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General Introduction to Penglai

Location of Penglai

Penglai is a city within the Yantai District of Shandong Province. Shandong is
in the east coast of China, the lower reaches of Yellow River, and the junction
of Bohai Sea Rim Economic Region and Yellow Sea Economic Circle,
neighboring Jiangsu, Zhejiang and Shanghai to the south, Beijing, Tianjin and
Liaoning to the north, and energy source bases in Shanxi to the west, facing
Korea Peninsula and Japanese islands over the sea to the east. Yantaii at
Latitude 374 'N and Longitude 121% 'E, Yantai is on the northeast coast of the
Shandong Peninsula, south of the Bohai Sea where the Bohai Bay opens up
into the Yellow Sea, and parallel to the southern tip of Korea.

By Road - Qingdao is 2.5 hours to the south and Jinan is 5.5 hours to the
southwest.

By Air - Beijing is 1 hour by plane to the northwest; Shanghai is 1.5 hours by
plane to the south, Dalian is 40 minutes by plane to the north across the mouth
of the Bohai Bay. Korea Incheon airport is 2 hours by plane across the Yellow
Sea to the east. Japan is 3 hours by plane to the southeast.

By Sea - Dalian is only 7 hours away by ferry across the mouth of the Bohai
Bay; Tianjin is 10 hours away by ferry to the west; Korea is only 16 hours away
by ferry to the east.

Penglai is 40 minutes by taxi from Yantai city driving west along the scenic
coast road. The 3-laned highway is broad and recently completed, and passes
by the economic development zone, the tax-free import-export processing
zone, the new west seaport, gorgeous agriculture lands with vegetables, fruit
orchards and vineyards, beautiful wine chateaux, as well as several views of
the sea and sandy beaches. Penglai, is located between 12035---121°18’ E
and 3725’---37%50’ N. It is 66 sea miles from Liao dong Peninsula to the north
and faces Korea and Japan to the east.

Penglai has an ideal location and good transportation systems, only 70 km
from Yantai Airport, Yantai Railway Station and Yantai Port on the east, 200 km
from Qingdao Airport and Qingdao Port. Both Weiwu Expressway and No. 206
National Highway pass through Penglai, and Weiwu Expessway connects
directly with Tongsan (Tongjiang—Sanya) and Jiging expressways which link
up with China’s nation-wide transportation network.
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Maps of Penglai

Map Showing Position of Yantai in Shandong Province , China

Map Showing Position of Yantai & Penglai in Shandon g Province, China
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Map of Yantai Showing the Various Counties and Coun  ty-Level Cities
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Satellite Image of Penglai
(Courtesy of Google)

Satellite Map of Penglai (3Z3¥)
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Map Showing Position of Victory Qilfield
(Courtesy of Microsoft)
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History of Penglai

Penglai has a long history, with evidence that human beings lived here as early
as in the new stone age. Penglai was originally called Dengzhou, and was
made famous by the Emperor Han Wudi when he visited in 133 BC and
described it as a “Fairy Land on Earth”. Ever since then, the location was
regarded in China as one of the “Three Celestial Hills of the Eastern Sea”
which were inhabited by fairies. Subsequent Emperors such as Emperor Qin
Shihuang (260 BC to 210 BC) visited this fairyland in search of the panacea of
life, and Emperor Han visited Penglai in search of the fairies. Their epic
adventures inspired great scholars and poets such as Bai Yuyi to write poems,
verses and scriptures and Su Dongpo to write the fairy tale of "Eight Immortals
Crossing the Sea" which further perpetuated the legend and the wonder of the
mirage for all to know.

Penglai Town was formally established 634 AD. In the third year of Shenlong of
the Tang Dynasty (707 AD) Penglai Town was elevated to Penglai County.
During the 1,100 years from Tang to Qing Dynasties, Penglai was an important
political, economic and cultural centre of China. During this period Penglai
Pavilion, which was setup in 1061, was one of the four most famous pavilions
in China (the others being Yueyang Pavilion, Huangbe Pavilion and Tengwa
Pavilion). The water city founded in 1376 still remains as one of the most
completely preserved ancient naval fortresses in China.

In February 1861 a church was founded in Goodness of Mercy House in North
Street and was the first church of Jinxin Association in North China.

In 1864, Wen Hui House was set up in Dengahou, Penglai City, which was the
first Senior Schools in Shandong Province, and Qisan School which was set
up in 1887 was the first deaf school in China.

Penglai has hundreds of scenic spots which have been listed as historic
protected sites including, Penglai Naval Fortress, Penglai Pavilion, Qijiyuang's
Memorial Temple (and Family Memorial), Liujiagou Building, and Cunliji
Cemetery. Penglai now possesses a number of world-famous nationally
protected historical relics: Penglai Naval Fortrees and Pengai Pavillion, Qj
Jingang 's homeland. Penglai has been classified as a national tourist scenic
spot by the State Council and in 2000, it was designated as an “Excellent
Tourism City of China” and Penglai Pavilion was designated as a “National
4A-Ranking Tourist Attraction”.
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In 1991, Penglai was upgraded as a prefectural level city with the approval of
the State Council and it was one of China’s earliest areas to be opened
internationally.

Notable historic people that came from Penglai include:

* Ancient National hero Qi Jiguang

* Ancient Military leader Song Qing.

* Henry Robinson Luce (pronounced like "loose") (April 3, 1898 —
February 28, 1967) was an influential American publisher, and founder
of TIME, Fortune, and Life. Luce was born in Penglai, China, the son of
a Presbyterian missionary and educated in various boarding schools in
China and England. At 10, he was sent to a British boarding school at
Chefoo (Yantai City) on the China coast and at 14, he traveled to
Europe alone. He first arrived in USA at age 15 to attend Hotchkiss
School in Connecticut and he graduated from Yale University in 1920.

Geography of Penglai
The total area of the city is 1,128.5 km2 and the coastline is 86 km.

Penglai City is a subsection of Yantai City, Shandong Province, China.

Penglai is the most northern part of mainland Yantai and in the centre of Yantai
Region. Except Bohai Sea to the north, Penglai is entirely surrounded by
Yantai Region, being west of Fushan District, east of Longkou City, and north
of Qixia City. Its limits in geographic coordinates are 120935-12109' E,
3725'-3750" N.

The city contains seven townships, three districts, and five street offices:

+ Beigou Town: contains Xicheng Port Industrial Park

+ Chaoshui Town

+ Cunli Town

+ Daliu Town: contains a namesake industrial park

+ Daxindian Town

« Dengzhou Street Office: where Qin Shihuang visited to gain immortality
+ Liujiagou Town

+ Nanwang Street Office

« Penglai Economic Development Zone: contains three industrial parks
+ Penglai Tourism-Vacation Area

+ Penglai Urban District

+ Penglaige Street Office

+ Xiaomenjia Town

+ Xingang Street Office

+ Zijing Street Office
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Population of Penglai

The population is 460,000, of which approximately 374,400 are in agricultural
industry, the remaining 75,600 are in various other sectors (although this is
changing quickly with industrialisation).

Climate of Penglai

Influenced by the sea Penglai is neither hot in summer nor cold in winter. With
the annual average rainfall of 592.0 mm, annual sunshine time of 2,852.2
hours, annual average air temperature of 12.5C, re lative humidity is 65%, and
annual frost-free period of 209.2 days.

Infrastructure of Penglai

Penglai Ports

There are 4 ports including 2 national 1st-class open ports: Penglai New Port
and Luanjiakou Port. There are three 50,000-ton berths and six over
10,000-ton berths. A 60,000-ton petroleum dock and a 50,000-ton shipping
dock are under construction. The passenger-cargo ro/ro sea route has been
opened to Lvshun and Dalian with the annual handling capacity of more than
10 million tons, which becomes the shortest “Golden Route” connecting the
East of China and Northeast of China

Natural Resources and Products of Penglai

Penglai is rich in natural resources with high quality such as gold, copper, lead,
limestone, granite, volcanic ash, fluorite and marble which have been verified
and mined. The annual output of gold is 180,000 ounces, ranking the third in
the country, with 11 tons of gold reserves. Apparently there are 26 million tons
of fluoritum reserves, 200 million tons of limestone reserves and 200 million
cubic metres of cinerite reserves. The apple cultivating area of is 20,000
hectares with the annual export of 30,000 tons and the grape area is 2,667
hectares with 35,000 tons for annual output. The breed and quality of the
grapes are the best in the country. There are over 4,000 hectares of
vegetables, half of which are green house vegetables. Annual output is
300,000 tons. Chicken is the most important product of the livestock
husbandry and the annual processing capacity is 13 million pcs. The export of
chicken products is over 25,000 tons. The total output of aquatic products is
380,000 tons with annual export more than 100,000 tons.

Oil and Gas will become increasingly important as a Penglai industry in the
near future. Penglai Port is 30 Nautical Miles away from Penglai #19-3 Oil
Field, which is located in the south of Bohai Sea and is the largest offshore
oil field in China’s waters  with estimated reserves of 600 million tons.
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About 80 km to the West of Yantai is the city of Dongying and the Victory
Oilfield which is China’s second largest oilfield. The confirmed deposits of oll
and gas are 2.1 billion tons and 17 billion cubic meters respectively, and are
estimated to be about half of the total actual deposits of Victory Oilfield.

List of Penglai Industries

For graduates seeking work in Yantai-Penglai, there is a large range of
industries and companies to choose from including large public or private
companies and foreign invested companies.

Penglai’s leading industries are:

* Wine and Grape Production

e Tourism

» Construction

* Gold Mine and Products

* Ship-Building and Boat-Yards

* Aquaculture and Seafood Products
* Weaving and Dying

* Automobile Production

* Pharmaceuticals

* Harbour-Based Processing

Auto Refitting and Auto Spares Processing

Auto refitting and spares processing is one of the pillar industries in Penglai.
There are many such enterprises in the city including Shandong Auto Refitting
Factory of the Faw, Penglai Power and Machinery Spares Facory, Wanshou
Auto Spares Factory, etc. The annual sale income is almost 2 billion RMB.
Emphasis: Refitting trucks, special-purpose trucks and auto spares.

Tourism in Penglai

With its mountains in the background, and facing the sea, Penglai boasts
beautiful scenery. Indeed, Penglai is referred to by the Chinese as “the
Fairyland on Earth”. The mysterious mirage appears every summer, and world
famous national protected historical relics-Penglai Pavilion and the Water
Fortress make the city not only a natural attraction but also a place of historical
figure and cultural heritage. It is approved as a national-level scenic spot by
State Council and receives 2.6 million visitors from round the world annually.
(Please see attachment for details of tourist attractions in Yantai/Penglai).

Grape Planting and Wine-Making Industry
Penglai has excellent natural conditions for growing grape and developing
wine-making industry. It has become the grape-growing and wine-producing
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base of the famous Chinese wineries, such as the Great Wall, Dynasty,
Changyu, etc. Now, Penglai is well known as “Bordeaux in China”. Penglai is
known in the global wine industry as one of the world’s seven “grape coasts”.
The cultivation area is about 41,333 hectares, garden field 23,333 hectares
and viticultural area 5333 hectares. There are about 45 winery companies in
Penglai. The annual production capacity for wine is more than 80 million liters,
accounting for 20% of Chinese wine product and sale quantity.

(Please see attachment for details of wine industry in Yantai/Penglai).
Emphasis: Grape country, wine and fruit products processing, grape institute

Aquaculture and Seafood Products

There are 239 species of animals and 59 types of sea weeds in Penglai sea
area, Penglai is particularly abundant in precious sea foods such as sea
cucumber, scallops, abalone prawn, and flatfish and in sea weeds such as
laver, sea-langle and agar.

Harbour-Based Processing Industries

Owing to Penglai Port and its broad hinterland, great progress has been made
in recent years in the harbour-based processing industry which includes
building material industry based on timber processing, marine heavy industry,
petrochemical industry, metallurgy, logistics and shipbuilding. The annual
import of timber is 700,000 m3 and the verified reserve of the Penglai 19-3 sea
oilfield is 600 million tons. With complete inspection agencies including Penglai
Customs, the Inspection and Quarantine Bureau, procedures can be easily
handled.

List of Penglai Companies

For graduates seeking work in Yantai-Penglai, there is a large range of
companies to choose from including large public or private companies and
foreign invested companies.

Some of Penglai’s leading companies include the following 10 entities:

e Peng Jian Construction Industry Group

e Hai Feng Construction Co, Ltd

* Gold Production Co, Ltd

* North Ben Chi (Mercedes Benz) Production Co, Ltd
* Peng Da Group

e Shan Dong Vehicle Refitting Group

« Bei Gou National Electric Group

e Zhong Liang Wine Group

e Exhibit International Co Ltd

* Min He Foods Co Ltd
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Pengjian Construction Industry Group

Shandong Pengjian Construction Industry Group Limited company was
registered in April, 2002 but has been in business in 1958 (previously dba as
Penglai Architectural Engineering Limited company). Its businesses include:
property development, estate management project design, municipal
engineering company, steel structure manufacturing, auto refitting factory,
building materials test center, new construction materials plant, aluminum alloy
factory, fine chemical factory, new building materials, road steel plate. With
more than 4,000 staff, Pengjian Group’s annual turnover is above RMB 500
million.

Haifeng Construction Co. Ltd

Haifeng Construction Co. Ltd is a Tourist Resort Development business. In
2000, this company additional invested over RMB 100 million in the
construction of “the Eight Immortals Haikou” scenic area. In 2002, after the
scenic area opened for business, more than 1 million local and foreign tourists
visit annually. In 2003, with city support, Haifeng invested RMB 460 million to
construct Penglai Ocean World which is the biggest of its kind in Asia. This
scenic area was opened for business in September, 2004. During the Chinese
national May-day holiday week, Penglai Ocean World received more than
100,000 visitors with ticket entrance revenue of over RMB 12.2 million. At
present, this company is beginning to plan the design “Penglai Village”
Botanical Gardens, with planned investment of RMB 360 million. “Penglai
Village” will feature “Northern China Emperor” style and “Southern Xi - Yangzi
River style botanical gardens to give an unparalleled Chinese historical and
cultural botanical experience.

Gold Production Co. Ltd

The Shandong Penglai Gold Production Co. Ltd is in the business of gold
mining, gold trading, research, and education. With more than staff 3,000, the
company owns 4 gold mines, gold refineries and more than 20 Industrial
enterprises including total assets of RMB 2,200 million. Gold output in 2006
was 155,002 ounces, realizes the gross value of industrial output RMB 1.8
Billion, the sales revenue RMB 1.7 Billion, the profits and taxes RMB 200
Million, the profit RMB 180 Million.

North Benz Auto Production Co. Ltd

The North Benz Auto Production Co. Ltd — located in Penglai economic
development zone. The North Benz Auto Production Co. Ltd - the Penglai
branch company was established with an investment of RMB 700 million in
2005. The factory grounds cover 696 Chinese acres, with a floor space of
86,000 square meters. The North Benz Auto Production Co. Ltd is designed to
fully integrate the most advanced foreign processing technology and the
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equipment shaping omni-directionally, has the domestic first-class automobile
general equipment department technology, with state-of-the-art chassis
assembly line and oversize vehicle examination production line. The North
Benz Auto Production Co. Ltd can produce various kinds of heavy-duty truck.
The company estimates that in 2010 they will be able to produce 30,000 trucks
with sales revenue of approximately RMB 6 Billion.

Pengda Group
Pengda Group owns 21 large-scale enterprise's. Its main businesses include
real estate, construction, finance, stock, printing, trade, travel, and hotels.

Shangdong Vehicle Re-Equipping Factory
FAW Shandong Motor Vehicle Re-equipping Factory is Penglai's leading
automobile re-fitting and spare part company. The company has established a
successful and long-term cooperation with Ukraine’s Larz Auto manufacturer
and a number of other overseas factories.

Beigou National Electric Group

Beigou National Electric Group was invested by China National Electronic
Group. The China National Electric Group-Penglai National Electric Group is
one of Shangdong province’s “15” most important entities. This project
production uses the sea water co-current water supply system with the
circulating water, takes the cooling water source by the sea water, uses the
pipeline to take the water isometric round-robin mode supplies. In order to
meet with national environmental protection requirements, the system uses
highly effective electrostatic precipitator, a haze de-sulfurizing unit, and
wastewater disposal recycling station to remove pollutants. Meanwhile the
chimney’'s 24 hour monitoring system ensures strict standards for sulphur
dioxide, nitrogen oxide, mist and dust emissions.

Zhongliang Wine Group

Junding Wine Village is located in Penglai’'s South Emperor Mountain Valley,.
The Wine Village has 8000 square meters of underground wine cellars, a wine
culture center.

Penglai International Exhibition Centre

The Penglai International Exhibition Centre (Penglai Tourism Handicraft City)
Is being constructed with RMB 3.5 billion invested by Macao Mingjia Group.
Upon completion it will be one of Asia’s largest tourist handicraft wholesale
centres. The Exhibition Centre’s total floor space will be 1,680,000 square
meters, Commercial Real Estate 1,240,000 square meters, including 6
3-Storey Business Buildings with a floor space 880,000 square meters;
International Convention Centre 100,000 square meters, Commercial Offices,
Hotel, Restaurants and Recreation 330,000 square meters; Residential

September 9, 2008 PaGE 14 0F 34




Apartments 440,000 square meters, including 30 18-storey buildings. At
present nearly 4,000 stores in the 3rd building and the 1st building - “traveling
craft high-quality goods city” is near to completion, and will soon be available
for business.

Minhe Food Ltd Company

The Penglai Minhe Food Limited Company is a JV between Shandong Minhe
Muye Limited company and US investors with a registered capital USD
1,700,000. The company’s main business is chicken slaughtering and
processing for export. The company is conveniently located at Penglai's new
East Highway, North of National Highway 206, about 2km from Penglai Hsin
Kang, and 10km from Penglai Port. The company’s land covers 40,000 square
meters, with Processing workshop floor space 12,000 square meters, and
ancillary facilities floor space 8,000 square meters. State of the art facilities
ensures national standards of food safety and hygiene. The company’s latest
investments includes Dutch Shituoke Company fully automated slaughtering
processing production line, HACCP hygienic safety control system, Japan's
vacuum packaging machine, France's slice ice machine, and Sweden's
completely automatic sensory door-opening technology.
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Foreign Investment in Penglai

Preferential policies for Foreign Investment in Pen  glai

(Provided by Yantai Development Planning Commission — February 2", 2008)

Generally speaking, preferential policies will be determined according to the
principle of negotiation on a case-by-case basis and specific problems will be
treated through specific analysis. However, general preferential policies are as
follows:

I . Policies of tax
1. Circulating tax

1.1 The system of refunding taxes on exported goods: unless otherwise
specified in the state, for the products manufactured by foreign investment
enterprises, after conducting formality for export in the custom, it may apply for
refunding taxes on exported goods to the custom against the export
declaration etc certificates.

1.2 Exemption for exported goods: Foreign investment enterprises may be
exempted import linkage circulating tax of imported raw materials etc to
manufacture exported products.

1.3 The raw materials imported by foreign investment enterprises in the form of
trade mode of processing trade and processing with imported materials etc
may be exempted import linkage value-added tax and consumption tax.

2. Enterprise income tax

2.1 Preferential policies of tax for productive foreign investment enterprises:
productive foreign investment enterprises, except for natural gas, rare metal
and noble metal etc resources exploitation projects which are specified with
more than 15 years of period of operation, shall be exempted enterprise
income tax within the first year and the second year, and exempted enterprise
income tax at 50% within the third year to the fifth year from the year of
beginning to obtain profit.

The foreign investment enterprises engaged in agriculture, forest industry and
livestock husbandry, after enjoying preferential period of enterprise income tax
at “two-exemption and tree-reducing half” specified by the state, through
application of the enterprise and with the approval of the tax competent
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department under the State Council, may be exempted enterprise income tax
at 15% - 30% of payable tax in the following 10 years continuously.

2.2 Tax preferential policies for coastal economic development zones

Any productive foreign investment enterprise in coastal economic development
zones may be exempted enterprise income tax at 24% of tax, of which,
technical and intellectual intensive projects or foreign investment enterprise
with investment more than USD 30 million and long period of recovery, or
projects falling within energy, transportation and port construction may be
reduced and levied at 15% of enterprise income tax with the approval of the
State Administration of Taxation.

2.3 Preferential policies for products export enterprises and advanced
technical enterprises

2.3.1 The products exporting enterprises established by foreign investment
enterprises, if its output value of exported products in current year reached
70% after the expiration of reducing and exemption of enterprise income tax
according to the state relevant rules, may be reduced and levied at 50% of
enterprise income tax, of which, the enterprises that paid enterprise income tax
at 15% may be reduced and levied 10% of enterprise income tax.

2.3.2 The advanced technical enterprises established by foreign investment
enterprises that are still advanced technical enterprises after the expiration of
reducing and exemption of enterprise income tax according to the state
relevant rules may be postponed for 3 years to reduce 50% of enterprise
income tax. If the tax rate reduced at 50% is less than 10%, it shall be levied
10% of enterprise income tax.

2.3.3 Any foreign enterprises that transferred technology to our country may be
exempted sales tax. The foreign enterprises with advanced technology and
preferential conditions may be exempted enterprise income tax with the
approval of the tax competent department under the State Council. The
income from technological transfer obtained by the foreign investment
enterprises (including research and development center established by foreign
investment enterprise) may be exempted sales tax.

2.3.4 The foreign investment enterprise with technological development fee
more than 10% compared to one of the previous year may be deducted
payable income tax in the current year at 50% of actual amount of
technological development fee again. The specific ratio shall be performed in
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accordance with the “Management Rules of Deducting before Tax of
Enterprise Technical Development Fee” enacted by the State Administration of
Taxation.

2.4 Preferential policies for special industries and projects

2.4 Sino-foreign joint ventures engaged in construction of ports and docks may
be reduced and levied enterprise income tax at 15%, of which, the enterprises
with more than 15 years of period of operation shall be exempted enterprise
income tax within the first year to the fifth year and exempted enterprise
income tax at 50% within the sixth year to the tenth year from the year
beginning of obtaining profit.

2.5 Preferential policies of tax for reinvestment: For foreign investors of foreign
investment enterprises that use after-tax profit obtained from enterprise to
directly invest on the enterprise to increase its registered capital or as capital to
establish other foreign investment enterprise with period of operation not less
than 5 years, it may be refunded at 40% of its part of paid income tax through
the investor’s application and with the approval of taxation department. If it is
directly used as reinvestment to establish and expand products export
enterprise and advanced technological enterprise, the enterprise may be
refunded all paid reinvestment of enterprise income tax. For a foreign investor
who reinvests to establish and expand enterprise, if it did not reach the export
standard of products within 3 years from the beginning of production or is not
confirmed as advanced technological enterprise, it shall be returned 60% of
refunded tax. If the reinvestment did not reach 5 years, it may withdraw the
refunded tax.

II. Policies for tariff duty

1. For encouraged foreign investment projects in accordance with the “Guide
Directory of Foreign Investment Industries”, self-use equipments within the
total investment amount, except for the products listed in “Directory of
Imported Merchandises for Foreign Investment Projects without Exemption”,
may be exempted tariff duty and import linkage value-added tax.

Self-use equipments imported by using foreign governmental loan and
international financial institutional loan, and non-priced imported equipments
provided by foreign investor for processing trade may be performed according
to the above article.
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2. For technical innovation of the established encouraged foreign investment
enterprises, the foreign-funded research and development center, advanced
technological and product export foreign investment enterprise, the self-use
equipment and its complete set of technology, parts and spare parts that were
approved but can not be manufactured in the state or their performance can
not meet the requirement, may be exempted import tariff duty and import
linkage tax in accordance with the “State Council's Notice about Policy to
Adjust Tax of Imported Equipments”.

3. Any foreign investment enterprise that purchased domestic equipments
within total investment may be refunded all value-added tax of domestic
equipments so long as these equipments fall within the range of exemption of
import tax. If a foreign investment enterprise carries out technical innovation or
manufacture of high & new technological products in accordance with the state
industrial policies, its purchased domestic equipments may be deducted or
exempted enterprise income tax according to the relevant regulations.

4. For the research and development center established by a foreign
investment enterprise, the self-use equipment and its complete set of
technology, parts and spare parts that were approved but can not
manufactured in the state or their performance can not meet the requirement
may be exempted import tariff duty and import linkage tax in accordance with
the “State Council’s Notice about Policy to Adjust Tax of Imported Equipments”.
Their transferred technologies may be exempted sales tax as same as the
domestic scientific institutions.

5. The raw materials, fuel, parts, components, elements, complete set of parts,
auxiliary materials and packing materials imported by a foreign investment
enterprise to perform export of products may be bonded when being bonded
(packing materials may be exempted and bonded according to the ratio).
Processed products may be set off for settlement after exported.

6. Activator, catalyzer, grinding material and fuel etc that are used to process
exported products and consumed during production with reasonable quantity
by a foreign investment enterprise to perform export contract of products may
be exempted import tariff and value-added tax.

7. Any foreign investment enterprise that exports self-made products, unless
otherwise specified by the state or the products are limited to export, may be
exempted export tariff duty.
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Attachments — Supporting and Source Documents

Advantage analysis of investing in Penglai

Penglai is located in the west of Yantai City, with total area 1129 square
kilometers, shoreline 60 kilometers and a population of 450,000 people.
Penglai City has a outstanding industrial characteristics and developed
regional economy, and is one of the strongest counties in China, one of strong
counties in county economy and foreign trade in Shandong Province, with 4
leading industrial groups including tourism service industry, automobile and
parts and components, grape and wine.

1. Historical cultural advantage: Penglai has a long history, and is a famous city
of historical culture in our country and one of excellent tourism cities in China.
It has the beautiful legend of the Eight Immortals crossing sea and wonderful
sight of flyaway, and is one of 4 famous ancient buildings in China — Penglai
Villa, which is also the largest port city in Chinese ancient times and starting
point of the Silk Road on sea in the east.

2. Regional advantage: Penglai will become a group in central urban area of
Yantai according to the perspective development planning of Yantai City. Being
an integrated coastal urban area, Yantai and Penglai are the current main
development direction. At present, the eight groups in urban area of Yantai
have been connected with Penglai.

3. Traffic advantage: Traffic to the outside in Yantai is very convenient, with
complete set of ocean, land and air etc various traffic means, which is an
important nodal point of passageway of railway, road and coastal traffic in the
state — an important port city in China. Yantai Airport is one of international
airports in our country and one of three open airports in Shandong Province.

With gradual saturation of freight handling capacity of current airports, the
future site of the new Yantai International Airport has been approved at

Chaoshui Town, just 20 minutes by taxi from Penglai . When construction
has been completed, the new airport will strengthen the connection of Penglai
with international and domestic areas. Yantai Port is a main hinge port in the
coastal areas in our country and one of important nodes on land and ocean
passageway in the east. The port has a variety of functions including loading
and unloading, storage, transshipment, transportation organization, modern
material distributing, industry adjacent to port, communication and information,
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comprehensive service, bonded, processing, commerce and tourism. It is
gradually being developed into a modern, multifunctional and comprehensive
port with advanced facilities, perfect function, high efficient management and
civilized environment protection.

Landway traffic: It has formed a systematic and convenient traffic network on
the basis of Lan—Yan Railway, De—Long-Yan Railway, Rong—Wu Expressway
and Shen-Hai Expressway and high-grade traffic system currently under
construction.

4. Advantage of cultural education: At present, there are totally 8 normal
colleges and universities including Yantai University, Ludong University,
Shandong Industrial and Commercial College, Navy Aviation Engineering
College and China Agricultural University (Yantai Branch) etc, with more than
110,000 in-school students. Yantai has become an important base integrated
with education, scientific research, and cultivation of talented persons and
initiating.
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Penglai Wine Industry Report
(Source: www.penglai.gov.cn)

I Survey of Penglai

Penglai is located at the northern coast of Shandong Peninsula, stretching
across 12035’---121°18' E and 3725’---3750’ N. B elonging to the southern
production place circling the Bohai Bay, it boasts high-quality winemaking
grape. Penglai is one of the world’s seven grape coasts. The city of Penglai is
about 66 nautical miles from the Liaodong Peninsular. Bordering on the Bohai
Sea and the Yellow Sea, it faces Korea and Japan across the sea.

Penglai is famous as “the fairyland on earth”. The mysterious mirage and the
well-known Penglai Pavilion make the city not only a natural attraction but also
a place of historical figure and cultural heritage.

Penglai is a booming coastal open city, which has flourishing agriculture and
industry. It attracts a great number of business people from home and abroad
because it has superior condition, convenient traffic and favorable policy. As a
coastal city, Penglai owns first-class national open ports with a 60,000-ton oil
dock and 5000-ton-berth, 10,000-ton-berth and 50,000-ton-berth shipping
docks. The passenger-cargo roll-on-roll-off ship line between Shandong
Peninsular and Liaodong Peninsular has been completed and opened to traffic.
The cargo ship lines to Hong Kong, Japan, Korea and other countries have
opened to traffic too. With complete inspection agencies including Penglai
Customs, the Inspection and Quarantine Bureau, procedures can be easily
handled. With an ideal location and easy transportation, Penglai is 70
kilometers from Yantai Airport, Yantai Railway Station and Yantai Port on the
east, 200 kilometers from Qingdao Airport and Qingdao Port. Weiwu
Expressway and NO.206 National Highway run across Penglai. Weiwu,
Tongsan (Tongjiang—Sanya) and Jiging expressways are connected with
each other forming the transportation network nation-wide.

Penglai covers a total area of 1128.6 square kilometers with a population of
450,000. The cultivation area is about 41,333 hectares, garden field 23,333
hectares and viticultural area 5333 hectares. There are about 45 winery
companies in Penglai. The annual production capacity for wine is more than 80
million liters, accounting for 20% of Chinese wine product and sale quantity.

II Climate condition

With the annual average rainfall of 592.0 mm, annual sunshine time of 2852.2
hours, annual average air temperature of 12.5C , annual active accumulated
temperature of 4164, effective accumulated temperature of 1625T in
growth period, annual frost-free period of 209.2 days, Penglai’s climate
condition changes slightly in growth season. There is little rainfall in summer
and grape has a long mature period. The temperature varies a bit between day
and night (about 7.5-8.0C ) before mature. Relative Humidity is about
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65%-85% from August to October. The precipitation decreases from the
middle of August. Climate condition is the most influential element to the
quality of grape, which needs adequate sunshine, abundant thermal condition
and suitable rainfall in growth season while faithful air temperature and little
rainfall in harvest season. The climate in two months before harvest is
extraordinarily important to the quality of grape.

The quality of grape is mainly subject to hydrothermal coefficient i.e. K indexes
and sunlight coefficient i.e. IH index.

K=Y P/ tx10

K is the hydrothermal coefficient, > P is the precipitation while the air
temperature is 10C, >t is the accumulated temperature while the air is over
10<C.

IH=XHx10-6

IH is the solar energy coefficient, X is the accumulated temperature during
grape growth period, H is the insolation coefficient.

According to solar Energy Coefficient Theory, the demand for sunlight of
different grape varieties can be satisfied in condition that IH is over 4.5 in
growth season. Penglai, whose IH is 7.66 in growth season, can completely
meet this demand. Hydrothermal coefficient (K) and precipitation in different
periods are illustrated in Form 1. According to Hydrothermal Coefficient Theory,
in grape’s mature period, i.e. a month before picking period with precipitation
no more than 100mm and hydrothermal coefficient (K) less than 1.5 two
months before mature period, great wine can be made; while K index ranges
from 1.5 to 2.0, good wine can be made; while K is over 2.5, it is not suitable to
plant wine-making grape. In the light of Penglai’s climate condition, we can
plant winemaking grape of late-maturing varieties because the hydrothermal
coefficient in the two months before picking period is 1.29 and 1.14
respectively, which guarantee fine wine.

Hydrothermal coefficient (K) and precipitation in d ifferent periods

The first

Mature The middle 10 The last 10 days The first 10 The middle 10
. 10 days

period days of Sep. of Sep. days of Oct.  days of Oct.

of Sep.

Precipitation

in certain Y9 Aug.11—Sep.10Aug.21—Sep.30Sep. 1—30 Sep.11—0ct.
. 1-31 10

period

Precipitation 54 4 119.9 87.1 52.9 26.8

(mm)

Hydrothermal Jul.

coefficient in 1—Aug.JUI' 11—Sep. 10Jul.21—Sep.30 Aug.1—Sep.30Aug.11—O0ct.10
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certain 31

period

Hydrothermal

Coefficient (K1.92  2.00 1.70 1.29 1.14
index)

Shandong Province is located in the temperate zone with monsoon continental
climate, which is different from Mediterranean climate. Penglai lies in the
northern shore of Shandong Peninsula. The Bohai Sea is surrounded by
Shandong Peninsula and Liaodong Peninsula. Since Penglai stretching into
Bohai Bay, it is greatly influenced by the sea. As a result of that, it has neither
scorching summer nor freezing winter. In summer, though the monsoon from
South Pacific Ocean has great efforts, the southern mountains stop most of
vapor. There is not much rainfall. The grape has a long mature period. The
temperature here varies much between day and night, which is in favor of
material equilibrium. In winter, the climate is pleasant. It is not necessary to
take precautions against the cold weather. The air humidity is fairly high while
the evaporation is low. The grape branches can keep moisture easily. The
rainfall decreases since the first ten-day period of August. The Cabernet
Sauvignon mainly planted in Penglai ripens in the middle of August, avoiding
the peak period of rainfall. As a result of that, we can make fine wine for most
of years (diagram 1). For some special years, we can make great wine
(diagram 2 and diagram 3). In addition, some regions take the advantage of
microclimate because of varied geographical features.
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I Landform and Soil Condition

Lots of hilly areas adjoin the Yashan Mountain with the elevation of 814 meters,
which is called “the ridge of Jiao Dong Peninsular”. The city borders on Bohai
Sea and the Yellow Sea on the north. Penglai has, for centuries, been slowly
tilting with the south rising and the north slowly sinking. There are 9 mountains
with the elevation about 500 meters, and 65 mountains with the height of
300-500 meters. Most of the rivers in Penglai are seasonal intermittent with
turbulent flow, which finally pour into Bohai Sea and Yellow Sea. There are 92
rivers run 3km from south to north and extends, 10 of which covers an area
about 30 square kilometers at the widest part. Some open cultivated plains are
located at slopes and coastal areas.

The hilly countryside in Penglai is part of the Ludong Highland. The south and
middle of Penglai are mainly mountainous areas. The structure of the rock in
the south is mainly granite; while the rock in the middle area is consist of
granite and limestone. The beaches-flat areas are located in the northern part
of Penglai. The rock structure is mainly basalt. The hillside fields cover an area
of 37,689 ha., the hilly areas 24703 ha. and flatlands 24455 ha., which takes
43.4%, 28.44% and 28.16% of the total fields respectively.
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The types of soil can be divided into brown soil, drab soil, humid soil and sandy
soil. Because the comprehensive influence of bio-climatic conditions, special
terrain, parent material and hydrology factors, the main type of soil is brown
soil, taking for 78% of the total available soil. The range of soil is from
meta-acid to micro-acid (PH 6.3 and the grit takes for 30%). These mentioned
factors are favorable for growing of grape roots.

The general trend of the solil is slowly tilting with the south and slowly sinking
with the north. The slopes of terraces in mountain area are formed with the
sub-typed brown soil, which is distributed over the hillsides and near mountain
areas. The humid soil is mainly distributed along the river and near ocean
areas. The bank area is mainly river humid soil and lime humid soil. The
seaside area is coastal humid soil.

The organic substance is the energetic source of mineral and organic nutritive
element, microorganism and formation of soil structure. The suitable content of
the organic substance in vineyard should be 1%--2%.

In some areas, such as Liujiagou Town, Beigou Town, Dengzhou Town and
Nanwang Town, the soll is rich in organic substance (>2%); three towns, such
as Chaoshui, Daliuhang, Daxindian and part of Cunliji are relatively rich in
organic matters (1.01%—2%); the average content of organic matters is lower
in some areas of Daxindian Town, Cunliji Town and Lianggou Reservoir
(<0.61%).

The soil texture is one of the important factors that affect the growth of the
grape. It affects the soil nutrition and the grape quality. The proportion of sandy
and clay soil is the main factor to classify the soil texture. The soil texture in
Penglai area is in a fine condition. The light loam soil occupies 44.60% of the
total cultivation area. It can be found in all the towns of Penglai City. The
medium loam soil occupies 14.96% of the total cultivation area. It is widely
dispersed over the city. The coarse sandy soil occupies 20.65% of the total
cultivation area. It is widely distributed on the upper part of the hillside fields
especially in Cunliji Town, Daliuhang Town, Daxingdian Town, etc.. Hill is the
main topography in the south of the countryside. There are lots of gravels in
the soil and the ventilation conditions are quite good. The soil layer is
comparatively light with good ventilation and rich content of minerals
(phosphorus, potassium and iron), which is very favorable for the growth of
top-level winemaking grape. The humid soil and brown soil are distributed on
coastal flat areas. There are lots of gravels in the soil and the ventilation
conditions are quite good. All of the above conditions guarantee the superior
wine making grape.

IV Human resources

Penglai has a long history of grape planting. The local farmers accumulate
many cultivation and management experiences during a long period. Owing to
the high quality, the grapes here enjoy a high reputation in China. The existing
planting bases are mostly cultivated in the 1980s. The grapevine can produce
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high-quality winemaking grapes at the age of 20, which is called the golden
stage. Penglai has profound cultural foundation of grape wine. Residents of all
the circles know a lot about wine culture. In old days, the people of Penglai City
realized that the quality was connected with the climate condition. They
selected the most suitable region to plant grapes. The farmers aim at the
grapes of high quality instead of increasing the output blindly. Most of them
can apply fertilizer and water rationally, distribute the seedlings rationally and
pick the grapes punctually. The social circles are capable of appreciating the
wine since Penglai has a long history of planting grapes and producing wine.
The farmers can grow high-quality grapes and the enterprises can produce
top-grade wine.

V Wine Industry

Penglai is one of the best wine-producing regions and the most centralized and
prosperous domestic raw material base and winery seat as well. Many famous
brands such as Changyu Yantai, Sino-French Dynasty, Yantai COFCO,
Suntime, Huadong Parry Chateau and Shangri-La Winery have successively
set up vineyards, bulk wine producing bases and bottling centers here. Since
the establishment of Yantai COFCO Winery Co., Ltd., their sales income, profit
and tax revenue have been doubled every year, making it the largest taxpayer
in Penglai. The annual bulk wine processing capacity of the fermentation
station set up here by the Tianjin Dynasty is over 10,000 tons. A 50,000-ton
storing and bottling center has been built by Yantai Jinchuang Suntime Winery
Co., Ltd., jointly invested by Xinjiang Suntime International and Penglai
Jinchang Group with the total investment of RMB 300 million. Shangri-La
Winery has invested RMB 280 million to set up a winery with the annual
production capacity over 10,000 tons. Huadong Parry Chateau (Penglai) Co.,
Ltd, invested by Hong Kong Huadong Parry Chateau Development Co., Ltd.
and Qingdao Huadong Winery Co., Ltd, has been set up with the total
investment of US$ 17.5 million to built 10,000-mu (about 667 ha.) vineyards
and high-class chateau with the annual production capacity of 10,000 tons.
Philippine Continent Group has invested US$ 12 million for the construction of
144 hectares vineyard and a 20,000-ton wine-processing workshop, which is
planned to put into operation in 2006. French J.G.&B. ARRIVE S.A.S. and
Yantai COFCO Wine Co., Ltd. co-invested the Grape Nursery Research and
Development Center. Italian Rodia S.P.A., French Auzis Co., Ltd. and British
Martin Currie Investment Management Ltd. etc. invested in building chateaus.
So far Italian Rodia S.P.A. has obtained good economic results. Now more
than 50 wineries, located in different growing areas, have jointly founded their
own chamber of commerce. An industry belt with distinctive features has come
into being to pursue mutual complementation and co-development.

VI Development Plan for the Grape and Wine Industry i n Penglai
6.1 Developing Ideas and Strategies for the Grape and Wine Industry
The industry developing strategy in Penglai is to standardize the development
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of the industry in line with the AOC original concept, which is a popular
international practice; to publicize Measures for Protecting and Managing
Geographical Mark of Wine in Penglai; to put forward more preferential policies
to encourage domestic and foreign wineries to set up their bases and wineries
here; to set up characteristic chateaus integrating sight-seeing based on
existing medium or small-sized wineries in small areas with specific soil and
climate; to set up table grape vineyards integrating sight-seeing on some
important tourist routines in a suitable scale to push forward the development
of table grape cultivation; to select excellent varieties suited in Penglai to
promote variety regionalization.

There are 5,333 ha. of grape cultivation land, in which 4,000 ha. are for
wine-brewing varieties and 1,333 ha. for fresh-eating. Main task for the
industry in recent years focuses on constructing new vineyards for high-quality
wine-brewing grapes in a reasonable scale within a controlled overall volume.
High-quality varieties will be planted in 2005 and the cultivation land for
wine-brewing grapes will reach 250,000 mu (about 16666 ha.) before 2010. It
will become a famous wine city and wine distribution center of the country.
Wine tourism is a very important target for all the major wine manufacturing
states in the world and wine chateaus are all located in famous grape
cultivation areas, which enjoy unique natural environment. Benefited from its
local micro-climate and special geological characteristics the products are
widely welcome by customers for their elegant quality and special style. As a
famous tourist city, there are also a number of small-sized wineries in the city.
It is pitiful that the industry have not integrated with the tourism in a long period,
which greatly limits the economic benefit and its popularity around the country
and the world. Advanced experiences can be introduced from foreign countries
to set up chateau-style manufacturing mode for constructing Penglai-style
tourist feature integrating natural and historical elements.

Complying with the strategy, effective cooperation has been carried out
between Penglai Municipal Government and some big-sized enterprises, such
as China National Cereals, Oil & Foodstuffs Corp.(COFCO). It sets up the
COFCO (Yantai) Winery Co., Ltd. in Liujiagou Town and plans to build
15,000-mu (1000 ha.) vineyards. Meanwhile, a chateau surrounded by
vineyards has also been designed in Nava Valley, which integrates sightseeing,
entertainment and catering. It will provide an elegant place for tourists to enjoy
the beauty of nature and quality wine. It will surely become a successful model
in the industry development cause. Huadong Parry Chateau plans to set up
10,000mu (about 667 ha.) self-owned vineyards and a top-class chateau
integrating wine planting, making and eco-tourism in Liewang Valley, Heping
Lake of Cunliji Town.

6.2 Development plan for Grape & Wine Industry

One virus-free fast-breeding plant base with the annual output capacity of 5
million shall be set up in areas with easy transportation and good watering and
fertilizing conditions to meet the requirements for planting in new vineyards
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and renovation in old ones. The total cultivation land will be 250,000 mu
(16,667 ha.), among which 10,000 mu (667ha.) will be constructed as
sight-seeing vineyards. About two 10,000-ton fruit cold storage will be
constructed suitably in the table grape cultivation area. Four or six wineries
with the annual output capacity of 20,000 tons will be set up in the wine-making
grape cultivation area. More than ten small-sized featured chateaus with
sightseeing function will be built in some suitable areas and the scale will be
controlled under 500 tons. The annual output capacity of this field in Penglai
will be 250,000 tons by 2010. Meanwhile preferential policies will be made to
invite domestic and foreign wineries to invest and set up new wineries here.

VI Implementation and Technological Guarantee System

1. Industrial Management

Penglai Grapevine and Wine Bureau is set up as a industrial management
agency, which shall coordinate with the government in making the Measures
for Protecting and Managing Geographical Mark of Wine in Penglai; improving
technical specification and managerial regulations; inspecting and approving
newly-founded bases and heightening the market access so as to realize the
accumulation of technological regulations and improve its international
competitiveness.

2. Base Management

Farmers here strictly conform to the following principles--choosing wine variety
according to regional conditions, regulating technology of grape planting and
standardizing modes of management. Different new methods can be applied in
the course of growing winemaking grape, including share-holding mode and
Company+Base+Farmer mode etc. Share-holding mode is that enterprises
and farmers will invest capital and land respectively to the operation as
contributions. Company+Base+Farmer mode means that farmers will be
organized by bases, who will sign purchase and sales contract with wineries to
settle the cooperation in order to protect benefit of both enterprises and
farmers.

3. Technological Management

Technological guarantee system for grape planting shall be set up. A
cultivation technology association can be jointly set up by the local government,
academies and scientific institutes to make out overall technological guideline
and cultivation management modes. Meanwhile technological training class
will be opened to give systematic training to the technical personnel of each
base. Technological groups for each base will be founded, who are
responsible for the implementation of the cultivation plan and technological
training for the growers.

The virus-free grape plants breeding base can cooperate with foreign and
domestic scientific institutes to enlarge the breeding scale from the various
virus-free plants provided by professional scientific institutes in grape plants.
The annual output capacity shall reach 5 million to meet the demand for grape
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planting.

Irrigation facilities, including drip irrigation will be widely used to save and
protect water resource and improve the product quality.

Some areas, which are capable of manufacturing green food, especially the
sightseeing vineyards, shall carry out the production of green food to meet the
demand of customers for it.

Meteorological Data Statistics during 1971-2003
Temperature:

Annual average temperature:12.5C

Hottest month: July ,average temperature——24.8C
Highest temperature over the years——38.7C

Coldest month: January, average temperature—— -1.8C
Lowest temperature over the years—— -14.9C

Wind condition:

Frequent wind direction: SSW, frequency—15%
Maximum wind speed: Force 8, frequency of = force 6—0.6%
Precipitation:

Annual average precipitation: 592.0mm

Daily maximum precipitation: 208.1mm

Longest continuous raining period: 9 days, total: 160.9mm
Fog condition:

Annual average appearing times: 18.7

Mainly in May—July
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Meteorological Data Statistics during 1988—2003 in Penglai
Precip | Averag | Temper | I1llumi | Relati
itatio | e ature nation | we
n Temper | Differ | Hours Humidi
) aturel | encel (hr) ty (%)

) 2
January First Ten Days B.2 -0, 5 5.0 54. 0 54
Second Ten Days 2.7 —2.0 BT B7. 3 61
Third Ten Days 1.2 =22 . T T7.6 e
Februarsy First Ten Days 2.2 -0, 7 5.9 1.2 Lale
Second Ten Days g, 2 0.8 T 0.8 Lale
Third Ten Days 6.4 0.9 7.4 65.6 G0
March First Ten Days 8.0 d.5 7.8 T8. 5 e
Second Ten Days .8 4.8 8.3 T8. 9 a7T
Third Ten Days T. 2 6. 2 8.3 B4.8 a7
bpril First Ten Days 0.8 9.7 9.7 95.9 A2
Second Ten Days 12,8 12.1 9.5 93,3 55
Third Ten Days 13.4 14.1 10,3 a0, 2 aT
May First Ten Days 15.2 16.3 9.4 g1.9 50
Second Ten Days 19,4 17.3 9.8 93,3 61
Third Ten Daws 15. 5 19. 5 10,1 115.0 aT
June First Ten Daws 23.8 20,4 5.8 B87.8 L]
Second Ten Days 258.5 22,3 = 95,3 55
Third Ten Days 27.8 23.1 8.4 g3.4 T4
TJuly First Ten Daws 25.8 24,4 8.8 58,49 T4
Second Ten Days RO, B a4, 7 T TO. 9 B3
Third Ten Days T80 28.0 T.0 87.8 81
August First Ten Days 40,1 28,7 7.1 B5. 5 852
Second Ten Days 40,8 24,9 6.6 BE. B g2
Third Ten Daws 43.5 24.1 6.8 Q2.0 B0
September | First Ten Days 38.6 22,9 7.3 o, 2 5
Second Ten Days 8.0 20.9 T. T B8. 5 65
Third Ten Days 9.3 19,3 8.4 B1.7 63
Dctober First Ten Days a.5 17.1 5.5 B4, 8 61
Second Ten Days 8.5 15.6 T.h Ta. 1 Lale
Third Ten Days A.5 13. 2 7.8 80,8 ]
Nowember | First Ten Days 10,8 10,5 7.8 gd.1 52
Second Ten Days 12. 2 7.6 T.2 54, 4 54
Third Ten Days 5.2 .1 .0 g8, 1 54
December | First Ten Days 9.9 2.7 6.5 B4, 0 63
Second Ten Days 2.2 1.9 5.4 hE. 9 e
Third Ten Days 5.8 0.5 5.5 g3, T B3
Total ooz, o 2862, 2
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Penglai - Leisure and Living Facilities.

(Source: PanVenture consultants and Shanghai Cultural Investment Company,
and Yantai Development Planning Commission)

Shopping Centres in Penglai

e Ligun Plaza

* Zhenhua Plaza

Church in Penglai

Located near Liqun Plaza

KFC in Penglai

Located on the first floor of Liqun Plaza

Penglai Ocean Polar World

Located at 88, East Haigang Road, Penglai City

Penglai Ocean Polar World is the largest ocean world in Asia, with a total
investment of 460 million Yuan and exhibition area of 58,000 square meters. It
gathered polar bears, belugas, dolphins, sea lion and sea dogs. Nearly 1000
kinds of halobioses from all parts of the world. It has the biggest cylindrical
crock in the world, tropical rain forest in Asia and the biggest turtle house and
shark house in China as well as polar regional animal house, seabed world,
underwater theater, sea dog house, scientific popularizing house, and dolphin
and seal lion performance houses.

Longkou Nanshan Golf Course

Longkou Nanshan Golf Course (225 Holes)
Junding Hotel — Zhongliang Chateaux

Junding Hotel is located 10Km southeast of Penglai

Junding Hotel is within the Zhongliang Chateux grounds, and has 1,000 acres
of vineyards with a wine workshop with traditional process and modern
technology, the largest underground cellar in Asia, specialized wine tasting
house, wine cultural salon, ceramic process bar, French traditional crystal
workshop, wine marketplace and an 18-hole mini-golf course.

Sandy Beaches in Penglai

The seashores have beautiful pebbles and sandy beaches. People may play
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volleyball on the beach in summer.
Hotels in Penglai

According to statistics, at present, our city has nearly 100 high-grade and
medium guesthouses and hotels with 3000 guestrooms and 7787 beds.

5-Star Hotels

* Penglai Shijia Hotel
This five-star Hotel will have an area of 50,000 square meters, with 600 rooms,
a swimming pool, tennis table area and golf nets. Soft Opening on Feb. 2009.

4-Star Hotels

* Yingpeng Guesthouse (300 beds)

Xintiandi Hotel

Jingangwan Hotel

Ligun Hotel

3-Star Hotels

Penglai Hotel (140 beds)

Dongfang Hotel (200 beds)

Baxianju Guesthouse (168 beds)

Luliang Guesthouse (94 beds)

2-Star Hotels

Penglai Guesthouse (300 beds)

Holiday Hotel (52 beds)

Nanhai Guesthouse (84 beds)
* Huagiao Guesthouse (60 beds)
1-Star Hotels

e Huiquan Hotel (44 beds)
Unrated Hotels

There are about 30 large hotels that are not appraised as star-rated hotels with
2845 beds, including Pengda Hotel (360 beds), Penglai Pavilion Hotel (349
beds), Xinyuan Guesthouse (129 beds), Pengcheng Seascape Hotel (85 beds),
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Kaifa Guesthouse (108 beds) , Donglai Guesthouse (73 beds), Lizhu Hotel
(100 beds), Pengxiu Guestshouse (33 beds), Shenghaihaodu Hotel (50 beds),
Pengdu Guesthouse (50 beds), Pengxiang Hotel (130 beds), Fenghuang Hotel
(200 beds), Yujiaao Hotel ( 110 beds), Jiaotong Guesthouse (120 beds),
Zijingshan Guesthouse (62 beds), Xinghua Guesthouse (65 beds), Fengyige
Guesthouse (72 beds), Elder Cadre Activity Center (138 beds), West Lake
Guesthouse (88 beds), Jinxing Guesthouse (108 beds), Huaxin Hotel (100
beds), Yingzhou Guesthouse (72 beds), Shangying Guesthouse (120 beds)
and Sanshanmen Guesthouse (120 beds.

Expats Living in Penglai

Currently, there are about 400 permanent foreigners living in Penglai, mainly
working for foreign-funded enterprises, and who mainly live at Haisiyundu
Sub-district of Penglai.

The following Apartment Complexes are suitable for expats to live:

a) Haijing Yuan Taxi 10 minutes.
b) Haiyun yuan Huanghai Road Taxi 10 minutes
c) Haimeng Yuan Huanghai Road Taxi 10 minutes
(Note :a, b and c are all operated by Pengjian Group)

d) Zijing International Mountain Village Taxi 5 minutes

Apartments range between 90-120 square meters.

These areas all have villas and are the best areas in Penglai with complete
facilities, gardens, ground-heating, natural gas, internet, fitness and
entertainment facilities.
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