEEKNEESR. <GB
ME, BRCUVAESNFHEAPSIARBREN, NABE=N WG HEMEEM
ZERBVSIANRBREMEBMEXREE, HESIANLGRNE. EERFMNAEFGHER
FREXRMRERZEEE, RERETESEEFEVAHIEARTUAETEHEE, B
S SR, T AN AR, TBUEMA TN A RER, TIBENER
AR BB INBF MR MBEHEESMEXSEER AW NHER.

On May 23, the State-owned Asset Supervision and Administration Commission of the
State Council (the "SASAC") printed and distributed the Guiding Opinions on Actively
Absorbing Private Investment during SOE Restructuring (the "Opinions™), encouraging and
guiding private capital to participate in the reform and restructuring of state-owned
enterprises (the "SOEs"). As specified in the Opinions, at the time of absorbing private
investment during SOE reform and restructuring, SOEs shall release the information
relating to the intention of absorbing private investment through property rights market,
media and internet with priority on the private investors that have good performance and
reputation, as well as the common goal with such SOEs. To participate in SOE reform and
restructuring, private investors may make monetary investment, or employ other ways of
capital contribution as permitted by laws and administrative regulations, such as capital
contribution in kind, and through intellectual property rights and land use rights. Investors
may participate in SOE reform and restructuring through equity acquisition, direct
investment, acquisition of convertible bonds, lease financing and otherwise.
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China to Launch Direct Trading Between RMB and Japanese Yen (Source: Xinhua
News Agency, May 28, 2012)
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On May 29, the China Foreign Exchange Trading System issued the Announcement on
Developing Direct Trading between RMB and Japanese Yen upon authorization from the
People's Bank of China, declaring to improve the trading mode between RMB and the
Japanese Yen (CNY/JPY) and launch direct trading between the two currencies on the
inter-bank foreign exchange market. According to the relevant provisions, the trading
between RMB and the Japanese Yen on the inter-bank foreign exchange market will
practice direct trading market operator system from June 1, and the direct market operators
shall bear the relevant obligations of continuously providing direct CNY/JPY trading
quotations of buying and selling to inject vitality into to the market.

ER, BHARBXATTCRAENERE . ARTXSAITCERA B4 IR
BELYAARTXNETLCEAENURETNBITULRERLN, AAREERERS
RN, BIFREINCRZSHOT8RRITEINCTIGAZR R TEINC T
BHARTXNATEEZZMTEIIN, FEEXSMHERNFEY, SEEEART
Xt B IT LR A E .

Meanwhile, the formation of the middle price of the CNY/JPY exchange rate will be
improved. Previously, the CNY/JPY middle price was formed on the basis of the CNY/USD
middle price and the USD/JPY exchange rate. But it will be determined by the quotation of
the direct trading operators, that is to say, the China Foreign Exchange Trading System will,
before the opening of inter-bank foreign exchange market each day, inquire the CNY/JPY
direct trading operators on the inter-bank foreign exchange market, and calculate the
average quotation of such direct trading operators to get the middle price of CNY/JPY
exchange rate of the very day.
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Development Plan of National Strategic Emerging Sectors during 12th Five-Year
Period Passed at the Executive Meeting of the State Council (Source: www.gov.cn,
May 31, 2012)
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On May 30, Wen Jiabao, Premier of the State Council, chaired an executive meeting of
the State Council, at which the Development Plan of National Strategic Emerging Sectors
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during 12th Five-Year Period (the "Plan") was deliberated and passed, pointing out the key
development direction and major tasks of 7 strategic emerging sectors, as well as 20 key
projects. The 7 strategic emerging sectors are energy-saving environmental protection,
new-generation information technology, biology, high-end equipment manufacturing, new
energy, new materials and new-energy automobile.

Top
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Yield Rate of Foreign Capital in China is Twice the Yield Rate of China's Capital
Abroad (Source: http://cbnweekly.dooland.com/, May 2, 2012)
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According to the statistics, the yield rate of foreign capital in China is nearly twice the
yield rate of China's capital abroad. State Administration of Foreign Exchange clarified that
the yield of China's investment aboard in 2011 is 128 billion dollars. But according to the
data, the cost of China's liabilities abroad in 2011 is 154.9 billion dollars and the net deficit
is 26.8 billion dollars. According to the International Investment Position of China in the
End of 2011, which were promulgated by State Administration of Foreign Exchange,
China's capital abroad in the end of 2011 accumulatively is 4,700 billion dollars, and
China’s liabilities abroad is 2, 000 billion dollars, and it can be calculated that the
accumulative yield rate of China's capital abroad is 2.7% and the accumulative cost of
China's liabilities abroad is 5.2%. That is to say, the yield rate of foreign capital in China is
nearly twice China's investment abroad.

Top
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Foreign Parts Magnates Strongly Implement Local Expansion in China (Source: 21st
Century Business Herald, May 16, 2012)
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The two major European parts magnates-Bosch and Valeo are now intensifying its
steps in local expansion in China. On April 25, an automotive electronics joint venture was
established, consisting of Bosch China, Cherry Auto and Atech Automotive Technology Co.,
Ltd. The three parties will integrate Atech’s existing automotive multimedia business in
Wuhu to develop and produce automotive multimedia products, including automotive
instrument cluster and infotainment system. On May 11, Valeo’s new factory in Huadu,
Guangzhou, located nearby Dongfeng Nissan Production Factory, started its production.
This factory manufactures electrical motors and is Valeo’s 22nd factory in China. Valeo
plans to rapidly expand its scale in China in the next few years.

Top
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Alibaba to Buy back 20% Stake Held by Yahoo for only USD7.1 Billion (Source:
www.xinhua.org, May 21, 2012)
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Alibaba Group announced on May 21 that it has reached a buyback agreement with
Yahoo that Alibaba Group will buy back Yahoo's 20% stake in Alibaba Group for USD6.3
billion cash and not more than USD800 million of newly-increased preferred shares of
Alibaba Group. The voting right of Yahoo and SoftBank in Alibaba will be diluted
remarkably. Alibaba said that after the deal is closed, the voting right of Softbank and Yahoo
in the new Board will reduce to 50% below.

fEEBEMEBNRNEIEXRIAT 7 Fal. 2005 F, FEE 10 {Z3£TH
EHREHRENES, HikTHEEEEREL 40%MKRG.

The equity partnership between Alibaba and Yahoo began 7 years ago. In 2005, Yahoo
exchanged USD1 billion plus Yahoo China's assets for about 40% stake in Alibaba Group.
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SR PEAREXPMEZECVEMNERMNERZZNEXEERER
An Overview of Considerations for Chinese Companies in
Acquiring and Operating Business in the United States and
Engaging in Other U.S. Transactions®

EE: LEE - M- DHIKEEITESE
By: Andrew M. Ross, Loeb & Loeb LLP

WRBZHHPEATEEEHTHEE. ZEREVKSEHEMBERE, M
i E B B iR, FAMNRZ 7 XGIBHEMEEE QR TR MEX EE 2 R HIE LK
MR ERBRAERBERAR TR —%REE CAD/ICAM HHGATNEE. HibiTs
FERXRN T LA 2 AR BARIEBRERARIR . XIS BARE AT T & FMmE T
AE, BRERATUTEN: itHEFSREEEMHEAXZETS. WBHHEARFME AR
PR AR UG SRR AR B A S RE. 5170, 2010 £ 9 ARKAEEFERERASEH
HEEAFKUBEEN—REEHRE. BHHIRSESIKABZEEKSEREMNIENR: ‘%
EEFARAZNIERWE EEE~HIFRA.”

A growing number of Chinese companies have made acquisitions, entered into joint
ventures or engaged in Greenfield investments in the United States in furtherance of their
particular strategic goals. Examples of recent deals include two acquisitions of U.S. companies
by Alibaba and the acquisition of a U.S. CAD/CAM company by ZWCAD Software, Co., Ltd.
Many other Chinese companies are considering doing so for their own strategic objectives.
These strategic objectives will vary from company to company and industry to industry, but
typical reasons include more direct access to the U.S. market for Chinese goods, acquisitions of
technology and other intellectual property, acquisitions of brands and access to distribution
channels. For example, Bosideng International Holdings announced in September 2010 that it is
looking to acquire a retail store in the United States. Bosideng's Chairman, Gao Dekang, was
quoted in Forbes' magazine stating “[t]he economic downturn makes it a good time to shop for
U.S. assets.”

EHRZHERNTER, HITEEMEZEREE—MEBRSI HHERTIE. mALH
B BNATREREINE, HAE(INEENRZZTE. IFEEZENIEARABBER
ANEERTENZZEELINERER, UEEENEREEREBARENPEARMNIFSE
B SEEZmMERRE. A (1) R TERXLEXELZBZNRETENIEEZERR,
HE (2) BETAHTARLEREZHREN, UASEEZEARUVSHEINEEEZRFE
MELEEFRZ;, BNETILH, XFENENKIETIE, FEBETELRML LR,
R E SRR X e 8 R P ]St 5 B R TR, A8 R R BE 98 SRR MR TAY B #RTF
MAZ o

Many Chinese companies consider the appropriate U.S. acquisition an attractive strategic
opportunity. Some though may hesitate to proceed due to concerns regarding the U.S.

1 © 2010 Bloomberg Finance L.P. All rights reserved. Originally published by Bloomberg Finance L.P. in the Vol. 3, No. 7
edition of the Bloomberg Law Reports—Asia Pacific. Reprinted with permission. Bloomberg Law Reports® is a registered
trademark and service mark of Bloomberg Finance L.P.
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transaction process and, perhaps even more significantly, business and legal matters regarding
the operation of the acquired U.S. company post-transaction and whether there is any potential
impact under U.S. regulatory requirements on the non-U.S. business of the Chinese company.
This paper: (1) provides an overview of certain key U.S. legal and process considerations
regarding both aspects, and (2) explains how some assumptions are false, as well as of certain
positive aspects of the U.S. legal system as it pertains to conducting business in the United
States, with the purpose of demonstrating that, for a worthwhile strategic opportunity and with
proper planning and implementation, Chinese companies should not be dissuaded by these
considerations from proceeding with their U.S. strategic plans and instead can achieve their
objectives and benefit thereby.

XHUBRSENEERR

Transaction Process Considerations

AN EERZHIERN LD EEETIVE. SREHAZETZNFHELNTRIF
BNEIRMERMEL, EZREAZETINPEATERERZEENZZZERER,
XL Z ARG AT REZ LR F TN . AEENZ ZBRMBEILBERRGIHITH, &
REZRMEBRESR, FEXIEEZENFIN. Bit, REZHEFNHHHEAZHREH—
PNFEINMTERE, HEREZETEE T WARRBEFE M e R A e,

There are several aspects of the U.S. transaction process which will be discussed in this
paper. Chinese companies contemplating entering the U.S. market are faced with many of the
same transactional considerations which may be novel to them compared to those considerations
first faced by earlier entrants into the U.S. market. Transactions in the United States are carried
out in accordance with U.S. practices generally which involve various considerations and are
subject to U.S. laws. Thus, most new market entrants are subject to a learning curve and would
benefit from the assistance of expert U.S. legal counsel and other advisers.

wEBEBR
Identifying Potential Targets

FEAR—BEME T EEBEE —XNEWRBERZ 5 LI B, RYINESHMEH
ERBFEEINXLEEFNER QA RBFZFEARSEEQRRAFIZENER, EF6
RBENE (MRERZHEARLSEIE) BEBIRAT. EXMELT, PEATAUAFAR
BERR, VIZHEBLEEARAEERARSI NS, #MEERHEN TS
X3 5B Kl

Once a Chinese company has established the strategic objectives it wants to obtain from an
inbound U.S. transaction, the initial task is to identify U.S. companies that may enable the
company to achieve these goals. Depending upon the Chinese company's own experience with
U.S. companies, it may be familiar with many, if not the majority, of potential targets. In that
case, the Chinese company may use its own resources to initially determine which U.S.
companies may be the most attractive opportunities and then proceed to assess the potential
interest in a transaction on the part of the identified companies.
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MBRAERRNETBABRARTNY, IANBEERO ALK, BARDEER
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If the Chinese company does not have such in-depth knowledge or expertise or does not
want its interest to become publicly known, at least initially, a common alternative approach is
to engage an U.S. investment banker to assess the U.S. market and identify and conduct research
on potential targets. Engaging an investment banker for such an assignment can be beneficial in
that it is an excellent means of obtaining an assessment of the market as well as many of its
players.

EREELT, PEQASEER BB ERIMES. SHIMESHRR
FRIMTREXRTEESREENZERANER. REAFN—ERZ, XMBERKRBIZE
ERRERBRI KRS, HAAURCSABRELIRBETHXER, XRS5 ERGTATRE,
BERAEES5 ERGTAEENEEATHATEM, MM FIFEXEEENEFTS.

In some cases, a Chinese company may receive, either directly or through intermediaries,
such as its law firm or accounting firm or an investment banker, information about an U.S.
company that is being marketed. Such a situation can be advantageous in that it indicates that
the U.S. company is actively exploring a transaction and presumably has assembled relevant
information for prospective buyers, potentially unlike the foregoing approaches, but does not
have the same foundation of a thorough market analysis to help assess whether this is an optimal
opportunity.

NMR—KAELNFNAEEKEERARREMNEER P ZE, NEKITIEEHAX—
R HURNES (BFERINBEF), FERmENARFIRRMELEEN S BiR.

A Chinese company which decides that its strategic objectives may benefit from a U.S.
transaction must decide what assets to allocate to this process, both internal and external, and
how best to identify and approach appropriate targets.

E{ERER

Valuation Metrics

EEE, NAREITIYHARBEXRANGERERS G EREMAE. BMETLAEE,
NFENIAEBIRQRTHENT AL ARERAE, EHWEREHE, AR2E LT,
NENMENFEESE. EZEBEERAAN, WBHEFEARNS THRERAmEER
MfEETTE. XATUHAREARBTEMBITHE, BIUTBENBERL, AERFEN
KRS EMITI ERHAITHE

Different valuation metrics or methodologies are commonly used in the United States in
pricing companies in different industries. Even within an industry, methods may vary per target
company based on factors such as whether the company is public or private, its size and its
margins, among others. In considering potential targets, a Chinese company should be aware of
the commonly used applicable valuation methodology. This can either be ascertained by the
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Chinese company itself based on its research or, as is very often the case, through experienced
investment advisors or other industry experts.

IR EEB RN RRBEE

Buyer's Due Diligence of the Prospective Target

REVASHEIHEEEBRARANEEXREZN, XER/RTHEBEERRATNMNE. &
BIMNE, ML EBIRA B EEHEMMIZE DR AT st — Dt E 2 8] 1 AR
Bir. RIFEESLEBIrABNAHEE, RILINREESLREZEB OO EFEEHET
TRl EE. 2t RARERAL, WEBEEREMNPZH. EIRRAESRE, IR
(BESHEME—R’) PIARESTEMA RS B ATHTR S, URWNRE, EF0
FERHIT. BN —EBEIRTENRRBAEHNE N HTEHBRAREBHHEE, INAT
SIERAFIZM, HFINIRBRIFAERTN VL EN . BRERAIUBITRERNHITRIRAL,
BRZHEEMOH B NXMHECE, BAMITIAN—EEBUNRTIBEBIRRFER
&, FREEEMIESEZRSIMLIE. BX L, REHMAQOHFLSBENEEPEIR
BRI\VBABMAEZTFE, UFHBHEACREFIRTSE, HFEMHTHNRZFEa TR
HFmAEXTHERAFIE.

Due diligence is critical in evaluating a prospective target company, including its strengths,
weaknesses, value, and ultimately determining whether and to what extent the target company
may further the Chinese company's strategic objectives. Due diligence pertains to all aspects of
the target, thus the prospective buyer will benefit if it and its advisers engage in business due
diligence, legal due diligence, accounting due diligence, technology due diligence, and other due
diligence as appropriate. After the due diligence process, the buyer, often in conjunction with its
advisers, must decide whether it will proceed with a transaction with the target, and if so, on
what terms. On occasion, some prospective buyers will not devote substantial attention or
resources to various aspects of due diligence, believing that the failure to do so will not
adversely impact them or will otherwise be unnecessary. While this is a decision to be made by
the buyer, most U.S. advisors would strongly recommend against this approach, believing that
some problems not uncovered in due diligence can often not be adequately redressed later. In
fact, most advisors would counsel that due diligence should be perceived by prospective
Chinese buyers as the critical means to satisfy itself that it is acting prudently and in the best
interests of its company and its stakeholders in proceeding with a transaction.

BURIRASTHEREEN 3, ENXBIERAET: HIBEEBERARREERS
FREBBIH P ERLEPELRKKBFFRNELBiR. BEXLRERLVRINFE
PEEXBEER, FACKITBFRATNEEAR. &MXER. k. mighiARg
MaFRRHITON. —PMERFENRFRITR AU T ERERKRIFEE.

Business due diligence is undoubtedly the most important aspect in that it is critical to
judging whether, the potential target meets, or can be developed to meet, the business objectives
underlying the Chinese company's strategic goals. The prospective buyer plays a critical role in
this business due diligence, analyzing the target company's business practices, relationships,
results, position in the market and future opportunities, among other elements. A knowledgeable
investment banker can be of great assistance in this regard.
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—RME, ERRFE (BEEAREMMNRPE QR EE IS BARgti TR A
FHIED) HREZBENE: WEEAEREREFAEMRENLEMNRZ S BIR=4ERmEmn
HIERHES. — P EENGFE: SRBENRERARATN, BFZEIR=NEE, LFIA
ZABREHAEBHRINEIASN. ZERINBATOEREN T BRI 2 BT/t
MAEREA, UREFLERT, WEAXLEGIANGENZIE, MES—LBAT, &
BCREBAA X ARIP LR 2 X X RPN, FRBASERTER AR,
ERZEBRRIATHN &5, EARBEPESATENEFINEEE AR R ENRFIEE. 2
BRZE=ZFTNER. UERRIRLEFEE, FRBFRATNERSEMEMERMH,
BEfE A RSP X B R AR FET AN, UMEFEMLEEZENK (WMRENIE), UKEE
FRAREENE LR TEZHEEEHLSHNF . ZERRASRIEN—PMREEMTF
ERUETXHMEMBEERFE Bt R B ERBHESERZRN AT RHITIZEE, #
MAERZEVSGNEREREREREREEN, URER S EHEERE FEERESEIU
HENGXHITIZEE

Broadly speaking, the ultimate purpose of legal due diligence, i.e., the investigation of legal
matters regarding the U.S. acquisition candidate by U.S. legal counsel on behalf of the Chinese
company, is to determine whether, from a legal perspective, there are circumstances or
impediments which might adversely affect the buyer's transaction objectives. A simple example
is an examination of the chain of title of intellectual property in the case of an acquisition of a
technology company so as to confirm that the company does own the intellectual property as
claimed. Legal due diligence includes identifying and analyzing legal problems that exist or may
potentially arise with respect to the target company and, in some instances, assessing their
impact on valuation and, in other instances, advocating measures to protect the buyer from these
legal problems, as well as to allocate legal responsibility for them to the seller. As part of legal
due diligence, counsel reviews the target's material contracts and other material documents for
matters such as potential loss of rights upon a change of control, and the need for third-party
consents and outstanding litigation. The counsel then analyzes them to determine what legal
risks, if any, exist with respect to them, as well as the target company's right to carry on its
business post-closing under its existing arrangements. Legal due diligence is also important as a
means of determining, based upon documents and other materials, whether the target company
is being operated in accordance with applicable laws, and thus whether its operating results are
sound from a legal perspective and legally it can continue to be operated in the same manner
post-transaction.

VENRIVAE A S BRHITUEG A, BNRNERE (NEHS. Ko 5H
fhArIEF), WEBEELRTRFE- XXMM TRE2ENRRALZ. BERARRAEHE
LERmEmal. UIZBAPELERBITHT, EZERP A S AR MSEIHE KRR BRN
AJREM; BEERMEBIEEREEWD (BFEECEYVHMEEEEARME), UXBEBER
TEEXERERTR, HEBEBBEUS AR RAETRMREMFTHNEMAR), K
MNAERRRANEF . RIRASHIDE R EFHEORNRA, EXBNEHRESEMNAER
MELIAE, MMEEBEPEEZREBNHINBIRATN TR R

Due diligence can, if desired, be done in stages to limit costs, although if timing is critical,
such as in an auction, a bankruptcy or other competitive bidding process, the prospective buyer
may need to engage in the full due diligence at one time. While certain aspects of due diligence
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can and should be performed by the Chinese buyer on its own behalf, in order to properly
protect itself and enhance its prospects of realizing its strategic goals, the Chinese company
would be best served by retaining upfront various U.S. advisors, including, at least initially, U.S.
legal counsel and, in general, a U.S. investment banker, and subsequently financial personnel,
technology experts and others as the process dictates. Due diligence does involve a commitment
of resources, but it is critical to ensure thorough and accurate fact finding, and thus enable the
prospective Chinese buyer to have maximum understanding of the proposed target.

BRARINBEXIRNRIRFPE
Target's Due Diligence of Prospective Buyer

BRZGATREERAISEMEERSPFEIRMBNEE L FEREEM KT
FEZERLSHTFRR, VEE QR RERES AGRMIERERIX FHEEZRHFTHR
BUAENMIZZR RN

Assuming the transaction does not involve the U.S. company or its owners receiving equity
in the Chinese buyer or otherwise having a valid reason to be concerned about the Chinese
buyer's business or financial condition, the amount of any due diligence performed by the U.S.
company regarding the Chinese buyer which the U.S. company can persuasively argue it must
conduct should be expected to be limited.

FREBEMIHNEERR

Certain Potential Purchase Agreement Considerations

A HFATE N LB E RN S ISR ST . EFEhEIRE
12 HFTRFER AT RO RRAEN, IRERRE ‘EEHR” IWBEIE =
E1RG", WARA=EBEIEEAREEMENRE, EEARESEEEQARIRERTHRZ
Zo A, ARSCKFIH—LZFRME M. FELZFZERETRESERE ‘EEIMERE
RK” (CFIUS) WMEBITHR, XBHEEBNNERRE, ULXFTEPERE
BRI INRZ ST REARAE. FTREEIIN— P a@E, LXVHFHFIEEREEEK
ERAERBRINER. RZ, ERFATLUKBXFENILZG: IFESEEZ TS,
AXEBRMEZZENEE, ENZAE—D “BXXSERIN (fiduciary out) Fk—1E
AE—ERGFERFNERF TN APITIHEZ ZKIE. AXMERLT, MREAT
XEFAE, WHELIRERSEIRABEZERBRENT. RBEERG, F2ETAZH
EERAAABHREEZRNBEFE, ZEEMEXEHARSRBNIIGERZH MBI
XEERE (BEREXEQAMEMNNER, ENESEMMNMNANNER) MER, 7
BAEEINERREEE R
It is not the purpose of this paper to discuss the terms and conditions of transaction
agreements generally utilized in the United States. A Chinese buyer might do well to bear in
mind though that insisting on an agreement approach involving terms and conditions which
deviate substantially from those viewed as "U.S. style" or are dramatically contrary to "U.S.
practices” may be disfavored by U.S. companies and their advisors and may even result in U.S.
companies electing to not consummate a transaction. Accordingly, a few terms and issues are
noted here. The Chinese buyer will have to decide whether to make a filing under the
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Committee on Foreign Investment in the United States ("CFIUS"), which then triggers a U.S.
government approval process, and will need various Chinese regulatory approvals for a
transaction and the export of foreign currency. One issue which may arise is whether, as
between them, the buyer in particular will require the seller to bear the financial cost of the
failure to obtain any approval. Conversely, the buyer may take the position that even though it
has signed a transaction agreement, between the time it does so and the closing, it should have a
"fiduciary out"—a basis not to close if another deal is in the best interests of its stockholders. In
this case it would not be unusual for the Chinese buyer to seek a fee if this provision is
employed. Consistent with U.S. practice, and especially in light of most U.S. companies
unfamiliarity with Chinese laws and its judicial system, U.S. parties should be expected to take
the position that the transaction agreements must be governed by U.S. law, often the law of the
state in which the U.S. company resides, or sometimes of another state such as New York, and
that any dispute will be resolved in the United States.

BRXZBEERBERNEERR

Consideration of Post-Transaction Legal Requirements

HEERFITEEZGN, RESEARIFINBIIEZELEETERER: (1) XEX
BARENFPE AT ASEEAEZEREIIMVFEERERNENE (WREMNIE), UK (2)
XHfE, EEEENTEEBRATNEZRES. AXXCHTIERZZRIIMEZEREXSFHE
AiB@. X FE—R, BREZXHELEFEINENS, FERBBN A ATEXZSEEE
REZRE, WEEEBRTNNHPEEREXE RIS =EERZMESEMZNE, BR
SERPEERFEAEZERIMIV S ENREZEBRNFHITRERE. 2TE_R, Xk
EREATERERNMAE L, Ait, BR—EEEAREUED, BElBERNEE
—REELWSES—RALLARLFARFIMA, AIRZZAAFBIZERE, HEBER
MRRXEAABNIRERBEEZINEREE, MYXREEQRFEFETFNEIN. &
XHX—EAMNETFEREOHKIEERN. BEERTEESY (RREMZMH41TL)
B RREMERERERN.

In contemplating a U.S. transaction, two key legal considerations for deciding whether to
proceed are: (1) what impact, if any, U.S. laws may have on the Chinese company itself and its
business operations outside the United States, and (2) the significance of U.S. laws to the U.S.
target post-transaction. The application post-transaction of several key legal obligations will be
discussed in this paper. Regarding the first point, assuming the transaction has been structured
properly and the acquired operation is operated properly post-transaction, U.S. laws should not
impact the Chinese buyer's business materially or at all outside the United States, nor would it
require significant disclosure with the U.S. government regarding non-U.S. activities of the
Chinese buyer. As to the second point, these laws apply to all businesses located in the United
States, so while some may appear to be burdensome, they generally should not materially
disadvantage one U.S. business versus another provided that the business is operated properly
and in general should not apply in a materially adverse manner to the U.S. company merely
because it now has a foreign owner. This section of the article focuses on selected material laws
and legal principles which apply to U.S. businesses generally, regardless of their industry.
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EEBAEH

U.S. Federal Income Taxes

UTEENEZEEXTEBRERXNEIZXERBAEHORE. HEE, AXFERE
AIEEEHRFSER, SHHPEARNSHEFETSHIG.

The following discusses the major U.S. federal income tax issues that are generally relevant
in this context. Note that this paper does not address any non-U.S. tax considerations and a
Chinese company should consult its own Chinese tax advisors.

EEF AR SR SH AR

Taxation and Income Tax Reporting for the U.S. Subsidiary

HEERZENEEFRRAFTERIBAMET BRI, PILIE RN AT 05 Rk
x®, FHPARNBR. EEFARBLIRZESRERET (WEM), WRRSFEZSL
A MEMAXETHITNRELERZ S (HIWN, SMNzEHITHERNRBEEESE). BRT
EEFRAREHBRBAEHBARRPEEFELIRAZFLARNAEENEMIELEER
Rz, EEBAEHRREPRBERNZRHITERELHTHERNEMIKE, HRAK
RERFITERELGWIFERIZEVEHERNEMHKE.

The U.S. subsidiary conducting business in the U.S. would be required to file federal
income tax returns, as well as applicable state and local tax returns, and pay any taxes due. The
U.S. subsidiary also must file information returns if applicable, such as to report certain
transactions with its Chinese parent and other related parties (for example, purchases and sales
of goods between them). Other than the disclosure in the U.S. subsidiary's federal income tax
return of the Chinese buyer as the owner of the subsidiary or any such information returns, no
disclosure would usually be required regarding the Chinese buyer, or at all regarding its non-
U.S. operations as part of federal income tax filings.

AR
Dividends

EEF AR LU AR INE SSASATL R, BRRPUERIE R 2REREMLLF F
HEEBN, FHHSTOLBEZEEFRB(RS), Fi3Z IRS RBUIKBLFEKRITHZ
R (MEXMBERATAFEFLR) FER. REXESERNMEEZEEX Z B
SHE, IENANLSTRESTLFN 30%. IREEEFARAETRETATINI
F, TR TORLD 7 10%, ErTiREHFESARENEXEEPZEMEHRNENL
&, m—RERLTXNIZAFEBR. MRNNEEZLF, WANERHEFLF[E
EERBRZEMBERNG, REENNESMTEHEETFARHITHAH.

In the event that a U.S. subsidiary elects to pay dividends to any foreign entity, it may do so
but it must withhold U.S. tax from the dividend at the legally required rate, remit the amount
withheld to the U.S. Internal Revenue Service ("IRS"), and file IRS forms disclosing (among
other things) the name of the recipient, i.e., in this case, the Chinese parent. Subject to a tax
treaty between the United States and the applicable foreign jurisdiction, withholding is generally
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required at an amount equal to 30 percent of the dividend. In the case of a dividend by a U.S.
subsidiary to a Chinese parent, the amount required to be withheld is reduced to 10 percent,
provided that the Chinese parent is otherwise entitled to the benefits of the income tax treaty
between the U.S. and China, which in the ordinary course should not be problematic. The mere
receipt of a dividend should not require the Chinese parent itself to make any filing with the IRS,
provided that the appropriate amount is fully withheld by the U.S. subsidiary.

HESIRNEEFARRSHNERTE
Limited Exposure of Chinese Buyers to U.S. Subsidiary Liabilities

EHERZEEAT, REEISNQAAEFNEMBUESRIES, WREXERE, £
AERAENHPEIR AN HEEEHERFARNRS AR

In the overwhelming majority of circumstances, so long as appropriate corporate
procedures and other practices are observed, the Chinese buyer, as the parent company, should
not be liable under U.S. law for the liabilities of its acquired U.S. subsidiary.

SEIESFEANPELRNTER M

Inapplicability to Chinese Buyers of U.S. Securities Laws

HEZHELCWVEHEER AEBREEILFENETHN “EHRR", FHEHENMNRKRE
FEEIUESFRZ S MIESFTZHH#HITR S EETLEERLT, B ‘LW M—%a, F
B AR BAENE B S REFARURENNEXRS I MHEITH SN RE BIFHN R
FE, HEAXSHITRHEAT ZRNERAATRE, HFEESZIMHEMEAREIERLN
#. ML T, MRIIEELREREEEABNARLITIES (NTE2UAREBEEL), N
SNE SERANZHEEILZEANT LY, FEREEREILSX, IME LRI HBEELEMIKE.
Hit, SRAFLITHEEE, HEWERFHITHRERNZIINERIEH AN . mH, BME
SNEZERBILITHEHWIES RN E2MAHAWEER, RIEXEQARATFMBLTR
A HEREABRXRZHRA, BUREILSE, PEERDARAEFTE LA LITHRHERHITA
FRE. ANEOUAZIEFERNENFEAAREERNFYN, BEREZZHTE, BF
REEBIEFATHEER XN ERERBR ERNEEAENT N,

A significant number of Chinese companies have chosen to become "public companies™
under the U.S. securities laws, and their shares are traded on U.S. securities exchanges and
markets. In any such case the Chinese company is required to make initial substantial and
detailed public disclosures regarding itself and its subsidiaries and their worldwide operations as
part of "going public”, as well as being obligated to make ongoing extensive periodic public
reports, and automatically becomes subject to various other laws and regulations. By contrast,
an acquisition of a U.S. company by a foreign buyer pursuant to which the foreign buyer does
not issue any securities, for example a purchase solely for money, does not subject the foreign
buyer to U.S. securities laws and the foreign buyer does not need to make any disclosures
thereunder. Thus, such an acquisition is much less revealing and much less intrusive than a
public offering. Moreover, even if the foreign buyer does pay for the U.S. company by issuing
its own securities in whole or in part, except under circumstances where the U.S. company is
itself already a public company or has a very significant number of stockholders, the foreign
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buyer would still not need to make public disclosures under the securities laws comparable to
those in a public offering. Nor would it become subject to the ongoing public reporting
requirements under the securities laws, although with respect to the transaction it would be
subject to the U.S. laws governing material misstatements or omissions in the context of an offer
and sale of securities.

XE ‘RBINERUE NHEIRNERERME
Limited Applicability to Chinese Buyers of the U.S. Foreign Corrupt Practices Act

XE ‘RBINBEUE” (FCPA) ZIFXERRRAXRER (NMSRAR. EFRRK)
ESNE BN B RS E fth R L INE A AR LTI, UEINE B RNITATORE
%, MBI TEREATRREHBELS. EEQATAEIIELATWBE, HRLAZE
FCPA M2y, (BE, INEERHFTHNEEXREFLRILXIMIEEEER, 7% FCPA 1F]
24, BAit, SMNEZRBEAHEIEUE B XMNE LRSI 2S0ER) . B2, EERH
MSNERANIZR: IRERRATEYTECHSREFTLSMmEN THEEFARMN
M, MBSETHEIENER; WiRHE FCPA, ERAREERE.

The U.S. Foreign Corrupt Practices Act (the "FCPA™) prohibits certain types of payments
to foreign government officials or certain other foreign persons by U.S. companies and related
parties, such as officers, directors or stockholders to, inter alia, influence acts or decisions of
foreign official to assist in obtaining or retaining business for the U.S. company. A U.S.
company does not cease to be subject to the FCPA if it is acquired by a foreign company. Non-
U.S. activities conducted by the foreign buyer unrelated to its U.S. subsidiary do not, however,
become subject to the FCPA, and thus the foreign buyer does not become prohibited from
engaging in the enumerated activities on its own behalf. Nonetheless, a foreign stockholder of a
U.S. company should be cautious and bear in mind that it would be liable under the FCPA if it
engaged in the prohibited activities not in order to assist itself in obtaining or retaining business
for itself, but if it did so for the benefit of its U.S. subsidiary.

AR

Environmental Laws

EEMEFR M ERPINE T EFIFEAENETFERBTEENIMROERE, B ‘&
BIMER N BEMTEE" (CERCLA), Hf—WwEERATERAARETE, MAZ
BEFSRAER. —EEEERTAEEYRANERVIZERFRXESEDTRPALF, ™
HAMAERNE R T RIS 20 = E B N FR5RNAE =, FEFEHITEE.
BFIREENZM, BEFZEAT, REEEMEMEMmENT Z2520EN. &

“United States v. Bestfoods,524 U.S. 51 (1998)” AEENH, ZEHEEREVIWEIEZEEH
=Ab, BEMZTEARXNFARER CERCLA EEAIEATMMKIE. WEME, &
EFE B ATRNEFARNAR CERCLA FFEARTAUTLOHIER: &k, SBATHN
FRAAINSMEFHME, FARN “AREZY BIEBEFL BRI ENAEERIBEFE;
HR, SRR E5HITENTFLAI I BENEHR. X TEBARMNEERE, &
BRIAA, BRE “DREE. 155 IPITERSREEMRXRNZE, B, BEXISHR.
ER RV BEREFIMNE LN RER X i, AAUNEERTE. Bitt, XPMEGITE
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NE AT LAESFMm A2 CERCLA THEMRRFABUERH TS

The United States, at the federal, state and local level has numerous, often overlapping and
detailed environmental laws, including the Comprehensive Environmental Response,
Compensation and Liability Act ("CERCLA"). Some of these are based on strict liability rather
than a fault-based system. Some laws pertain to hazardous substances and companies that use
them in the operation of a business, while others apply to the production and emission of wastes
and pollutants. In the case of contaminated properties, cleanup is often required. Due to the
extensive nature of environmental laws, in many cases, extensive involvement of environmental
legal counsel and other advisers is necessary. The U.S. Supreme Court, the highest judicial body
in the United States, has established the basis under which a parent corporation may or may not
be liable for a violation of the CERCLA by its subsidiary in United States v. Bestfoods, 524 U.S.
51 (1998) In brief, the Supreme Court limited a parent corporation's CERCLA liability of a
subsidiary corporation to limited circumstances: first, when the commonality of identity
between the parent and the subsidiary is such that the subsidiary's corporate veil is pierced under
the state law under which the subsidiary is organized ; second, when the parent actively
participates in and exercises control over the operations of the subsidiary's facility. With respect
to the parent's direct liability, the court held that the parent "must manage, direct, or conduct
operations specifically related to pollution, that is, operations having to do with the leakage or
disposal of hazardous wastes or decisions about compliance with environmental regulations™ in
order to be held liable. As a result, this case provides guidance as to the procedures and practices
that a parent corporation can observe, and thereby not be liable under CERCLA.

XE ‘FRIFEER NHPEIRNERERHYE
Limited Applicability to Chinese Buyers of U.S. Product Liability Law

RI\EEZEZER, W TFHEHHEAREN~MmEIEZENSINE LT, AJLABREN M
FIERZEHHBEETRE. LT, MIREEFLAREXEFHENHERREMN =M, N
EEHERAT, MEFRAFTRERE. BERFRT AR EEERES TR AT AT
HITAMERBRRTENTE, ESBBEMZAIBIULE&FFESE, FESIEZGR
= B HERHER ML, XiHNERARREBEFAE S AH.

A foreign company that manufactures or sells defective products into the United States can
be found responsible under U.S. law for damages from resulting product liability claims. By
contrast, the manufacture and sale in the United States of defective products by a U.S.
subsidiary should, under appropriate circumstances, not expose the foreign parent to liability.
Although the product liability area is one in which U.S. courts are more prone to hold a parent
corporation liable for its subsidiary's actions, various conditions must be met before it will
generally do so and the foreign company parent is in a better defensive position than if it had
manufactured or sold the goods itself.

AL A

Labor and Employment Laws

XTHEZENRTRE. BEA. 8. BAMNRE, TERNXEBRB. MAHHEE
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T TE. —HRY, XLEEHARMEATRAEERERL, REFGLEEAERATR
B RN B ERA KR ALK AR, B, R FIaREEK
RNER ARAFRFFERSFHEXERE, EISATNEBARERKRL, HFEIS
AFRETY (FrRESRHRMRSEANF) RNEFEE, EEEMTIVHREDINS.
HitA R IEH FREZRPMES (TR, 45 (BFEFZ2). FiR. REAKEE,
UERFHREAR) ERAMARLEATELREMAAL. HtUARNFE THREIEMRK
TERE (BEFXNTTEFKHNRATMELGFKNAL) . XHRINTG THME UK
ZAKILREES EXNIEEE#BENR L) HWFEI. B2, XEEENFRTERT
SNE A RIAEEEER . XMNEER AR EZN— I BRAERR ‘RIBEMABEF
WAE” (WARN). WARN Z5KE(H 100 B EZ2RRATHNET, AR MHRHT ‘T
77 REASCAFHER SR 60 KRB R LA L BEBR . —LLMMmAm 7EFROURNAER,
BIIHERE. IEXRITWFHEREBEVHREBoEZEXEEINY, WARN UIEENS
WARN MHREZFER, NFRBEERVAIMNE AT AREILEER. I, 258 WARN R
B FINESEAHEEEREIMNHITIITA, (B2 WARN HISGIRRHIE: R —REMA
BHATHH AR WARN EiE, I “RIF[FAEPRIFEATNEE", ZEEHNFG QT A
BEEHETF A E)REEESF WARN MHIERFT(E.

There are a myriad of U.S. federal, state and local laws governing the hiring, employment,
treatment, benefits and termination of employment of employees in the United States. In general,
these laws apply on a uniform basis to all U.S. businesses, although some do not apply at all or
have less stringent requirements in the case of smaller businesses, or as a practical matter prove
irrelevant. For example, there are various laws regarding the formation, recognition and rights of
unions and their members, but the overall number of union employees has been declining and
the existence of unions in certain industries, in particular high technology and service-type
businesses, is much less common than in others. Other laws prohibit not hiring employees based
on certain protected classes, such as race, gender (including pregnancy), age, religion or national
origin, as well as handicapped persons under certain circumstances. Other laws establish
minimum wages, maximum number of hours to be worked, generally by non-salaried and
certain salaried employees, workers compensation for injured employees, and payments into
unemployment insurance funds for benefits for employees terminated involuntarily. However,
the terms of these laws do not apply to the non-U.S. activities of a foreign company. One federal
law of particular potential importance to foreign buyers is The Worker Adjustment and
Retraining Notification Act ("WARN"). WARN requires employers with 100 or more full-time
employees to provide 60 days written notice to employees in the event of a "plant™ closing or
mass layoffs at a single site. Some states have laws based on similar principles, but with lower
thresholds. WARN and its state counterparts may be particularly important to foreign companies
acquiring a U.S. business if the buyer is planning to relocate significant portions of the acquired
business to outside of the United States. Moreover, while WARN does not apply to the conduct
engaged in outside of the United States by a foreign entity, the regulations under WARN make
clear that the parent corporation of an entity engaging in layoffs covered by WARN can be liable
for its subsidiaries' failure to comply with WARN "depending upon the degree of [the
subsidiaries'] independence from the parent.”

BTt MRER
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Industry-Specific Laws

BEZEERATRETL. g, ALEEBRMNERTETRFRMEE, mALUX
ERFEmRS L FARRITH AR R WS BMRMEE. EEEEEESWHINE AT
RFREBEBARERNSETIYRNER, HERENNRZSEAES (NMREMNIE) . KX
FEERARMNIZE. APET AR~ ERFm.

There are also laws which pertain only to specific industries. For example, there are laws
that apply solely to healthcare providers, others that apply only to banks or to companies in the
financial services industry, the mining industry and television and radio. A foreign company
considering acquiring a U.S. business does best to understand what industry-specific laws may
apply, and consider their potential impact, if any, on the transaction itself, the operation of the
U.S. company after the closing of the transaction, or on the Chinese parent.

X FREMEE B VEFNERLTE

Favorable Legal Aspects to Acquiring and Operating a U.S. Business
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While many foreign companies may have concerns about the U.S. legal system and doing
business in the United States, there are a significant number of benefits to acquiring U.S.
businesses and the conduct of their operations in the United States as compared to similar
activities in many other jurisdictions. Some of the more significant points are noted below.
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FLRRBEMEIRT, EEEAANAENKEZTENIGFRASEFEEESE, HFELH
BT M ABUE S RIIRZE M, MUNEEREHETHZERIEER.

In general, foreign companies are not prohibited per se from buying or establishing
businesses in the United States. There are no requirements for minimum U.S. ownership of
businesses in general. Two key exceptions to the foregoing are businesses involving national
security pursuant to CFIUS and in a limited number of regulated industries. Subject to the
foregoing, the actual technical steps to affect a change in ownership of a U.S. corporation are
very simple and do not require registration or other filings with government authorities, but are
effective merely upon the sale of stock.
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In some circumstances, for example involving the establishment of a new business or the
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acquisition of a troubled U.S. corporation, there may be opportunities in connection with a
transaction to receive tax benefits or other incentives from state and local authorities to entice
the foreign corporation. These might include tax incentives pertaining to real estate taxes, for
example, or abatements of other charges. In such situations, this has an obvious positive
economic impact on a potential transaction.

ERFEHNEARFINCEGMBERFAER, ERFEHNRINETRRILEFFMME. 4O
A (FRERXFMBNAZRNAE) . WABHIFATEN—MRRE . XTENEDTNTESR
LR E S VL AR E N AT PUX A M.

While there are federal regulations on capital and exchange controls, there are no general
restrictions on remittance to a foreign parent of profits or dividends (subject to the discussion on
withholding above), or royalties or license fees. This facilitates the opportunity for a foreign
parent to repatriate funds if it wishes to do so.
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As a general matter, the U.S. has a highly-developed body of laws with clear and objective
criteria regarding permitted and prohibited activities as well as a generally objective
enforcement system. This enables companies in the U.S. to operate their businesses so as to
have a significant basis to believe that they are doing so in accordance with legal requirements
and on a "level playing field."
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The U.S. also has a highly-developed body of law to protect intellectual property. Any
holder of such rights believing that it is being infringed upon can sue for damages, as well as sue
to cause a cessation in infringement. Legal protection is also available for trade secrets which
have been obtained improperly, such as by theft or breach of contract. The foregoing provides
valuable protections to companies to which intellectual property is an important aspect of their
business.

WmEmR, EERAPOERIMERNEEERE. B2, MEMTFZLEAERMEL, X
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As discussed above, there are significant laws pertaining to employees. However, as
compared to many other developed nations, as a whole these laws are generally more favorable
to employers. Assuming that a U.S. company engages in proper procedures in its hiring and
adoption of employee policies and handbooks, it is common that most employees, other than
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perhaps the most senior executives, are considered "employees at will" and therefore, can be
terminated at any time without any notice or severance except as the employer may have
established generally. In this regard, the U.S. offers employers much more freedom than, for
example, many European countries.

ZR
Summary

FEABXNFEEEFHTERE. RiIZE6REVHYEIEInEXBHA ARG
Qo FXE, MBHEZZNFEATNREEARKIGEMN. BR—LHEPIATEXNEE
HPEBRERMEFE RS (BFAXERTIZNE R, 32 EXEARmMi0) FMEM
EEMOMNERALHE) THRER, ERXLEEFAIURESHEEIMR, MmELtEZHE
ARSI 5. s, pESWMIZINRE, SHEHMERMTIZAEL, SERAEMELIR
ERAEANEMNE, MmSEFr EIBXT EEE#ITRZ 7 EBRENLTFL.

There is an interest in and potential benefits to be derived by Chinese companies engaging
in acquisitions, joint ventures or start-up operations in the United States. In fact, the number of
Chinese companies engaging in such transactions has been increasing. While some Chinese
businesses may have only limited familiarity with U.S. legal requirements and various business
practices, including the manner in which transactions are conducted in the United States, and
especially with the use of U.S. legal counsel and other U.S. advisors, these matters can be easily
handled so as to make such transactions more attractive. Moreover, Chinese businesses should
recognize that the U.S. legal and business climate offers various advantages as compared to
other systems and markets, and thus actually heighten the benefits of engaging in transactions in
the United States.
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Please consider the environment before printing this paper
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Dacheng Law Offices has built a global network of legal service covering China as well as the major
regions and cities worldwide. With its head office based in Beijing, Dacheng has established branch offices in
36 Chinese cities, including Changchun, Changsha, Changzhou, Chengdu, Chongging, Fuzhou, Guangzhou,
Harbin, Haikou, Hangzhou, Hohhot, Jinan, Kunming, Nanjing, Nanning, Nantong, Qingdao, Shanghai,
Shenyang, Shenzhen, Taiyuan, Tianjin, Wuhan, Urumgi, Wuxi, Xiamen, Xi’an, Xining, Yinchuan, Zhengzhou,
Jilin, Zhoushan, Hefei, Nanchang, Suzhou and Huangshi.
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Dacheng Law Offices has incorporated local Dacheng law firms in New York, Los Angeles, Chicago,
Paris, Singapore, Hong Kong and Taiwan, which is qualified to render a full range of local legal services.
Dacheng has 5 foreign associated firms in its oversea network and maintain long standing steady strategic
partnership with another 9 foreign law firms.
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In 2009, Dacheng Law Offices joined the World Services Group (WSG) as its only member in China.
WSG is the world's largest independent multidisciplinary professional service organization with members
including professional service providers such as leading law firms, accounting firms, investment companies
and financial institutions in the world, whereby Dacheng has established long term steady channel for
exchanges, communications and cooperation with law firms and more than 80000 lawyers from more than
100 countries. Dacheng’ global network of legal service is linked with WSG’s global network through its
membership, which launches Dacheng’ client service system to the international arena and puts Dacheng into
a better position to serve the diversified and comprehensive demands of the legal service market.
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