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Business Environment

|.Business Environment

Guangdong has splendid natural scenes, abundant resources, mild climate and beautiful environment.
Its flourishing economy, stable society, mature business and trade system make it a tremendously potential
market.

Guangdong has establishedntpterm and stable trade relationship with over 200 countries and
regions, more than 100 of which invest in Guangdong, meanwhile, Guangdong makes investments in more
than 90 countries and regions.

The investment environment is constantly being optimizeduangdong has advantages of
well-improved infrastructures, highly developed communication network, and -org&nized
transportation network. Efficient and express customs clearance, -#g&blished service system,
Excellent governmental, policy and matlesvironment.

Guangdong will continuously cultivate an honest, trustworthy, safe, harmonious and civilized
investment environment, which is at the same time of {owst and higkefficiency, provide excellent
services for merchants and investors, and pobtiegitimate rights of foreign businessmen to guarantee
their better opportunities of development.

1.Natural Environment



Location: Guangdong, being located in the south of China, is bordered by Fujian to the east, Jiangxi
andHunan to the north, Guangxi to the west, facing Hainan in southwest and is adjacent to Hong Kong and
Macao. It is an economic center in South China and in Southeast Asia.
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3,368.1 km, and about 759 islands dot its territorial seas. The total maritime area amounts to more than
400,000 square km.

Climate: Guangdong lies in the strbpical zone, one of the regions with the most abundant resource
of light, heat and wadr in China. The annual average temperature is 22.3%. It has plenty of rain, with
annual average precipitation of 1500rm2500mm.

Resource: Guangdong abounds in mineral products and marine resources. Its mineral resource is rich
in variety and widely disfouted. Among 156 kinds of utilizable minerals, 131 kinds have been already
found. There is also a profusion of marine resource, with great varieties, and mainly focused on tropical
warm marine creatures.

Administrative Division of Guangdong Province: @aamg Province includes 21 cities of
prefecturelevel or above, 23 countlevel cities (under the jurisdiction of the prefectuievel cities), 54
districts within prefecture, 41 counties, 3 autonomous counties, 434 neighborhood placed under
municipality,1139 towns, 4 townships, and 7 ethnic community townships.

2.Cultural Environment
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already a history of 2223 years.

Guangzhou isne of the earliest trade port in Chinese modern history, and it is the starting point of
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In Qing Dynasty, Foshan became a handicraft center and onefoS G C2dzNJ Cl Y2dzA ¢2gyaé
Guangdong is also a cradle of Chinese modern industry and national industry. Since 1980s, Guangdong has
0SSy GFr1Ay3a I tSFRAYy3 LIXIFOS Ay [/ KAYFIQ&a NBT2NY FyR 2LJS
trade coopeation with other countries and regions.

Guangdong is one of densely populated provinces in China. By the end of 2008, its permanent
population is 95,540,000. Guangdong is also a famous hometown of overseas Chinese. There are more
than 30,000,000 Chineseyerseas Chinese and compatriots of Hong Kong and Macao (whose ancestor
home is Guangdong) living in more than 100 countries and regions all over the world.

3.Habitation Environment

Forestation: Up to now, the forest covef the province reaches 60%. The improving ecological
environment has made Guangdong an enjoyable place where human being and nature maintain a
harmonious relationship.

Air quality: Most cities of Guangdong province have nice air quality and comfortabitel The air
quality of the cities in Guangdong has all reached Grade Il National Standard (requirement for residential
areas).

Cultural, sports & entertainment facilities: Guangdong has established 1,014 cinemas, 133 public
libraries at county level caibove, 153 museums and memorials, and 1913 cultural stations. It possesses 6



national historic cultural cities, 16 provincial historic cultural cities, 30 cultural relics under state protection,
and 158 cultural relics under provincial protection.

Habitdion: Big cities such as Guangzhou, Shenzhen, Foshan, Zhuhai and Zhongshan, with their
high-level living standard, are all able to meet different demands of friends from different countries.
Besides, Guangdong has built up international schools for fo@ignA f RNBY | yR FT2NJ ¢l Agl Yy 0c
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Public Health Care: By the end of 2008, there had been 15,878 various medical
institutions in Guangdong. To be specific, there are 2,427 hospitals at various 18&els, 2
medical centers, including the disease prevention and control centers and the specialized
medical care centers, 137 medical supervision institutions, and 126 women and children
medical care centers. Medical technicians numbers 384,400 persons.

4 Infrastructure Facilities

Transportation: Guangdong enjoys a very developed traffic condition in sea, land and air
transportation, being the traffic hub of South China. The province has opened traffic routes to more than
1,100 ports in more than 130 countries and regions. There are motorways and railways between
Guangdong and the surrounding provinces such as Fujian, Guangxi, Hunan, Hainan and other areas.
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six large civil aviation airports in Shenzhen, Shantou, Zhuhai, Foshan, Zhanjiang and Meizhou, being the
area with the highest density of airports in mainland China.
Water supply: geographical environment and agreeable cknmrabke Guangdong a province with
relatively abundant water resource. Its water price at present is comparatively low in the country.
Electricity supply: Guangdong is rich in electricity resource. In 2008, the newly installed capacity of
generators reached.3 million KW, with the 110,000v or above level transformation capacity of 22.03
million kwamperes.
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14 successive years. A telecommunication network, whiclnignaonsists of microwave, optical fiber,
openwire microwave, satellite transmission, and stofgebgram control exchange devices, has been built
up. Up to 2008, the telephone subscribers reached 117,530,000, One fixed or mobile telephone per capita.
Guangdong also have the biggest number of Internet users in China: 45,540,000.
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daily disposed sewage reached 10,920,000 tons. A part of the sewage disposabplaoth sides of the
Pearl River, which belong to the comprehensive improvement project, has already been put into use. The
pollution control ability in mountains areas, in both wings of the province, has also been further improved.

5. Industrial Supporting System

A complete system of industry, particularly a developed manufacturing industry, has been built up in
Guangdong, with a focus on nine pillar industries, namely textiles& garments, food & beverage,
construgion material, electronics and information, electric appliances and machinery, petrochemical,
paper making, pharmaceutical and automobile, all of which are very good at production, procession and



supporting system. Guangdong is one of the biggest manufiagtibbases in China, even in the world.
Guangdong welcomes the development of &drvice facilities that provides such services as financial,
exhibition, logistics, information services and other related supporting services. As business agency services
and products are becoming more innovative and the logistic market is becoming more open; the exhibition
industry centering on international, professional and trade type has been mainly developed. At present,
China Import and Export Fair is the longest rimgn highest level, largest scale, largest category of items,
most visitors and buyer attendance, most trading transaction among such international trading exhibitions.
Guangdong is in the midst of speeding up its development as atéiphproduction beltand world
advanced manufacturing base with its center in Guangzhou and Shenzhen in order to gatbedtatip
service providers in one region; it is also an economic zone that has the convenience of sea, land and air
facilities. It is actively building asutsourcing service base city of Chinese service and international service
support center that is able to provide the best facility for investors investing in the province Guangdong,
China.

6. Higher Education and Scientific Research

A wellstructured and welequipped educational system constantly cultivates talents of high quality
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including a number fofamous universities at home and abroad, such as Zhongshan University;&unth
University of Technology and Jinan University, etc.

Guangdong continues to cultivate a social ethos of respecting knowledge, talents and creativity, and
attach equal imporince to cultivating, introducing and utilizing talents. It is stepping up efforts to
introduce scientific and technological talents, to well manage the training of new talents and
interdisciplinary talents.

By the end of 2008, there had been 435 state institutes established by governments of county and
above levels, which study science & technology information and documents and carry out independent
research and development (R & D), as well as 1900 technological development organizations founded by
large and mediurssized industrial enterprises. In Guangdong, there is in total 17 national scientific and
technological R & D centers, and 7,740 private scientific and technological enterprises, which have more
than 1,400,000 people employed.

7 .Administration Environment

Guangdong is accustomed to handling business affairs in compliance with economic rules and
international practices; therefore, it establishes midivel intermediary agencies or bodies for merchants
and investors. It has a clean and efficient administrative system. After accession to WTO, the provincial
government makes great effort to push forward reform of making government affairs public and reform of
administrative approval system. Administration is betng more and more transparent and efficient.

At present, Guangdong is actively participating in the port reform. It paces up theneteorking
process between enterprises and administrative bodies in charge of foreign trade, custom, inspect and
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8.Marketing Environment

Mature market is another advantage. Guangdong was the first to initiate reform based on the market;
hence, it was able to setup the framework of the socialist market economic system much earlier and has
since become the region with the most advarag®l sophisticated market system in China.

The capacity of market is striking. In 2008, commaodity wholesale and retail sales attained RMB 1.27
trillion yuan, an increase of 20.3% over the previous year. As Guangdong people have -afbéfeerthey
havegreat demand of consumption; this means we shall have a market of production and consumption of
inexhaustible potential.

9. Financial Services

Guangdong is one of the earliest regions in China opening its financial marketsvjth largest total
amount indices in different sectors in mainland China.

Presently, the financial sector of Guangdong ranks the first in mainland China in terms of outlet
number and staff size; the stock market also takes the lead in mainland Chiearis of its financing
aggregate and number of stock exchanges. With the stateed commercial banks as the mainstay, and
together with policy banks, other commercial banks, #@nk financial institutions and foreign financial
institutions, a comprehernge financial system has been established.

The regional financial center located in Guangzhou and Shenzhen has taken the primary shape.
Guangzhou is the center of politics, economy and culture in south China, ranking the first in terms of its
financial traling volume in south China. Shenzhen has achieved considerable development in its financial
industries and has begun to function as a distributing center for financial resources; besides, Shenzhen
appears to have played the role of the national centerdimck exchange and risk investment

Guangdong enjoys the geographical privilege of being adjacent to Hong Kong, the international
finance center. Under the circumstances of economic amalgamation in Gaungdong and Hemgicanyg
area, the demand for regiondihancial cooperation is reinforced. Presently, by taking the complementary
advantages, the financial cooperation between Guangdong and Hong Kong & Macao is forging ahead
toward the construction of a Great PRD financial circle, which takes Hong Kongeadth@uangdong and
Shenzhen as the supports, and aims at promoting enas®nal cooperation between financial
institutions.

10. Tourist Attractions

Guangdong has a wide variety of rich tourism resources suitable foisteun all four seasons. The
mountains, canyons, lakes, hot springs, coastal beaches and islands in the province are characterized by
magnificence, singularity and beauty.

Guangdong has 2 wortlass scenic spots,3 statvel scenic spots, 34 provinciales
and 24 provincial tourist resorts. There are more than 2,000 scenic spots, 33 forest parks, 60
natural reserves, 7 statkevel geological parks including Zhanjiang Huguang Rock etc, among
which the Danxia Mountain in Shaoguan has been accreditedthéttitle of World
Geological Park.



Il. Economic Development
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advancing on a sustainable, speedy and healthy track. Its economic integtagingth has
been ahead of other provinces for many years, and always takes the leading position in
Mainland China in main economic indicators such as GDP, gross retail sales of social
consumer goods, inhabitant deposit, tax, financial revenue, amounwvestment of fixed
assets, amount of freight transport, amount of patent application of technological invention,
etc. Its achievement in open economy has been the focus of worldwide attention. Its export
& import trade has always been the first place $oiccessive 23 years, and the accumulative
absorption of foreign investments accounts for more than a quarter of the total of Mainland
China. It has already become one of the regions which, in present China, has the fastest
speed of economic development @he most mature foreign economic & trades system;
meanwhile, it is the most vigorous in marketing and the most attractive for foreign
investments.

1. Overall

From 1979 to 2008, for successive 29 years, GDP of Guangdong province imasdig@ining an
annual increase over 10%, ranking the first in Mainland China. In 2008, Guangdong speeded up the pace of
its economic development, and achieved a stable and relatively fast increase of national economy, with a
GDP of RMB3,569.6 billion,tlwvian increase of 10.1% than that of last year, accounting for 11.9% of the
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is expected to increase at an annual rate of 9% or above; by 2010 etheapita total output value will
double that of 2000.

In 2008, the disposable income per capita of urban and rural areas were RMB 19,733, and RMB 6,400
respectively, with an actual increase of 5.7% and 7.6% (with the factor of price deduced) respettigely.
disposable income per capita has been climbing steadily for many years. The consumption power of
residents is being strengthened, and the room of market is also being broadened.

Generally speaking, the structure, efficiency and quality of Guangdampety have been improved
and optimized simultaneously. While industry quickens its pace, its nine pillar industries expand rapidly,
The support of higitech and advanced manufacturing industries to the industry strengthened significantly.
which obviously iyes more effective support to industry. The contribution of tertiary industry (with service
industry as its main feature) to the economic growth keeps rising steadily. Investment in fixed assets
increases rationally, and investment structure is contindpasljusted and optimized. Marketing prospers
stably, commodity circulation expands unceasingly, and commodity market develops swiftly.

2.Foreign Trade
The importexport trades of Guangdong keep growing rapidly. In 2008, the totgloit-export

volume was USD 683.3 billion, up by 7.8% over the previous year, accounting for 26.7% of the total of
Mainland China.



Export commodity structure is optimized unceasingly. In 2008, the export value of machinery and
electronic products, highech products, and clothing and textile goods were USD 283.5 billion, USD 143.09
billion, USD34.13 billion respectively, with an increase of 17.9%, 14.2% and a decrease of 18.7%
respectively; the export value of shoes, furniture and plastic products grepectisely by 17.9%, 14.2%
and 6.2%.

The structure of export market of Guangdong Province is also undergoing a process of further
optimization. On the one hand, it maintains a rapid growth of trade with its main partners, including Hong
Kong, America, JapaEuropean Union, and Association of Sebtist Asian Nations; on the other hand, it
witnesses a robust trend of trade with new markets such as Africa, Latin America , MiddleEast and Russia.

With regard to import in general, the import of main categompqucts has gained comparatively
rapid growth. The import of mechanical and electrical products increased by 4.1%, and that of high and
new technological products increased by 2.6%, accounting for 62.2% and 44.5% of the total import volume
of Guangdong rezectively.
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moderate rate. Efforts will be made to enhance the technological content and the additional value of its
exported products, strengthen the compreh&ime competitive capacity and countdsk ability, and
develop a number of seHstablished brands of international reputation. With centering on Guangzhou,
Shenzhen, emphasizing on the Pearl River Delta Region, Guangdong will greatly develop its service
outsourcing in areas of finance, logistics, commerce, information, R & D, etc. expand the service export
from the traditional sectors such as labour, engineering contracting, tourism, transportation to the
high-tech industries with high additional valueduas consultancy, computer and information.

3. Absorption of Foreign Investment

With its own economic and social development, and the improvement of investment environment,
Guangdong creates good condition foréign investors. More and more investors are willing to come here.

In 2008, the actual foreign investment reached USD 19.7 billion, with an increase of 11.9% over the
previous year. Up to now, Guangdong has actually absorbed foreign direct investme®iDdl13.62 billion,
taking up one quarter of the total of Mainland China.

The industrial structure of foreign investment continues to be optimized. The investment in
manufacturing industry has a massive increase. The service sectors drawing more foregimemy
include businesses such as wholesale and retail, leasing, business service, scientific research, technical
service and geological exploration, real estate, conveyance of information, computer service and software,
transportation, storage and post.

In 2008, there were corporations representing a total of 107 countries and regions making
investments in Guangdong. The top 10 most investments came from the following countries and regions:
Hong Kong, The Virgin Islands, Somalia, Singapore, Caymars,|slapan, Taiwan, Macao, United States
and Mauritius. More largscale foreign enterprises and projects come to Guangdong for investment.
Foreignfunded R&D centers (with independent legal qualification) on electronic information, medicine and
automotive echnology develop quickly. Service industry, represented by logistics, exhibition service,
advertising, and consulting has embarked on a strong momentum of development. Foreign investment in
development zones is active in mountainous areas and the norttaasnorthwest regions.

Till the end of 2008, 208 corporations of the World Top 500 have established 729 enterprises in
Guangdong, including the following enterprises: Automobile projects of Toyota, Honda, Nissan settled in



Guangzhou; Walmart settled inRKSy T KSy T { KStt Q&8 LISINROKSYAOIE LINR2SO0
Huizhou; fiveautesF A i Ay 3a FFO0G2NASE 2F ¢282GFX bAaalys | 2yREFEI |
Emerson Electronic Corporation entered Yunfu. Quite a few transnational edigos, such as Samsung,
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province.
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foreign investment. The actual foreign investment is expected to reach USD$ 10 to 12 billion annually on

average, and the actual investment in service industry willdase by 15% annually on average, amounting

to a total value of USD$ 18.3 billion. It is anticipated that in 2010 the northeast and northwest regions will
take up 15% to 20% of the actual foreign investment. Furthermore, Guangdong will expand the scale of
absorbing investment with an emphasis on the developed regions such as Europe, America and Japan, and
G§KS 62 NI RQ &-natiofal orpanationsY@aéingidong intends to have 80 to 100 new investment
projects per year.

4. Investment & Cooperation Abroad
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enterprises are accelerating the process of internationalization, while the indiviewallgnterprises are
taking an ative part in the investment abroad. A batch of enterprises represented by Huawei, ZTE, TCL,
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By the end of 2008, there were 2022 nbtinancial corporations approved in the quince for
establishment abroad; the amount invested was USD 9.39 billion (investments came from over 90
countries and regions) mainly in the Hong Kong, Asia and North America markets. In 2008, the approved
foreign investment agreed was USD 2.18 billioeluding USD 740 million investments made to 218 new
non-financial corporations abroad; 40 new projects were added with a total agreement investment of USD
1.44 billion. (The hot item for investments and collaboration was the development of offshore energy
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2008, the province has invested in 1126 rforancial corporations in Hong Kong and Macao with a total
investment of USD 5.69 billion.
Guangdong has witnesdea rapid growth in foreign labour and engineering contracting. The total
amount of new foreign construction and labor cooperation contracts in 2008 was USD 9.14 billion, a 34.6%
increase; foreign contracted projects accounted for USD 6.86 billion indasstnansaction and foreign
labor service cooperation accounted for USD 584 million while a total of 34594 workers were working
abroad by the end of the year.
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expected to increase by 10% annually.

[1l. District by Function

Guangdong plans to implement regional policies on categorimethagement based on main



functions of each district; introduces demographic and economic land distribution that promotes
environmental coordination among its population, economy and resources. Thus, establishing the Pearl
River Delta as a wordass metrpolitan area; the two wings of the province, one on the east and the
other one on the west, will become the main economic development zones while the mountainous region
in the north will transform into an ecological development demonstration area payitentadn to
development and protection so as to form a new harmonious development pattern which could provide
optimal supplies of resources and take full advantages of each district.

1.The Pearl River Delta Area

The Parl River Delta has a dense population and well developed economy, rapidly growing
urbanization rate, highly sophisticated infrastructure; it is also one of three regions that have the most
populated cities in China. It covers nine cities of administrativision within Guangdong Province, namely,
Guangzhou, Shenzhen, Zhuhai, Dongguan, Zhongshan, Foshan, Jiangmen, Huizhou, Zhaoqing, among which
Guangzhou and Shenzhen are among the most developed cities in China.

The acreage of the Delta only accounts2886 of the whole province, but its GDP accounts for 80%. It
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12 transferring bases for state 863 scientific and technological achievements, and 3 hatidrersity
science & technology park. With its largeale higktech industries, it is also among the first group of
national electronic information industry bases.

The Delta has become a manufacturing base and international purchasing center of the
world. 80% of the purchasing orders of transnational corporations go to the Delta. With
electronic information, electric equipment, automobile and petrochemical as pillar
industries, it has formed an industrial pattern with wed#fined features and conspicusu
advantages. In future, The Pearl River Delta is committed to the strategy eéhigh
development, creating its own new high ground of independent innovation, building a
large-scale worldclass manufacturing base; developing a service system that matohes
International Financial Center in Hong Kong and constructing an international shipping,
logistics, trade, exhibition, tourism and innovation center that would complement the
development of Hong Kong and Macao.

2.Northeast and northwest regions

Northeast and northwest regions cover 13 cities, namely, Shaoguan, Heyuan, Meizhou, Qingyuan,
Zhaoqing, Yunfu, Shantou, Shanwei, Jieyang, Chaozhou, Yangjiang, Zhanjiang and Maoming, which stand in
the forward position 6 Pan Pearl River Delta and CRAR3EAN Free Trade Zone.

The acreage of these two regions is 3,3 times of Pearl River Delta, and the population is 2.3 times,
whereas the price of land is only 1/3 to 2/3, the price of labor is 2/3 of that of Pearl Rivier, Bet
electricity price is cheaper than the average level of the province. Investment cost in this region is relatively
low. It has great potential for development. Northeast and northwest regions have abundant resources in
terms of agriculture, forestminerals, water and tourism. The east wing enjoys a unique trade and
commercial tradition, its ceramics, garment industry and agriculture with local characteristic started quite
early; besides, its private economy is of much vigor. The west wing has afiutndpical agricultural
resources and sound conditions for developing coastal heavy & chemical industry.



The implementation of the northeast and northwest district revitalization program will support the
major infrastructure construction in these areagcalerating the construction of petrochemical, steel, ship
manufacturing, energy production bases in eastern and western Guangdong. The formation of heavy and
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region into a supporting base for advanced manufacturing. With the completion of expressway system
covering the whole province, the construction of the Great Bridge connecting Hong Kong, Macao and the
Pearl River Delta, together with the two excelleleepwater ports Shantou and Zhanjiang, the northeast
and northwest areas of Guangdong will profoundly improve its transportation system day by day. With the
low cost of investment, this region will surely become an ideal place for the industry traofstee Pearl
River Delta.

3.Development zones
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an investment environment up to the international standard, and offering sp@ciferential policies to
enterprises in the zone, such as tax relief, and subsidy for land rent. Development zone is a place where
foreign funded enterprises gather, and an important base through which Guangdong utilizes foreign capital,
introduces advaned international experience and management experience and receives international
industry relocation.

As of the end of 2008, there are a total of 97 governmapproved economic development zones in
Guangdong; among which 28 are sté®el development zoes while 69 are provincial level development
zones. In 2008, all development zones (excluding new and high areas) in the province have generated
USD3.395 million; an increase of 9% and accounted for 18% of the province's actual foreign capital. Except
the economic development zones, a park connecting platform is also being built in Guangdong to drive
industry relocation and the building of bonded functional parks. The Guangzhou Export Processing Zone,
the Shenzhen Export Processing Zone and the YantiarBBoded Logistics Park, Shenzhen have become
important zones for absorbing foreign capital and promoting processing trade transformation, and are
developing well.

IVV. Regional Economic and Trade Cooperation

Guangdong focuses on promoting regional economic cooperation, developing a broader market and
resources that complement each other. The collaboration of different districts will result in economic
prosperity; thus, creating a wiwin situation for all prties; with cooperation of Guangdong with Hong
Kong and Macao; cooperation among FReerl River Delta districts as well as the CHS&EAN
cooperation as important platforms, Guangdong continuously upgrades the level of cooperation with
Taiwan and vigonasly promotes opening up to the outside world, strengthen the economic and trade
relations with the major economies of the world in an all round way, actively participate in the
international division of labor in order to build an-etlund, multHayer, wide-range and highevel open
economic pattern.

1.Greater Pearl River Delta



During the 30 years after opening up, thousands of businessmen of Hong Kong and Macao come to
Guangdong, especially the Pearl River Deltantest or establish factories, injecting tremendous vitality
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and Macao is further strengthened and share complementary advantages creating a powerful alliance and
equipped with all supporting services. Economic integration and mutual dependence in the great Pearl
River Delta region is being strengthenedr@asingly to further regional competitiveness. The three places
under the "one country, two systems" framework has created a new cooperation system, promoted
building infrastructure that brings mutual benefits, realized the smooth flow of capital, goufdsmation
as well as personnel step by step, achieved economic integration of the three places to the greatest extend
in order to jointly create the most dynamic and internationally competitive urban agglomeration in the
AsiaPacific region.

2.Pan Pearl River Delta

Pan Pearl River Delta includes 9 provinces and 2 special administrative regions. They are Guangdong,
Fujian, Jiangxi, Hunan, Guangxi, Hainan, Sichuan, Guizhou, Yunnan, Hong Kong and Macao (abbreviated as
Gp WEMG® tly tw5 Aad adiNBfe GKS tFNBSad FyR gARSad NB3I)
PRD possesses abundant resources and industries with its own distinct feature; hence a complementary
economic relationship and highly frequent trade coopeyatamong them. Now, an economic region with
various functions, close cooperation between sectors and economic integration to some extent, are
gradually taking shape. With the promotion of the construction of GIB&AN Free Trade Zone and the
implementaton of CEPA, the Pan PRD will become one of the most dynamic regions in world
economy.During the process of regional cooperation in the Pan PRD, Guangdong is a bridge, a pioneer and
a radiator of vast power, making efforts to become a center of transpantaind economic radiation,
model of open market system, regional finance center, logistics center, base of deep processing and
manufacture, center for absorbing labor force, center of energy demand, center of scientific innovation,
exchange & cooperatioreater of the Pearl River culture.

3.Economic and Trade Cooperation between Guangdong and ASEAN

The ASEAN region is in close proximity to Guangdong, shares the same language anddeas a lar
population of overseer Chinese; this region has a long history of trade with Guangdong and shares mutual
economic ties and benefits that has great potential for future cooperation. Guangdong is the logistic
junction for SouthCentral and Southwest regis of China; it borders Hong Kong and Macao and the
advantage of having advanced business services; it is an important distribution center for import and
export goods between China and the ASEAN region. In 2008, the import and export trading transaction
between China and the ASEAN region reached USD62.61 billion, an increase of 11.9% and accounted for
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signed on April 11, 2009 as it marked the successful coiopletf negotiations on the free trade zone
agreement; the construction of the Chi#e&SEAN free trade zone will be completed as plan in 2010.
Guangdong will continue to make good use of the incentives in thetfeske zone, actively participate in
the corstruction of the ParBeibu Gulf Economic Zone, establish a system that allows regular meeting with
the ASEAN Secretariat, Governments and the people in order to enhance mutual cooperation level of



Guangdong with ASEAN in the fields of investment, trad&jmey and resource development.

4.Economic and Trade Cooperation with Taiwan

{AYyO0S (GKS NBF2Z2NY |yR 2LSyAy3a dzJ (2 GKS 2dzidaARS 62 NI
the cooperation between Guangdong and Taiwan continues to increase. Guangdong has become one of
the main regions for Taiwan investment; Taiwan investment has involved in such industries as textile,
garments, rubber, chemicals, electronics, molds, precision machinery, optstaiments, IT industry and
AYF2NXYIEGA2YS ySé YFOGSNRIEXZ ySg SySNHesS GiKNBS KAIKE o
benefit) agricultural products and the service industry etc. Taiwan businessmen take on the trend of
GRSSLX & NErent B Baangtofigd 8 2008, the total business transaction between Guangdong
and Taiwan amounted to USD 43.8 bhillion and accounted for 6.4% of the export trading in the province of
Guangdong. Export trade volume to Taiwan amounted to USD 4.85 billionawithcrease of 4.2%;
import trade volume from Taiwan amounted to USD 38.95 billion with a decrease of 2.3%.
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research and development base of electronic inforimatproducts in the world with powerful scientific
and technological strength; such industries as electronic information, petrochemical and electric appliances
are developed, and there is space for mutual benefits and complementation in the aspects of fund
technologies, industries, markets and resources. Guangdong will rely on the existing Taiwan Corporations
operating in the Pearl River Delta region and further increase economic and trade cooperation with Taiwan
and expand cooperative fields and enhamm®peration in the fields of economy and trade, high and new
technologies, advanced manufacturing, modern agriculture, tourism, scientific and technological
innovation, education, medical care, social insurance, culture and so on and also will make ahtagdv
of the connection of land and people so as to boost the Northeast Guangdong and other regions to become
an important economic development region on the west bank of Taiwan Strait.

V. The Principles and Industries of Encouraging

Foreign Investment

Guangdong is actively attracting foreign investments from the world top Fortune 500 enterprises as
well as leading enterprises in the global investment industry in the industriels aacnew higkiech,
modern service, research and developments and operation centers etc. It is also promoting international
partnership in the areas such as energy, transportation, environmental protection, logistics and tourism
etc.; creating opportunitie in Sineforeign joint venture and pilot projects in the areas of finance,
education, medical care and culture etc. Guangdong also welcomes talented people from overseas to
establish their businesses and make investment so as to realize transformationgmade of foreign
investment for improvement from focusing on funds to focusing on advanced technologies, experience in
management and highuality talents as well as from focusing on manufacturing only to focusing on both
manufacturing and service induis.

|. Industrial Characteristics
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of industrial structure, and concentrate on improving industrial competitivpacéty in an attempt to
establish a new industrial pattern led by hitgch industries, composed mainly of advanced manufacturing
and modern service industries, based on modern agricultures and in which primary, secondary and tertiary
industries are in bainced development. Presently, the building of a modern industrial system is being
accelerated, and the integration between IT and industry and the match between services and
manufacturing are being driven in Guangdong in order to achieve new breakthraudiey technologies

for highttech industries, in scale for the heavy chemical industry, in brand for traditional industries, and in
production services for service industries. Every industry is brewing business opportunities and will bring to
investors beter development and rich rewards.

1. Manufacturing

Guangdong is one of the leading manufacture provinces in China. In recent years, Guangdong
Provincial Committee and Provincial Government have unveiled in succession fresh messti®s to
restructure industries, enhance industrial competitiveness, The structure of the proewiigindustry is
being rationalized gradually.

The 3 growing industries, namely, electronics and information technology, electric appliances and
machinery and petrochemical keep a strong tendency of growth. The 3 traditional industries, namely,
textiles and garments, foodstuff and beverages, and construction materials, maintain a stable development.
The remaining 3 potential industries enter a stage of tesselopment and better structure. The nine pillar
industries are playing an increasingly predominant role in economic growth. In 2008, the industrial added
value generated from nine main industries was RMB 1.05619 ftrillion Yuan with an increase of 13.4%,
accounting for a rise in industrial added value of 69.2% among atxale industries.

The manufacturing industry of Guangdong is highly open. Of all large and medium scale industrial
enterprises, foreign funded enterprises account for 42.7% the total emand 60% of gross industrial
output value. Many foreign funded enterprises produce and export most of their products in the mode of
processing trade. The total export trade volume in the province has risen from USD 93.2 billion in 2002 to
USD261.26 biin in 2008 with an annual increase of 19.2%. The value appreciation rate of the processing
trade has risen from 42.2% in 2002 to 67% in 2008. In 2008, Guangdong stimulated output value of RMB
430 billion Yuan in the domestic supporting industry. Procegssiade transformation and upgrading is
being driven greatly in Guangdong, and processing trade enterprises are guided to increase capital, expand
production capacity, engage in independent R&D, prolong industrial chain and expand domestic sale, so as
to facilitate the turn of processing trade to a higgch and high added value type. The manufacturing
industry of Guangdong is facing a new round of development opportunities.

(1) Electronics and Information Industry

With electronics and information indust having the largest scale in Mainland China, Guangdong has

l.:.l
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electronic information industry continues to maintain the status of the largest pillar stigduas an
important force to fuel economic growth. More than 20 enterprises in the province have ranked among the



top 100 electronic enterprises in China.
A series of electronics and information products with competitive abilities have come into baing: a
for the manufacturing of communication equipment, storptbgram control exchanger and optical
communication product are preponderant in terms of cost performance; in the field of manufacturing
electronic parts, color tube and discrete part chip are amdhe most competitive in the country; in
manufacturing electronic components, PCB and SMT take a crucial position in China; in software industry,
embedded software products account for over 50% of the Mainland China.
Concentrated on the Pearl River DeRegion, particularly on Shenzhen, Guangzhou, Dongguan,
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shape.

(2) Electric Appliance and Machinery Industry

A cluster of electric appliance and machinémgustry has already come into being. With a series of
competitive products of favorable market share, it centers on Guangzhou, Shenzhen and Foshan, cities
with relatively good grounding in equipment manufacturing, radiates to the Pearl River Delta, isad dr
forward the development of east and west wings of the province.
¢KS o0SYySTAG 3INRGGK 2F Ddztf yIR2y3IQa& YIOKAYSNE AYyRdz(
expands; the pace of neproductdevelopment is quickened; the economic efficiency of a numbdewey
enterprises witness noticeable increase; the export of products ranks the first in Mainland China; the total
value of industrial output also comes out top in Mainland China.
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being a key export base in China, also in the world. Because of great varietiedevettiped supporting
system, good quality of products, along with creativity in developing new products, for a long time,
Guangdong has remained thealing position in the country in terms of production, export and
competitiveness of household electric products. In the field of audio and visual equipment manufacturing,
the competitiveness of color TV, laser disc player adddyistem, all ranks ther§t in China.
When the household electric appliance industry develops into a mature stage, it successfully
cultivates a number of key enterprises and famous brands with high reputation, for instance, Gree and
Midea in aircondition manufacturing, Kelon mefrigerator, Galanz in microwave oven, and TCL and Konka
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exportproducts processing area, has formed in the Pearl River Delta Region.

(3) Petrocherital Industry

The total petrochemical amount of Guangdong province is in the van of Mainland China. Main
products, such as crude oil, three finished oil (gasoline & kerosene & diesel oil), ethylene, synthetic resin,
architectural coating, rubber shoes] ghnk the first three in the country. In 2008, this industry maintained
a stable growth.Petrochemical companies are mainly located in Maoming, Guangzhou, Huizhou and
Zhanjiang. Maoming Petrochemical Corp., Guangzhou Petrochemical Corp. and ZhanjiarggDoogx
FNBE GKS ol Olo2ySa 2F DdzryaR2y3IQa 2Af NBFAYAYy3I AyRdzadl
ethylene production. In 2005, after two petrochemical programs (one processing 12 million tons of oil
refining annually, the other producing 0.8llion tons of ethylene annually) been constructed and put into



use, Huizhou becomes the third oil refining center of Guangdong Province.

China Petroleum & Chemical Corp., China National Petroleum Corp. and China National Offshore Oll
Corp. have already garded Guangdong as a key place to develop their business. This is a terrific chance
for Guangdong to develop its refining oil on the upper reaches of the Pearl River, at the same time drive
forward petrochemical industry on the lower reaches.

(4) Textils and Garments Industry

Ddzl y3R2Yy 3 A& +y AYLRNIFIYyG LINRRdZOAY3I | yR SELERNIAYI ¢
GKANR fINBS&ad SELERNIAY3I o61FasS 2F 3FN¥YSyida Ay GKS 62NIR
in following aspects:ariety, quality, brand, total value of industrial output and amount of sales.
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industry. The producing process is snsalhled but refined and specialized, easbctor coordinates
harmoniously. Sportswear in Zhongshan, garments and knitting goods in Dongguan, surface fabric, knitting
322RA4Y OKAfRNBYQa 3IFNNSY(d YR dzyRSNBSINJ AY C2aKIlIyI &K,
and broad.

Such clustersoncentrate on over 40 cities and towns in the Pearl River Delta region, including
Guangzhou, Shenzhen, Foshan, Zhongshan, Dongguan, Shantou, Jiangmen, etc.

(5) Food & Beverage Industry
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pays much attention to technical improvement, and also to the introduction, digestion and absorption of
foreign advanced techniques, thus guarantees good quality and high level for its foodstuff industry. Some
products, for eample, beverage, baked & roasted food, health product and condiment, are always in the
lead in China, possess obvious advantage, and have a number of famous brands.
Guangdong has implemented the strategy of famous brand in the industry of food & bevétage.
industry has begun to benefit from its large production scale, and has realized-gihage growth of both
0KS 2dziLddzi @I tdz2S FyYyR GKS LINRPFAGD® . 20K GKS %KdzZ2AlFy3a . S
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beverage, beer and juice, becoming one of the pillar industries in Guangdong, which is worthy of the name.

(6) Construction Materials Industry

Guangdong is a province with strong constructioatenial industry. The economic aggregate of this
industry top the highest level in the country. In 2008, the increase rate of the industry of construction
materials reached 15.1%. The great varieties of products and strong supporting system make it a pilla
industry in Guangdong.

A number of product concentration areas, which have their own features and are influential , have
come into being. These products include ceramics of Foshan, architectural coating of Shunde, aluminum
profile of Dali, sanitary waref Chaozhou, stone of Yunfu, and water heating equipment & sanitary ware of
Kaiping.

Construction material in Guangdong is rich in variety and quick in new product development,and is



very beneficial to enhance the competitiveness of the industry.

The indistry in Guangdong enjoys a high level of privatization and market maturity. With further
development of exporbriented economy and more vigorous export trade, the export value of
construction material accounts for 30% of the total amount of Mainland &haps all the other regions in
China. Among 12 Chinese faméaraind ceramic companies, there are 8 in Guangdong; which shows strong
capacity in expanding the market and enhancing market share.

(7) Paper Making Industry

Ddzl y3R2y 3Qa& LI LIBadplayed arkiyigdrtait yolR drdhé dbintry. At present, the only
state key lab of pulp and paper industry and state research center, which combines the process of
production, study, scientific research, and trade together, is established in Guangdong.

With subtropical warm and wet monsoon climate, most areas in Guangdong are abundant in rain,
very suitable for artificial fast growing forest. Therefore, not only water resource but also fiber material
resource needed by paper making industry, is truly gngged. In recent years, foreign investors flock into
Guangdong to invest in lumber production and paper mill.

Guangdong has initially formed a papermaking cluster, with the Pearl River Delta as its center. It
mainly includes Guangzhou, Dongguan, Fosh#émgthen, Zhuhai, Shenzhen and Zhanjiang; 80%
O2YLI yASa 2F (KS LINPGAYOS 3AFGKSNJ KSNBE® Ddzt yIR2y 3IQa
production, and has built up a group of famous companies.

Guangdong is stepping forward toward a big proviéepaper making industry, potent in scope,
equipment, efficiency, technique, quality and management. It aims to produce 11 million tons of paper and
cardboard, 0.85 million tons of pulp commodity in 2010.

(8) Pharmaceutical Industry

Ddzl y 3R 2y 3 QuticalLididstyoMs: eBent and ranks at the front of Chinese provinces. Its
traditional medicine, chemicglharmaceutical preparation and bjgharmaceutical product take the
leading place in China. Some medical equipment with advanced technology has amgvaot
competitiveness. In 2008, the increased value of the Pharmaceutical industry reached by 13.7%.

LJt
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scale and industrial restructuring. A complete industsigdtem, including chemical pharmaceutics, Chinese
traditional medicine, biological pharmaceutics, medical equipment and medical business, has initially come
into being. There are a number of largeale medical and pharmaceutical enterprises, which play a
AYLR2NIFYG NRES Ay [/ KAYFQ& LIKINYIFOSdziAOlIt SO2y2Yeéd
Guangdong has made big progress in chenpbarmaceutical preparation. With rather strong
competitiveness in developing and selling new types of this preparation, it keeps ahead in this field among
China Chemicapharmaceutical enterprises, such as Shenzhen Kexing Biotech Co., Ltd, Kangtai biological
products Co., Ltd, Guangdong TechpootBiarmaceutical Co., Ltd., and medical equipment enterprises,
such as Shenzhen Anke Higleh Co., Ltd, Maidray Cbtd., are all competitive in their own trade.

(9) Automobile Industry

Viewed from comprehensive economic indicators, for example, the added value of industrial output,
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years, Guangdong has made great efforts to create a favorable investment environment to attract more
foreign investments, restructure automobile industry, and expand producing scale and improve
manufacturing capability. A number ofrfeous carmakers such as Honda, Isuzu, Nissan and Toyota have
settled in Guangdong.

Guangdong has become the largest automohilenufacturing base in South China. Now, with
Guangzhou as manufacturing center, focused on cars, based arigronents, assistedy coaches and
coach builder cars, a car manufacturing pattern, along with a motorcar manufacturing cluster, competent
in product developing and competitive in export, has come into being. The competitiveness of
Ddzl y3R2Yy 3 Q& f dzE dzNAf2NIBlI FOS NBL YA aH ISNE  BKINBAYYVEONB | 8 SR G f dz€
industry soared by 12.2%, the highest rate in the nine pillar industries. The total output reached
881,800units, up 11.9%, among which the output of sedan car increased by 12.3%.

With the devebpment of automotive industry, a good many automobile component suppliers swarm
into Guangdong. As Pearl River Delta Region becomes a convergent place for carmakers, Guangzhou
economic and technical development zone, Guangzhou Nansha development zoneiaahdl Hevelop
into largescale automobile component bases.

2. Service Industry

Since the adoption of the policy of reform and opening up, Guangdong has achieved great progress in
the service industry. The total revenues of thengce industry have continued to increase, with the
structure being optimized and the industrial quality increasingly being improved. The contribution of the
service industry to the economy keeps increasing. During the 10thyEarePlan period, the prance
ranked first among China in terms of total service revenues. In 2008, the foreign capital actually used by
service industries of Guangdong reached 7.14 billion US dollars, an increase of 14.4% over the previous
year, accounting for 37.2% of provinegde foreign capital actually used. The internal structure is further
optimized and the popularization of IT-cBmmerce, modern logistics, chain businesses and other
advanced technology and operation modes boosted the development of the modern servicgrindthe
culture industry, information service, finance and insurance and other sectors with an intensified modern
service rapidly developed and played an increasingly strong role in the economic growth.
Guangdong is actively contracting for outsourcestvges. In order to boost the development of
I KAYlFI Qad aSNWAOS 2dziaz2dzNOAY3IAT GKS aAyAdhinkBdd 8¥¢ / 2YYSND
project in 2006. Guangdong is making great efforts to contract for outsourced foreign services and is taking
advantage to widen the opening up of the service industry and speed up and upgrade the service industry,
so as to increase the modern level of the economy. Guangdong is taking active steps to accept service
outsourcing from other countries. The enterprisesested by multinational corporations have the largest
scale and consequently take the majority of service outsourcing. Software and information technology
takes up a predominant part of service outsourcing. Besides, there has been steady advancement in
business process outsourcing, consisting of various forms of services:office support services, data input and
LINEOSaaAy3dr az2Ffael NB O2RAY3 |yR (SadAy3azr L¢ &dzldl2 NI =
human resource management, and R & D. & feature of Guangdong to accept service transference and
outsourcing from Hong Kong, and Guangdong has also maintained pleasant cooperation with Hong Kong in
F OOSLIiAY3 FT2NBAIY &ASNBIAOS 2dzi a2 dumidedif Spé { MREDIESOKS Ay Al
Guangdong has achieved preliminary success in contracting for foreign outsourced services. Shenzhen and



Guangzhou have been approved as the service outsourcing base cities.The province is to promulgate some
corresponding policies so as to suppthré outsourcing industry.

(1)Financing Industry

Guangdong is to further boost the financial comprehensive reform and speed up the process of
building up as a financially strong province to establish a regional financial organization system in @hich th
banking, securities industry, insurance, futures and financial institutions develop comprehensively,
supplement and compete against one another. The province is to set up a financial system in which the
currency market, capital market, insurance markatures market and foreign exchange market develop in
harmony and operate with a standardized mechanism. Guangdong plans to plan and build up the
Guangzhou and Shenzhen financial zone so as to attract more international financial consortium and
multinational companies to build up global data processing centers. The province is to strengthen the
financial cooperation and exchange between the {Paarl Delta and Hong Kong and Macao, boost
regional integration of finance and promote regional economic andnfifed interactive development.
Guangdong aims to achieve the transformation from a financial giant province to a financially strong
province during the 11th Fivgear Plan period, build up Guangzhou and Shenzhen as a regional financial
center with influene upon surrounding areas and develop the province into an area with a perfect
financial system, excellent financial environment, strong financial competence and sustainability.

(2)Information Service

Guangdong is to step up the development of inforroatindustry and boost the harmonized growth
of the production service and manufacturing sector. The province is to speed up the development of
broadband communication network, digital TV network, the next generation Internet and other
information infrastricture and standardize and regulate the communications management. Guangdong is
to expand telecommunication service, encourage development of the added telecom service and
boost the information service and integration of telecommunication businesan@iong is to establish
and perfect the credit, certification, standardization and paymeupporting system; perfect the policy
and laws and regulations for@mmerce and popularize the application eE@mmerce. The province is to
make great efforts todevelop computerelated services and software services, put the focus on
specialized and higgrade middle ware and software supporting platforms, plan and construct a batch of
software industrial parks with features, software bases and software exgrighted bases and make great
efforts to develop the digital industries. By 2010, Guangdong is planning to complete the establishment of
the relatively perfect and mature {@pplication service system and to develop the IT service industry into
an advanceddading sector. We plan that the telephone popularization in the province is to reach 48/100
persons, the MP popularization to reach 99/100 persons, the urban Internet application ratio to reach
more than 60% and the electronic politic business to extenaltoounties.

(3)Modern Transport and Logistics Industry
The construction of a comprehensive transportation and logistics system will be strongly promoted in

Guangdong by taking and perfecting the networks as the key point, such as enhancing thevexyseswd
highways network of towns and counties, railway transportation network, teghl waterways network,



containers transportation system, energy transportation system, and aviation system. By constructing
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transportation and logistics system will be established. The modern logistics industry will be greatly

developed. A group of regional logistics centers that are able to cover the whole nation and casthect

the international market will be established in transportation pivots, central cities and large commodity

collecting and distributing centers. The modern logistics and the supply chain management knowledge will

be popularized and the development ofAtINR  LJ- NIié@ f23Aa80A0a sAftt 0SS LINRY2GS
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automatic technology, modern marketing and management knowledge into the field of logi3tingestic

enterprises in this industry are encouraged to cooperate with multinational enterprises and attract foreign

investments. And the government will support some domestic enterprises that have certain qualifications

to explore overseas markets. Itptanned that by 2010, an advanced, structurally reasonable, harmonious

in development and highly organized modern logistics system will be primarily established; and 10

largescale enterprises in this industry which have their own intellectual propegditsj dominant

businesses, strong competitiveness and certain international competitiveness will mature.

(4)Business Service Industry

Guangdong province will strongly develop the business service industry and raise its status in the
modern service indusy; promote the fairs and exhibitions business by making use of geographical
advantages, enhancing the competitiveness of this industry and raising service levels by holding the China
Import and Export Fair, China-tdch Fair, China International SmaficaMedium Enterprises Fair and
China (Shenzhen) International Cultural Industries Fair etc. The maikatation, specialization,
standardization, internationalization and industrialization of the fairs and exhibitions business will be
advanced and newame bands in this business will be fostered. This province will also develop the services
including legal service, accounting service, consultation service, appraisal service and advertising service
etc. The government will lower the standards for letting some famous overseas business service
organizations by way of investment, joint venture and cooperation etc. and foster a group of excellent
business service organizations which are able to take over international businesses so as to improve the
overall service capability. It is planned that by 2010, a sound business service system which suits the
development of the economy will be primarily established; a group of rhraad fairs and exhibitions will
be reputable all over the world; and a group of kexsrale offices and intermedium organizations which are
well-known and able to take over international businesses will be fostered.

(5)Cultural Industry

Guangdong province will promote the mergence of the culture and economy and advance the
development @ the cultural industry aiming at the objective of being a culturally developed province. The
government will promote the restructuring of the cultural industry and support with priority core industries,
including the print media industry, broadcastindmfiand TV industry, publication and copyright service
industry and acting and entertainment industry etc. It will also develop a cultural creative prospect industry
and guide hitechnology to control and influence the traditional cultural industries ad agto prosper the
expansion of new cultural industries; advance the establishment of a stage for providing information
service and trade service for the cultural creative prospect industry in Guangdong Province, Hong Kong and



Macao. The industries incliy graphic design, cartoons, industrial arts, film and TV program making and
internet games will be greatly developed. The government will expand exchanges in sports with other
countries and promote the expansion of the comprehensive sports market cgeaime brands in the
sports industry by taking advantage of holding the Asian Games. It is planned that by 2010, a systematic
cultural industry that is of great variety, structurally reasonable, advanced in technology, advantageous and
internationalized wi be established; a new structure for development of the cultural industry that is able

to coordinate different regions, benefit from each other with its own features and promote a common
development of entities of various cultural industries will be fedn

(6)Technological Service Industry

Guangdong province will promote the development of the technological service industry by taking
and improving selinnovation capability as the key; support the corporation of various kinds of
technological service rganizations, establish a systematic technological service network with a
requirement of professional services and socidéntation; promote science and technology venture
service centers in various science and technology parks; and support the estaiistof public
technological information service centers by scientific and technological information organizations and
technology trade organizations. The government will enhance and regulate the administration of
intermedium organizations in intellectugroperty rights businesses and improve service qualities and
levels. The investment service organizations for science and technology ventures and the financing and
credit guarantee agencies for small and medium enterprises will be strongly promoted sopasvide
financing services for science and technology ventures. It is planned that by 2010, a systematic, scientific
and technological service network which is structurally reasonable, of great variety, functionally mature,
open and coordinative and effent, will be primarily established.

(7)Tourism Industry

Guangdong province will promote a regional cooperation in the tourism industry in the Pearl River
Delta, emphasizing the improvement of the cooperative level in the tourism industry between Garangd
Hong Kong and Macao by expanding the cooperation scope and enhancing the opening of tourism
resources, capitals and services in the three regions and the cooperation among enterprises. It will diversify
and optimize the tourism products, speed up trestructuring of the tourism industry, explore business
including fair tours, cultural tours and tours of revolution sites of Chinese mectentemporary history.
We will promote the integration of culture and tourism; add more cultural contents to tourestplore the
cultural connotations contained in tourism resources; and develop the cultural tourism with local cultural
characteristics, such as Guangfu culture, Hakka culture, Chaoshan culture and Qiaoxiang culture etc. It is
planned that by 2010, the tal tourism income of the whole province will reach RMB275 billion ,develop
the Pan Pearl River Delta area into a waddowned tourism resort; develop Guangdong into a tourism
resort that may cover the whole nation and be significant in the -pawficarea and a transit center for
inbound and outbound tourism in China; the total volume, quality and profits and international
O2YLISGAGAGSYySaa 2F (KA&A LINRPOAYyOSQa (2dz2NAaY AyRdzadNE

nation.

(8)Real Estate Indtry

l



Guangdong province will stably and orderly develop the real estate industry and promote the
development of related industries. The government will strengthen the control over the real estate market
and guide a reasonable construction and consumptibhousing. It will also advance the industrialization
of the housing industry; improve the overall quality of the housings by advanced technologies; turn the
construction of the residential buildings from an extensive mode into an intensive mode; amylstr
encourage the construction of energaving and landaving residential buildings while taking
energysaving, lanesaving, wateisaving, materiasaving and environmental protection as key points. The
government will regulate the trade of real estateenhance the supervision and publishing of information
on the operation of the real estate market, perfect the management of the real estate market, improve
service qualities and regulate this market for a sound development. The intermedium servicam $gste
real estate industry will be perfected, the property management will be further improved and the property
management market will be expanded. It is planned that by 2010, the level of modernization and
industrialization and ecological status of thetestate industry in this province will be in a leading position
throughout the whole nation.

(9)Community Service Industry

Guangdong province will encourage the social capitals being invested on construction of community
service facilities to strengthrethe service functions of the community and promote the socialization and
industrialization of the community service industry. We will enlarge the scope of community services,
establish a community service network, regulate community services and imgewvece qualities and
levels. The government will encourage and support the community service, companies of different kinds to
develop household services and professional service businesses for ordinary families and persons, advance
the development of vadus community services including care services for both the old and children, home
nursing, medical and health care services, family education, hairdressing, cleaning, maintenance and repair
services etc. to improve the quality of life of the residents a@mel environment of the community. It is
planned that by 2010, a socialized community service system of multiple levels and covering a large scope
will be primarily established and great strides will be made in the industrialization of the community

Servies.

(10)Accommodation and Catering Industry

Guangdong province will implement standard service quality and standard management
comprehensively in the accommodation and catering industry; promote a epafieing system for
restaurants and hotels and ae green restaurants; and improve the service quality and management
level of the accommodation and catering industry. The organizing structure of the accommodation industry
will be optimized by promoting the franchising of reputable hotels, enlargingtiade and raising the level
of the accommodation industry and advancing the establishment of a service network for this industry
while cultivating large groups in this industry. We will foster famous chefs, food and restaurants of
Cantonese cuisine, encrage the operation of franchised stores by nabmand restaurants and
old-trade-name restaurants and foster a group of powerful enterprises that have great strength and
competitiveness to take the lead in this industry so as to promote the developmemhaif and medium
catering enterprises. The development of the Chinese fast food industry and the industrialization of



Chinese food production will be advanced. Catering services for families will be socialized. It is planned that
by 2010, a group of namarand hotels and restaurants which are standardized in both management and
service providing and are intensive in operation, will take the lead in this industry.

(11)Public Service Industry

Guangdong province will advance the construction of public serfacdities and promote the
perfecting and completing of such public service facilities including compulsory education, public
healthcare, social welfare, labor and employment, irrigation works, environmental protection, public
security, public culture andnunicipal governmental services etc. The government will take stronger
measure to assure that the public healthcare services are able to cover all the people and improve
immunization planning, prevention, treatment and supervision of infectious disebsatthcare of women
and children and the health education etc. It will also encourage, support and guide the development of
nongovernmental hospitals, promote the diversification of the medial services and strengthen the medical
and healthcare services praming ability. A sound social welfare system of multiple levels will be
established and perfected. The social pension insurance, employment insurance, basic medial insurance,
work injury insurance and birth insurance for workers in cities and towns wifulther perfected. The
scope that the social insurances are able to cover will be enlarged and the management of the retired
personnel from enterprises will be socialized. It is planned that by 2010, the public service system will be
further perfected; he disposition of the public service resources will be more reasonable; and the basic
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the society and which cover both urban areas and rural areasheviéstablished.

ll. Direction of Industrial Development

1. Establishment of a modern industrial system
Guangdong adheres to the promotion of a modern industrial system that is not only internationally
competitive but also retains the distinction of Guangdong by integrating creativity in manufacturing;
integrating service in production as well as integrating information technology in various industries. Thus,
accelerates the transformation of Guangdong iatél & y S¢ A Yl 38 gAGK f 1 06Sfa adzOK | 3
G! Ddzt yAR2y3I [/ NBIFGA2y¢é a ¢Sttt +a abDdzZ yaIR2y3a {SNBAOS
wheels, the modern service industry and the advanced manufacturing industry; with the newebigh
industry as the engine supported by traditional strong industries and modern agriculture and basic
industries as its foundation. Establishment of a modern industrial system in Guangdong includes the six
main industries that promote the modern service industnyd the advanced manufacturing industry: 1)
Modern services that mainly offer support for industrial production including the following 8 industries
such as financial services, logistics, information services, science and technology services, outsourcing
services, exhibition, cultural creativity and economy headquarters; 2) Advanced manufacturers that mainly
supports equipment production industries such as the following 5 industries: equipment production,
automobiles, steel, petrochemical, ship making; 3wNHighTech Industries that mainly supports the
electronic information industry such as the following 6 industries: electronic information, biomedical, raw
materials, environmental protection, energy saving and new energy and marine life; 4) Traditional
industries that offers known brands that includes two areas such as: remolding traditional industries by



utilizing new higktech (electronic appliances, furniture, hardware, textile garment, food & beverages,
ceramics, construction materials etc.) as wedl iadustries that elevates the quality of life (tourism,
accommodation, dining and real estates etc.); 5) Modern agriculture industries that promotes quality
produces in six industries such as: quality grain, specialized gardening, livestock breedimg, fisidern
forestry and agricultural product refining and processing etc.; 6) Basic industries that supports 3 basic areas
such as energy, transportation, water: the energy industries include coal, electricity, oil and gas; the
transportation industry inkude sea, land and air; the water industry include dam and water conservancy
projects etc.
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will account for about 50% of the three industries; rapid depeatent of the modern service industry will
develop rapidly, the scale of advanced manufacturing will be expanded, the overall efficiency of agriculture
will be significantly improved and the international competitiveness of industries will be significantly
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modern service industry will become the leading industry, the advanced manufacturing and the modern
agriculture will become the second and first leadindustries respectively; and the new higgch industry,
superior traditional industry and the primary industry will become the main body of modern industrial
system, forming such a modern industrial system tending to higher industrial structure, more ad#eson
industrial distribution, conglomerated industrial development and kégid industrial competitiveness.

2. Promote transformation and upgrading of the processing trade

The processig trade is an important avenue for Guangdong to share in international outsourcing as
well as a vital aspect of development in the exporiented economy. Guangdong will adhere to the
RANBOGAZY 2F G320SNYYSyld 3Idzi RI YO Eomplefhghiny Mdidiages |+ dzizy2Y
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improve its competitive edge, unification of development speed, structure, quality and efficiency in the
processing tradeas well as the effective transformation and upgrading of the processing trade in
Guangdong's economic development. Guangdong is committed to assist the enterprises in the processing
industry to setup public services platform, R & D structures, headquaridrregional offices; give full
support as these enterprises upgrades in advanced technology and equipments as well as purchasing core
technology and brand name trademarks. It also encourages the processing enterprises to extend the
industrial chain andnicrease in domestic purchasing and other deep processing-oggty businesses;
creates its own brand and label and expand the domestic market. Guides the processing enterprises to
conglomerate in regions and zones under the supervision of parks andwsisted accomplish monitoring
network of the processing industry. By optimizing the processing trade, industrial structure and regional
distribution, it will accelerate the transformation from mainly unincorporated and small to mediaed
foreigninvestedenterprises into incorporated companies and domestic enterprises; shifting from mainly
OEM production to independent R & D designs and independent labels; from mainly targeting foreign
markets to simultaneously open both internationally and domestic migtkepgrading the product
structure, the enterprise structure, the production structure as well as the market structure.

Guangdong strives for further achievements in the structure and distribution in the processing
industry by 2012, taking first steps tonplement even distribution and conglomerate development.
Among which the Pearl River Delta is the conglomeration of the modern service industry and the advanced
manufacturing industry; northeast and northwest Guangdong, the two wings of the Pearl Riteréyion
are to undertake industrial shift and become the region that will bring labtamsive industries and



technology together. The province's processing trade industry as a whole will upgrade; the capacity of
enterprises, innovation and competigmess will significantly improve; the industrial chain will continue to
extend and product technology and value will further increase.

3. Accelerate the development of the service industry
Guangang, in accordance with the objectives and requirements of a modern industrial system,
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possible. Developing a modern service industry that focuses on prbdiigf YR AYLINRB@GAyYy 3 LIS2
livelihood; the emphasis is mainly on the development of industries such as finance, exhibition, logistics,
information services, technology service, and business services, outsourcing services, cultural creativity,
economy headqarters and tourism; thus, full scale upgrade of the service industry. Creates a bigger and
stronger financial industry, constructing district financial centers, establishing-feu#i capital market
system and diversification; relatively mature mséirvice financial system; building a modern logistics and
commodity distribution system; construction of modern shopping districts and wadsks logistics centers;
supports R & D designs, marketing strategy, engineering consultant and service agencaorantep
technology service and business service industries in order to build facilities such as national electronic
odzaAySaa OSyGSNRT 58aiday /FLAGEE 2F [/ KAYFZ AYOGSNYyIlFGAz2
and international service indiiry support centers. In addition, building economies headquarters,
world-class business service center and central commercial districts; accelerates developments in the
human resources service industry in order to ensure proper distribution and manageofdmiman
resources; cultivates and gather creative talents; accelerates building the Pearl River Delta as the base for
state-level software and animation; implements servimgented engineering projects; promotes building
brand name services; the consttion of the comprehensive reform of the National Tourism Test Pilot
%2yS yR O2yaitNUz0GA2Y 2F AYOUSNYlFGA2Yy It (2dNRAald RSEAGAYI
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of the whole service industry.

4. Support for Hong Kong, Macao and Taiwan funded enterprises to cope
with the international financial crisis and assistance in the transformation and
upgrading process

Guangdong is one of the provinces that have the most Hong Kong, Macao and Taiwan funded
enterprises; at presenthere are over 580,000 such enterprises in the entire province accounting for 64%
of all foreign enterprises. Guangdong places great importance on the healthy development of the Hong
Kong, Macao and Taiwan and Guangdong funded enterprises and gives siopdorig Kong, Macao and
Taiwan funded enterprises to cope with the international financial crisis and assistance in the
transformation and upgrading process and promotes the prosperity and stability in Hong Kong and Macao
as well as uninterrupted economaooperation between the two regions. Main measures include: increase
financial support, a special fund of RMB 1 billion Yuan is being set up for the transformation and upgrading
of Hong Kong, Macao and Taiwan processing enterprises; Hong Kong, Macaadveard éfdgerprises are
given part of the fee waiver and tax incentives; simplify the approval procedures including restructuring
and the relocation of processing enterprises; outward processing; domestic sales of bonded goods
procedures; relevant approval pcedures for Hong Kong and Macao enterprises to invest in commercial
retail and for enterprises to invest in food and drug industry; support enterprises in independent
innovation, building more platforms and services to protect innovations and intelleproglerty; assists
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good credit rating to Hong Kong, o and Taiwaifunded enterprises that have competitiveness, orders,
and good credit history; promote tools for direct debt financing; strengthen the building of market
environment and raise the level of protection of intellectual property; establish adauedit system for
enterprises;etc.

lll.Investment preferential policies

1. Income tax preferential policies on investment in high-tech industries

According to the measures outlined in January 1, 2008terprise Income Tax Layclearly state
that the government must give full support to higch enterprises by reducing enterprise income tax by
15%; enterprises are no longer subjected to the restriction imposed on whether they are in the National
Hi-Tech Industrial Development Zone.

The approved higiech enterprises may enjoy benefits from 2 income tax preferential policies: (1)
Rate of income tax reduced by 15%; (2) Exemption from income tax from the year with profit for two years.

2. National preferential policies on export processing zones

According to the Interim Measures for the Supervision and Administration of Export Processing Zones
of Customs of the People's Republic of China and Chidaministration of Foreign Exchange concerning
the Interim Measures for the Administration of Foreign Exchange and State Administration of Taxation on
the Interim Measures for the Administration of Taxation on Export Processing Zones, the main preferentia
policies on the export processing zones includes:

(DImport tariffs and imporrelated taxes

4 Imported machinery, equipments, molds and parts for maintenance and repairs required by the
enterprises for production in the zone, imported machinery, equiptseand building material required for
production in the region infrastructure construction projects and the building materials required to
build production plants, warehouse facilities; imported office supplies for personal use by the
administration of @mestic and foreign enterprises are all exempted from taxes.

4 The imported raw materials, parts, packing materials and perishable materials required by domestic
enterprises in the region to produce the export products are fully bonded.

4 When the scraps, manants, seconds and waste materials from the products processing of the
enterprises within the district and its production process are disposed outside; unless required by laws and
administrative regulations; it will be exempted from export tariffs. Notguequired and permit required
management

4 The imported transportation equipment for personal use and supplies for daily living for workers
purchased by the enterprises and the administrative organizations in the region must pay tax according to
regulations.

(2) The Export Rebate
4 When entering ad exiting the processing zone within China, the supplies provided for the
enterprises in the zone such as machinery, equipments, raw materials, parts, components, packaging



materials made in China and the office stationary and building material requyr@iddzessing enterprises
and administration departments can apply for export rebate base on relevant regulations and procedures.

4 The suppliers used for daily living for workers and transportation equipment purchase by the
enterprises and administration organization in the zone cannot apply for tax rebates.

4 When entering the export processing zone from within China, the machineggspments, raw
material parts, components, packaging materials, infrastructure materials which have been dealt with the
formalities of tax on import, ea list of the above items must be submitted to the customs and follow the
procedures on export declatian.. The items will be released after inspection and acceptance of the
customs. In the above goods and material, the paid import duties, import \alded tax and
consumption tax are nonefundable.

4 When the products based on domestic technology are unable to meet the requirements, it is
necessary to move the goods prohibited for export to the processing zones for further processing; report to
the competent department of foreign economic and trade &pproval and the customs shall implement
supervision and administration according to the management measures on the export material processing.
With respect to the goods that enter the export processing zone, tax rebate cannot be issued without
signed eport goods customs declarations.

(3) Domestic tax policies on export processing zones

The products produced in the export processing zone and taxable services are exempted from VAT
and consumption tax. Other domestic taxes (such as income tax, loagt)eshould be handled according
to the existing national policies and regulations on taxation.

VI. Approval Procedures of Investment
The Examination and Approval Procedures for Establishment of Joint Ventures,
Cooperative Ventures and Exclusively For€dgymed Enterprises

Cooperation parties negotiate
Preratification of the name of the enterprise (by the Industrial and Commercial Bureau in the location of
the registration)

Foreign invested enterprise (SHfiareign joint ventures, cooperative venturesich wholly foreign owned
ventures) should submit the feasibility study reports, contracts, the articles of association along with other
materials required to the local authorities of foreign trade and economic cooperation (at county level/municipal
level) h the location of the enterprises and the Department of Foreign Trade .If establishing full foreigrd
enterprises, please submit the feasibility study reports, contrats and the article of association . The competent
department of local foreign economiand trade shall carry out examination and approval according to the
relevant authorities for examination and approval or submit to higher level of authority for approval.

Foreign invested enterprises (Sifareign joint ventures, cooperative ventures awttolly foreign owned
ventures) should apply to approving authorities for the approval certificate.

Business registration (in municipal or provincial administration for industry and commerce)

Establishment of enterprise

Making company seal (in local pulsiecurity bureau)

Applying for code of enterprise (in provincial technology supervision bureau)

Foreign exchange opening taxation customs

financial



registration bank accounts registration registration

registration

labor administration commodities inspec animals and plants insurance entry/exit
registration tion procedures guarantine procedures procedures
formalities

1. The above ekcribes general procedures to apply for foreign invested enterprise.

2. Foreign invested enterprise with a total amount of less than USD 100 million, and listed in Encouraged
Catalogue and Permitted Catalogue (not including infrastructure and miningjitly submit feasibility study
report, contract and articles of association to municipal authority in charge of foreign trade and economic
cooperation.

3. For those projects that are beyond approval limit of our province, or under direct control afatent
government, Provincial Development and Reform Committee, Economic and Trade Committee, Department of
Foreign Trade and Economic Cooperation should submit them to organizations authorized by State Council for
approval.

4. For more details of every predure, please contact concerning department.

5. Investors are requested to apply to the respective administrative committee if their projects are to be

established in the statgrade development zones, tgxotected zones and export processing zones.

Appendix

l. Investment Cost



1.Water Price of Main Cities in Guangdong
Unit: yuan/m?

Region City Current (Resi- |Indus- Adl_ninis- Service | Restric- Others
Compre- |dents | try trative Industry| five
hensive |Price |Price |Institution|Price | industries-
Price Price
Guangzhou| 1.69 1.32 | 1.83 1.61 2.71 3.38 2.20
Pearl
River Iqpenzhen | 238 | 1.90 | 2.25 2.3 2.95 7.50 3.70
Delta
Region
Zhongshan| 1.36 1.38 | 1.38 1.43 1.68 2.00 1.70
Zhanjiang | 2.076 1.25 | 148 1.50 2.40 3.24 3.04
East
And Shantou 1.56 1.45 | 1.20 2.20 2.90 4.50 4.00
West
Wings | .
Jieyang 1.198 1.15 | 1.30 1.20 2.50 1.08
. Meizhou 1.627 1.48 1.50 1.70 2.25 2.80 2.90
Main
Cities
in Shaoguan 1.28 1.05 | 1.28 1.45 2.20 3.00 2.10
Moun-
tain
Areas |Qingyuan 1.31 1.05 | 1.30 1.30 2.10 0.95
Remarks:

1. The sewagdisposal fee is not included in the price listed.
2. The above data is for reference only; the exact price is published by the corresponding department.
3.Source:Guangdong Price Bureau http://www.gdpi.gov.cn



http://www.gdpi.gov.cn/
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Remarks: 1. Additional expenses for urban development and maintenance are collected by the
power supply section.
2. The above data is for reference only; the exact price is published by the
corresponding department.

2. Comparative List Of Electricity Prices BEetween Main Hilly
Cities And Pearl River Delta Redion

Uut: centdlosh
The Pearl
Class Fiver Delta Shaognan Heyuan Zhaoqing
Electricity Prices of
a7.93

1 seale Trndstries 5594 5594 al.04
Frice For Non-

mes Tew e 23.52 75 14 7314 76.94
industry And Industry :
Price For Business 102.27 9774 Q774 99 &4
Residential 5181 51.00 64.00 70.00
Electreity Frice
Agnmiltwal Indsstry) o o0 50.00 50.00 &1.00
Electrecity Frice

Remarks: 1.Electricity prices of large scale industries exclude elementary charges.
2.The statistic showed in the list is the weighted arithmetic mean of 7
cities from Pearl River Delta ¢ten, including Guangzhou, Dongguan,
Foshan, Zhongshan, Zhuhai, Jiangmen, Huizhou. The actual number is
slightly.
3.The above data is for reference only; the exact price is published by



the corresponding department.
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3.Relevant Websites
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http://www.mofcom.gov.cn

Investing in Guangdong

http://lwww.invest-gd.com

Guangdong Price Infmation Web

http://lwww.gdpi.gov.cn

The Greater Pearl River Delta

http://www.thegprd.com

Guangdong YiFa wang

http://www.gd218.org.cn

IV.Living Information

1. Useful Telephone Numbers

114:
106:
103:
108:
110:
119:
120:
121:
122:
184:

Inquiry about Local Telephe Numbers

Inquiry about International Long Distance Call
Making International Long Distance Call
Operator for International Collect Call

Police Emergency Call

Fire Brigade

Ambulance

Weather Forecast

Traffic Accident

Inquiry about Domestic Postal Codes

11185: Postal Clients Service & EMS
36066999: New Baiyun International Airport Flight Information

2.Government Office Hours
8:00-12:00, 14:0617:30. Monday through Friday.

3.Bank Hours
9:00-17:00, Monday through Sunday

4.Shop Hours
9:30-22:00, 24hour store is also available.

Remarks:
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