CFIUS REVIEW OF CHINESE INVESTMENT

THe COMMITTEE ON FOREIGN INVESTMENT IN THE UNITED STATES (CFIUS) REVIEW OF CHINESE INVESTMENT HAS BECOME A
CRITICAL AND COMPLEX ASPECT OF INTERNATIONAL BUSINESS AND NATIONAL SECURITY IN RECENT YEARS. AS GEOPOLITICAL
TENSIONS AND TECHNOLOGICAL COMPETITION ESCALATE, THE SCRUTINY APPLIED TO ACQUISITIONS, MERGERS, AND JOINT
VENTURES INVOLVING CHINESE ENTITIES BY U.S. REGULATORY BODIES, PARTICULARLY CFIUS, HAS INTENSIFIED SIGNIFICANTLY.
(UNDERSTANDING THE INTRICACIES OF THIS REVIEW PROCESS IS PARAMOUNT FOR ANY CHINESE COMPANY OR U.S. BUSINESS
SEEKING TO ENGAGE IN SUCH TRANSACTIONS. THIS ARTICLE WILL DELVE INTO THE CORE FUNCTIONS OF CFIUS, THE EVOLVING
LANDSCAPE OF ITS REVIEW OF CHINESE INVESTMENT, KEY AREAS OF CONCERN, THE TYPICAL REVIEW TIMELINE, AND BEST
PRACTICES FOR NAVIGATING THIS INTRICATE REGULATORY ENVIRONMENT. WE WILL EXPLORE THE FACTORS THAT TRIGGER A
CFIUS ReVIEW, THE TYPES OF TRANSACTIONS MOST LIKELY TO FACE HEIGHTENED SCRUTINY, AND THE POTENTIAL OUTCOMES
OF SUCH A REVIEW, ALL WITH A FOCUS ON PROVIDING A COMPREHENSIVE OVERVIEW FOR STAKEHOLDERS INVOLVED IN CROSS-
BORDER MG A ACTIVITY.
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UNDERSTANDING THE COMMITTEE ON FOREIGN INVESTMENT IN THE UNITED
StaTes (CFIUS)

THe CoMMITTEE ON FOREIGN INVESTMENT IN THE UNITED STATES (CFIUS) IS AN INTERAGENCY COMMITTEE OF THE U.S.
GOVERNMENT RESPONSIBLE FOR REVIEWING CERTAIN TRANSACTIONS THAT COULD RESULT IN CONTROL OF A U.S. BUSINESS BY A
FOREIGN PERSON. |TS PRIMARY MANDATE IS TO PROTECT NATIONAL SECURITY BY IDENTIFYING AND ADDRESSING RISKS ARISING
FROM FOREIGN INVESTMENT IN CRITICAL U.S. SECTORS. ESTABLISHED IN 1975, CFIUS HAS EVOLVED SIGNIFICANTLY OVER THE
DECADES, WITH ITS AUTHORITY AND SCOPE EXPANDING TO MEET EMERGING NATIONAL SECURITY CHALLENGES.

THE COMMITTEE IS CHAIRED BY THE SECRETARY OF THE TREASURY AND INCLUDES REPRESENTATIVES FROM VARIOUS
GOVERNMENT DEPARTMENTS AND AGENCIES, SUCH AS THE DEPARTMENT OF JUSTICE, DEPARTMENT OF HOMELAND SECURITY,
DePARTMENT OF COMMERCE, DEPARTMENT OF DEFENSE, DEPARTMENT OF STATE, DEPARTMENT OF ENERGY, AND OTHERS AS
NEEDED. THIS MULTIDISCIPLINARY APPROACH ALLOWS CFIUS TO DRAW UPON A BROAD RANGE OF EXPERTISE WHEN EVALUATING
THE NATIONAL SECURITY IMPLICATIONS OF FOREIGN INVESTMENTS.

CFIUS JURrISDICTION AND AUTHORITY

CFIUS HAS JURISDICTION OVER CERTAIN TYPES OF TRANSACTIONS, INCLUDING MERGERS, ACQUISITIONS, AND TAKEOVERS, THAT
COULD LEAD TO FOREIGN CONTROL OF A U.S. BUSINESS. THIS ALSO EXTENDS TO CERTAIN REAL ESTATE TRANSACTIONS
INVOLVING FOREIGN GOVERNMENTS AND CERTAIN TRANSACTIONS INVOLVING CRITICAL TECHNOLOGY, CRITICAL INFRASTRUCTURE,
AND SENSITIVE PERSONAL DATA. THE FOREIGN INVESTMENT Risk REDUCTION MoDErNIZATION AcT oF 2018 (FIRRMA)
SIGNIFICANTLY EXPANDED CFIUS’S AUTHORITY, INTRODUCING MANDATORY FILINGS FOR CERTAIN TYPES OF INVESTMENTS AND
BROADENING THE DEFINITION OF NATIONAL SECURITY.

NATIONAL SECURITY CONCERNS

THe core ofF CFIUS’s MISSION REVOLVES AROUND ASSESSING POTENTIAL RISKS TO NATIONAL SECURITY. THESE RISKS CAN
MANIFEST IN VARIOUS WAYS, INCLUDING:



THREATS TO CRITICAL INFRASTRUCTURE, SUCH AS ENERGY GRIDS, TELECOMMUNICATIONS NETWORKS, AND
TRANSPORTATION SYSTEMS.

o GAINS OF ACCESS TO SENSITIVE TECHNOLOGIES OR INTELLECTUAL PROPERTY THAT COULD BE USED TO THE DETRIMENT
ofF U.S. NATIONAL SECURITY INTERESTS.

e POTENTIAL FOR FOREIGN ADVERSARIES TO GAIN INFLUENCE OVER U.S. BUSINESSES OPERATING IN SENSITIVE SECTORS.

® RISKS ASSOCIATED WITH THE HANDLING OF SENSITIVE PERSONAL DATA OF U.S. CITIZENS.

THe EvoruTioN oF CFIUS Review oF CHINESE INVESTMENT

THe REVIEW OF CHINESE INVESTMENT BY CFIUS HAS UNDERGONE A DRAMATIC TRANSFORMATION, MOVING FROM A RELATIVELY
LESS SCRUTINIZED AREA TO ONE OF THE MOST CLOSELY WATCHED. INITIALLY, CFIUS’s FOCUS WAS BROADER, ENCOMPASSING
FOREIGN INVESTMENT FROM ALL NATIONS. HOWEVER, WITH CHINA'S RAPID ECONOMIC GROWTH AND INCREASING GLOBAL
ECONOMIC INFLUENCE, THE U.S. GOVERNMENT BEGAN TO PAY CLOSER ATTENTION TO THE NATIONAL SECURITY IMPLICATIONS OF
CHINESE ACQUISITIONS OF AMERICAN COMPANIES.

FIRRMA, ENACTED IN 20 18, MARKED A PIVOTAL MOMENT IN THE EVOLUTION OF CFIUS. THIS LEGISLATION WAS LARGELY A
RESPONSE TO CONCERNS ABOUT CHINESE INVESTMENT, PARTICULARLY IN TECHNOLOGY SECTORS, AND SOUGHT TO STRENGTHEN
CFIUS’s ABILITY TO REVIEW AND MITIGATE RISKS. FIRRMA INTRODUCED MANDATORY DECLARATIONS FOR CERTAIN TYPES OF
TRANSACTIONS, INCREASED FILING REQUIREMENTS, AND BROADENED THE SCOPE OF WHAT CONSTITUTES A NATIONAL SECURITY
CONCERN, WITH A PARTICULAR EMPHASIS ON CRITICAL TECHNOLOGIES AND INTELLECTUAL PROPERTY.

INCREASED SCRUTINY AND HEIGHTENED AW ARENESS

SINCE THE PASSAGE OF FIRRMA, THE CFIUS revVIEW OF CHINESE INVESTMENT HAS BEEN CHARACTERIZED BY SIGNIFICANTLY
HEIGHTENED SCRUTINY. THIS IS EVIDENT IN THE INCREASED NUMBER OF TRANSACTIONS REVIEWED, THE MORE FREQUENT REQUESTS
FOR MITIGATION AGREEMENTS, AND A GREATER WILLINGNESS BY CFIUS TO RECOMMEND THAT THE PRESIDENT BLOCK
TRANSACTIONS DEEMED TO POSE UNACCEPTABLE NATIONAL SECURITY RISKS. THE GEOPOLITICAL RELATIONSHIP BETWEEN THE
U.S. AND CHINA HAS UNDOUBTEDLY PLAYED A SUBSTANTIAL ROLE IN SHAPING THIS TREND.

Focus oN TecHNOLOGY TRANSFER AND |P PROTECTION

A MAJOR DRIVER BEHIND THE INTENSIFIED CFIUS ReVIEW OF CHINESE INVESTMENT IS THE CONCERN OVER THE TRANSFER OF
SENSITIVE TECHNOLOGIES AND THE PROTECTION OF U.S. INTELLECTUAL PROPERTY. THE U.S. GOVERNMENT IS PARTICULARLY
VIGILANT ABOUT INVESTMENTS THAT COULD PROVIDE CHINESE ENTITIES WITH ACCESS TO ADVANCED TECHNOLOGIES,
PARTICULARLY IN AREAS LIKE ARTIFICIAL INTELLIGENCE, SEMICONDUCTORS, TELECOMMUNICATIONS, AND BIOTECHNOLOGY, WHICH
ARE DEEMED CRITICAL FOR FUTURE ECONOMIC AND MILITARY COMPETITIVENESS.

Key FACTORS TRIGGERING CFIUS Review FOrR CHINESE INVESTMENTS

SEVERAL FACTORS CAN TRIGGER A MANDATORY OR VOLUNTARY CFIUS ReVIEW FOR CHINESE INVESTMENT IN U.S. BUSINESSES.
(UNDERSTANDING THESE TRIGGERS IS CRUCIAL FOR ANY CHINESE INVESTOR OR U.S. COMPANY INVOLVED IN SUCH TRANSACTIONS
TO ENSURE COMPLIANCE AND PREPARE FOR THE REVIEW PROCESS.

THE MOST SIGNIFICANT TRIGGER IS THE NATURE OF THE TRANSACTION ITSELF, SPECIFICALLY WHETHER IT RESULTS IN FOREIGN
coNTROL oF A U.S. BusINESS. CONTROL IS BROADLY DEFINED BY CFIUS AND CAN INCLUDE DIRECT OR INDIRECT ACQUISITION OF
VOTING SECURITIES, EQUITY INTERESTS, OR OTHER OWNERSHIP INTERESTS THAT GRANT THE FOREIGN PERSON THE POWER TO
DIRECT OR INFLUENCE THE MANAGEMENT OR POLICIES OF THE U.S. BUSINESS.



MANDATORY FILINGS AND VOLUNTARY DECLARATIONS

FIRRMA INTRODUCED MANDATORY DECLARATIONS FOR CERTAIN TYPES OF TRANSACTIONS INVOLVING FOREIGN PERSONS AND
U.S. BUSINESSES ENGAGED IN CRITICAL TECHNOLOGY, CRITICAL INFRASTRUCTURE, OR SENSITIVE PERSONAL DATA. THESE
MANDATORY FILINGS REQUIRE PARTIES TO SUBMIT A SHORT-FORM DECLARATION TO CFIUS PRIOR TO CLOSING THE
TRANSACTION. FAILURE TO FILE A MANDATORY DECLARATION CAN RESULT IN SIGNIFICANT PENALTIES.

IN ADDITION TO MANDATORY FILINGS, MANY TRANSACTIONS INVOLVING CHINESE INVESTMENT MAY STILL BE SUBJECT TO
VOLUNTARY REVIEW. EVEN IF A TRANSACTION DOES NOT MEET THE CRITERIA FOR A MANDATORY FILING, PARTIES MAY CHOOSE
TO SUBMIT A VOLUNTARY NOTICE TO CFIUS TO OBTAIN CLEARANCE AND CERTAINTY REGARDING POTENTIAL NATIONAL
SECURITY CONCERNS.

NATURE oF THE U.S. BUSINESS AND ITS ASSETS

THE CHARACTERISTICS OF THE U.S. BUSINESS BEING ACQUIRED OR INVESTED IN ARE CENTRAL To CFIUS’S ASSESSMENT.
BUSINESSES INVOLVED IN:

e CRITICAL TECHNOLOGIES, AS DEFINED BY U.S. EXPORT CONTROL REGULATIONS.
o CRITICAL INFRASTRUCTURE SECTORS, SUCH AS ENERGY, TELECOMMUNICATIONS, AND TRANSPORTATION.

o THE COLLECTION, STORAGE, OR PROCESSING OF SENSITIVE PERSONAL DATA OF U.S. cITizens.

ARE MORE LIKELY TO ATTRACT CFIUS ATTENTION. THE SPECIFIC ASSETS, INTELLECTUAL PROPERTY, AND OPERATIONAL
CAPABILITIES OF THE U.S. BUSINESS ARE ALL CAREFULLY EXAMINED.

THE FOREIGN INVESTOR'S IDENTITY AND AFFILIATIONS

THE IDENTITY AND AFFILIATIONS OF THE CHINESE INVESTING ENTITY ARE ALSO SIGNIFICANT FACTORS. CFIUS WwiILL CONSIDER
WHETHER THE INVESTOR IS A STATE-OWNED ENTERPRISE, HAS TIES TO THE CHINESE MILITARY, OR HAS A HISTORY OF ENGAGING
IN ACTIVITIES THAT COULD BE CONSIDERED DETRIMENTAL TO U.S. NATIONAL SECURITY. DUE DILIGENCE INTO THE INVESTOR'S
BACKGROUND AND CONNECTIONS IS THEREFORE ESSENTIAL.

INDUSTRIES UNDER INCREASED CFIUS SCRUTINY

CERTAIN INDUSTRIES ARE CONSISTENTLY SUBJECT TO HEIGHTENED CFIUS REVIEW WHEN CHINESE INVESTMENT IS INVOLVED,
REFLECTING THEIR PERCEIVED IMPORTANCE TO NATIONAL SECURITY AND ECONOMIC COMPETITIVENESS. THESE SECTORS ARE
OFTEN CHARACTERIZED BY THEIR RELIANCE ON ADVANCED TECHNOLOGIES, THEIR ROLE IN CRITICAL INFRASTRUCTURE, OR THEIR
ACCESS TO SENSITIVE DATA.

THE TECHNOLOGY SECTOR, IN PARTICULAR, HAS BEEN A FOCAL POINT OF CFIUS CONCERNS REGARDING CHINESE INVESTMENT.
THIS INCLUDES COMPANIES INVOLVED IN THE RESEARCH, DEVELOPMENT, MANUFACTURING, OR DISTRIBUTION OF TECHNOLOGIES
THAT ARE DEEMED VITAL FOR NATIONAL DEFENSE AND ECONOMIC PROSPERITY.

TECHNOLOGY AND ADVANCED MANUFACTURING

THIS BROAD CATEGORY ENCOMPASSES A WIDE RANGE OF SUB-SECTORS, INCLUDING!:

® SEMICONDUCTORS AND MICROELECTRONICS.

e ARTIFICIAL INTELLIGENCE (AD AND MACHINE LEARNING.



BIOTECHNOLOGY AND PHARMACEUTICALS.

® ADVANCED MATERIALS.

® TELECOMMUNICATIONS EQUIPMENT AND SERVICES.

CYBERSECURITY SOLUTIONS.
e AEROSPACE AND DEFENSE TECHNOLOGIES.
THE CONCERN HERE IS THAT CHINESE INVESTMENT COULD LEAD TO THE ACQUISITION OF CUTTING-EDGE U.S. TECHNOLOGIES,

WHICH COULD THEN BE EXPLOITED FOR MILITARY PURPOSES OR TO GAIN A COMPETITIVE ADVANTAGE, UNDERMINING u.Ss.
TECHNOLOGICAL LEADERSHIP.

CRITICAL INFRASTRUCTURE

INVESTMENTS IN U.S. CRITICAL INFRASTRUCTURE ARE ALSO SUBJECT TO INTENSE SCRUTINY. THIS INCLUDES BUSINESSES THAT
OPERATE OR PROVIDE SERVICES ESSENTIAL TO THE FUNCTIONING OF THE U.S. ECONOMY AND NATIONAL SECURITY, SUCH AS:

® ENERGY PRODUCTION AND DISTRIBUTION.

o W/ ATER SYSTEMS.

* TRANSPORTATION NETWORKS (AIRPORTS, PORTS, RAILWAYS).
e TELECOMMUNICATIONS INFRASTRUCTURE.

o FINANCIAL SERVICES AND PAYMENT SYSTEMS.

CONCERNS IN THIS AREA OFTEN REVOLVE AROUND THE POTENTIAL FOR FOREIGN CONTROL TO DISRUPT ESSENTIAL SERVICES OR
PROVIDE ACCESS TO SENSITIVE OPERATIONAL DATA.

DATA AND PERSONAL INFORMATION

TRANSACTIONS INVOLVING U.S. BUSINESSES THAT COLLECT, STORE, OR PROCESS LARGE AMOUNTS OF SENSITIVE PERSONAL
DATA OF U.S. CITIZENS ARE ALSO A SIGNIFICANT CONCERN FOR CFIUS. THIS INCLUDES COMPANIES IN SECTORS LIKE:

® SOCIAL MEDIA PLATFORMS.

HEALTH AND GENETIC INFORMATION COMPANIES.

o CONSUMER DATA BROKERS.

o COMPANIES WITH ACCESS TO GOVERNMENT EMPLOYEE DATA.

THE RISK HERE IS THAT SENSITIVE DATA COULD BE ACCESSED OR MISUSED BY FOREIGN GOVERNMENTS OR ENTITIES, POSING
PRIVACY AND NATIONAL SECURITY THREATS.

THe CFIUS Review Process: A STep-BY-STeP GUIDE

THe CFIUS REVIEW PROCESS IS STRUCTURED AND RIGOROUS, DESIGNED TO THOROUGHLY ASSESS THE NATIONAL SECURITY



IMPLICATIONS OF FOREIGN INVESTMENTS. UNDERSTANDING THE STAGES INVOLVED CAN HELP PARTIES NAVIGATE THE PROCESS
MORE EFFECTIVELY AND ANTICIPATE POTENTIAL CHALLENGES.

THE PROCESS TYPICALLY BEGINS WITH EITHER A MANDATORY DECLARATION OR A VOLUNTARY NOTICE SUBMISSION. FOR
TRANSACTIONS REQUIRING MANDATORY FILINGS, PARTIES MUST SUBMIT A CONCISE DECLARATION TO CFIUS OUTLINING KEY
DETAILS OF THE TRANSACTION. FOR OTHER TRANSACTIONS, PARTIES CAN CHOOSE TO SUBMIT A VOLUNTARY NOTICE TO
CFIUS To SEEK CLEARANCE.

Pre-FILING CONSIDERATIONS

BEFORE SUBMITTING ANY FILING, THOROUGH PREPARATION IS ESSENTIAL. THIS INVOLVES:

o CONDUCTING A COMPREHENSIVE NATIONAL SECURITY RISK ASSESSMENT.

o [DENTIFYING ALL POTENTIAL CFIUS TRIGGERS.

o UNDERSTANDING THE U.S. BUSINESS'S CRITICAL TECHNOLOGIES, INFRASTRUCTURE, AND DATA HOLDINGS.
e GATHERING DETAILED INFORMATION ABOUT THE FOREIGN INVESTOR AND ITS AFFILIATIONS.

o CONSULTING WITH EXPERIENCED LEGAL AND NATIONAL SECURITY ADVISORS.

THE INITIAL ReVIEw PerIOD

ONCE A NOTICE OR DECLARATION IS FILED, CFIUS HAS A STATUTORY PERIOD TO REVIEW IT. FOR A MANDATORY DECLARATION
CFIUS TYPICALLY HAS 30 DAYS TO DETERMINE WHETHER TO INITIATE A FORMAL INVESTIGATION. IF A VOLUNTARY NOTICE IS
FILED, CFIUS GENERALLY HAS 30 DAYS TO DECIDE WHETHER TO PROCEED WITH A FORMAL REVIEW. DURING THIS INITIAL PERIOD,
CFIUS wILL CONDUCT PRELIMINARY CHECKS AND MAY REQUEST ADDITIONAL INFORMATION.

’

THE INVESTIGATION PHASE

IF CFIUS DECIDES TO PROCEED WITH A FORMAL INVESTIGATION, IT WILL TYPICALLY LAST FOR UP TO 90 DAYS. DURING THIS
PHASE, THE RELEVANT U.S. GOVERNMENT AGENCIES WILL CONDUCT AN IN-DEPTH ANALYSIS OF THE NATIONAL SECURITY RISKS
ASSOCIATED WITH THE TRANSACTION. THIS CAN INVOLVE EXTENSIVE INFORMATION REQUESTS, INTERVIEWS WITH COMPANY
PERSONNEL, AND CONSULTATION WITH OUTSIDE EXPERTS.

MITIGATION AND RECOMMENDATIONS

THROUGHOUT THE REVIEW PROCESS, CFIUS MAY IDENTIFY POTENTIAL NATIONAL SECURITY RISKS. IN SUCH CASES, PARTIES
MAY BE INVITED TO PROPOSE MITIGATION MEASURES TO ADDRESS THESE CONCERNS. THESE MITIGATION AGREEMENTS CAN RANGE
FROM OPERATIONAL RESTRICTIONS AND REPORTING REQUIREMENTS TO DIVESTITURES OF CERTAIN ASSETS. IF NO SATISFACTORY
MITIGATION CAN BE REACHED, CFIUS MAY RECOMMEND THAT THE PRESIDENT TAKE ACTION TO BLOCK OR UNWIND THE
TRANSACTION.

PRESIDENTIAL REVIEW

IF CFIUS CANNOT REACH A CONSENSUS OR IF A SIGNIFICANT NATIONAL SECURITY RISK REMAINS, THE MATTER CAN BE REFERRED
TO THE PRESIDENT OF THE UNITED STATES. THE PRESIDENT THEN HAS UP TO 15 DAYS TO REVIEW THE RECOMMENDATION AND
DECIDE WHETHER TO TAKE ACTION, WHICH COULD INCLUDE ORDERING THE PARTIES TO ABANDON, MODIFY, OR DIVEST THE
TRANSACTION.



PoTenTIAL OuTtcoMes ofF A CFIUS Review

THE concLusionN of A CFIUS REVIEW CAN LEAD TO SEVERAL DIFFERENT OUTCOMES, EACH WITH SIGNIFICANT IMPLICATIONS
FOR THE PARTIES INVOLVED. UNDERSTANDING THESE POTENTIAL RESULTS IS CRUCIAL FOR STRATEGIC PLANNING AND RISK
MANAGEMENT IN CROSS-BORDER TRANSACTIONS.

THE MOST FAVORABLE OUTCOME IS OUTRIGHT CLEARANCE, MEANING CFIUS FINDS NO NATIONAL SECURITY CONCERNS AND
ALLOWS THE TRANSACTION TO PROCEED WITHOUT CONDITIONS. THIS PROVIDES CERTAINTY AND ALLOWS THE PARTIES TO
MOVE FORWARD WITH THEIR BUSINESS PLANS.

CLEARANCE

CFIUS CLEARANCE SIGNIFIES THAT THE COMMITTEE HAS REVIEWED THE TRANSACTION AND DETERMINED THAT IT DOES NOT POSE
AN UNACCEPTABLE RISk TO U.S. NATIONAL SECURITY. THIS CAN BE GRANTED AFTER THE INITIAL REVIEW PERIOD IF NO
SUBSTANTIAL CONCERNS ARE RAISED, OR AFTER AN IN"DEPTH INVESTIGATION IF ALL IDENTIFIED RISKS HAVE BEEN ADEQUATELY
ADDRESSED.

MITIGATION AGREEMENTS

IN MANY CASES, CFIUS IDENTIFIES POTENTIAL NATIONAL SECURITY RISKS BUT BELIEVES THEY CAN BE EFFECTIVELY MITIGATED.
THIS CAN LEAD TO THE PARTIES AGREEING TO A “MITIGATION AGREEMENT” OR “WRITTEN ASSURANCE.” THESE AGREEMENTS
IMPOSE SPECIFIC CONDITIONS OR RESTRICTIONS ON THE TRANSACTION TO NEUTRALIZE THE IDENTIFIED RISKS. EXAMPLES INCLUDE:

RESTRICTIONS ON ACCESS TO CERTAIN TECHNOLOGIES OR INFORMATION.

¢ |MPLEMENTATION OF ENHANCED CYBERSECURITY MEASURES.

e APPOINTMENT OF INDEPENDENT U.S. GOVERNMENT MONITORS.

® L IMITATIONS ON RESEARCH AND DEVELOPMENT ACTIVITIES.

DIVESTMENT OF SPECIFIC BUSINESS UNITS OR ASSETS.

FAILURE TO COMPLY WITH A MITIGATION AGREEMENT CAN LEAD TO SEVERE PENALTIES, INCLUDING FINES AND POTENTIAL LEGAL
ACTION.

RecOMMENDED PRESIDENTIAL ACTION (BLOCKING THE TRANSACTION)

IF CFIUS CANNOT IDENTIFY A MUTUALLY ACCEPTABLE MITIGATION SOLUTION OR IF THE NATIONAL SECURITY RISKS ARE DEEMED
TOO SEVERE, THE COMMITTEE MAY RECOMMEND THAT THE PRESIDENT OF THE UNITED STATES INTERVENE. | HE PRESIDENT THEN
HAS THE ULTIMATE AUTHORITY TO BLOCK THE TRANSACTION, REQUIRE DIVESTITURE, OR IMPOSE OTHER CONDITIONS. THIS IS
THE MOST SEVERE OUTCOME AND TYPICALLY OCCURS IN CASES INVOLVING SIGNIFICANT NATIONAL SECURITY THREATS,
PARTICULARLY IN SENSITIVE TECHNOLOGY OR CRITICAL INFRASTRUCTURE SECTORS.

\WITHDRAWAL AND RESUBMISSION

IN SOME INSTANCES, PARTIES MAY CHOOSE TO WITHDRAW THEIR FILING IF THEY BELIEVE THE REVIEW IS NOT PROCEEDING
FAVORABLY OR IF THEY NEED TO MAKE SIGNIFICANT CHANGES TO THE TRANSACTION TO ADDRESS CFIUS CONCERNS. THEY CAN
THEN RESUBMIT A REVISED FILING AFTER MAKING NECESSARY ADJUSTMENTS.



NAVIGATING CFIUS Review ofF CHINESE INVESTMENT: BEST PRACTICES

SUCCESSFULLY NAVIGATING A CFIUS REVIEW OF CHINESE INVESTMENT REQUIRES A PROACTIVE, STRATEGIC, AND WELL-
INFORMED APPROACH. GIVEN THE COMPLEXITY AND POTENTIAL IMPACT OF THE PROCESS, ADHERENCE TO BEST PRACTICES IS
PARAMOUNT FOR INVESTORS AND TARGET COMPANIES ALIKE.

EARLY ENGAGEMENT WITH LEGAL COUNSEL SPECIALIZING IN CFIUS REVIEWS IS FUNDAMENTAL. THESE EXPERTS CAN HELP ASSESS
THE LIKELIHOOD OF REVIEW, IDENTIFY POTENTIAL RISKS, AND GUIDE PARTIES THROUGH THE INTRICACIES OF THE FILING AND
NEGOTIATION PROCESS. THEIR EXPERIENCE IS INVALUABLE IN UNDERSTANDING CFIUS’S EVOLVING PRIORITIES AND THE
EXPECTATIONS OF THE COMMITTEE.

EARLY Risk ASSESSMENT AND DUE DILIGENCE

BEFORE INITIATING ANY TRANSACTION, CONDUCTING A THOROUGH NATIONAL SECURITY RISK ASSESSMENT IS CRITICAL. THis
INVOLVES:

¢ IDENTIFYING ALL POTENTIAL CFIUS TRIGGERS, INCLUDING MANDATORY FILING REQUIREMENTS.

o UNDERSTANDING THE U.S. BUSINESS’S CRITICAL TECHNOLOGIES, INFRASTRUCTURE, AND SENSITIVE DATA.

® EVALUATING THE CHINESE INVESTOR'S BACKGROUND, AFFILIATIONS, AND POTENTIAL NATIONAL SECURITY SENSITIVITIES.
e ASSESSING THE POTENTIAL IMPACT OF THE TRANSACTION ON U.S. NATIONAL SECURITY INTERESTS.

COMPREHENSIVE DUE DILIGENCE SHOULD EXTEND BEYOND FINANCIAL AND LEGAL ASPECTS TO INCLUDE NATIONAL SECURITY
CONSIDERATIONS.

PROACTIVE ENGAGEMENT AND TRANSPARENCY

ENGAGING WITH CFIUS PROACTIVELY AND MAINTAINING TRANSPARENCY THROUGHOUT THE REVIEW PROCESS IS HIGHLY
RECOMMENDED. THIS MEANS:

e SUBMITTING COMPLETE AND ACCURATE INFORMATION IN FILINGS.
® BEING RESPONSIVE TO CFIUS REQUESTS FOR ADDITIONAL INFORMATION.
o CLEARLY ARTICULATING THE BUSINESS RATIONALE FOR THE TRANSACTION AND ITS BENEFITS TO THE U.S. ECONOMY.

® ENGAGING IN OPEN DIALOGUE WITH CFIUS STAFF TO UNDERSTAND THEIR CONCERNS AND EXPLORE POTENTIAL
SOLUTIONS.

DeVELOPING A RoOBUST MITIGATION STRATEGY

IF POTENTIAL NATIONAL SECURITY RISKS ARE IDENTIFIED, IT IS CRUCIAL TO DEVELOP A \WELL-DEFINED AND IMPLEMENTABLE
MITIGATION STRATEGY. THIS INVOLVES:

o COLLABORATING WITH LEGAL COUNSEL AND SECURITY EXPERTS TO DESIGN MITIGATION MEASURES THAT EFFECTIVELY
ADDRESS CFIUS CONCERNS.

® DEMONSTRATING A COMMITMENT TO COMPLIANCE AND SECURITY PROTOCOLS.

® BEING PREPARED TO NEGOTIATE AND ADAPT MITIGATION PROPOSALS BASED ON CFIUS FEEDBACK.



UNDERSTANDING GEOPOLITICAL DYNAMICS

THe CFIUS REVIEW PROCESS IS NOT CONDUCTED IN A VACUUM; IT IS INFLUENCED BY BROADER GEOPOLITICAL CONSIDERATIONS.
INVESTORS SHOULD REMAIN AW ARE OF THE EVOLVING U.S.-CHINA RELATIONSHIP, TRADE POLICIES, AND NATIONAL SECURITY
DIRECTIVES, AS THESE CAN IMPACT CFIUS’s POSTURE AND DECISION-MAKING.

THe IMPACT ofF CFIUS oN Cross-BorDER TRANSACTIONS

THE INCREASED RIGOR AND Scope ofF CFIUS REVIEWS, PARTICULARLY CONCERNING CHINESE INVESTMENT, HAVE HAD A
PROFOUND IMPACT ON THE LANDSCAPE OF CROSS-BORDER MERGERS AND ACQUISITIONS. THESE REVIEWS HAVE INTRODUCED
SIGNIFICANT COMPLEXITIES, COSTS, AND UNCERTAINTIES FOR BOTH INVESTORS AND TARGET COMPANIES.

ONE OF THE MOST TANGIBLE IMPACTS IS THE INCREASED TIME AND EXPENSE ASSOCIATED WITH TRANSACTIONS. THE REVIEW
PROCESS CAN ADD MONTHS, OR EVEN YEARS, TO THE CLOSING TIMELINE, LEADING TO SIGNIFICANT COSTS FOR LEGAL COUNSEL,
CONSULTANTS, AND INTERNAL RESOURCES. THIS PROLONGED UNCERTAINTY CAN ALSO AFFECT THE VALUE OF A DEAL AND THE
ABILITY OF COMPANIES TO EXECUTE THEIR STRATEGIC PLANS.

INCREASED TRANSACTION TIMELINES AND COSTS

THE MANDATORY FILING REQUIREMENTS AND THE THOROUGHNESS OF CFIUS INVESTIGATIONS HAVE LENGTHENED THE TYPICAL
TRANSACTION TIMELINE. COMPANIES MUST NOW FACTOR IN POTENTIALLY LENGTHY REVIEW PERIODS, WHICH CAN DELAY
INTEGRATION PLANS, PRODUCT LAUNCHES, AND OTHER CRITICAL BUSINESS INITIATIVES. THE COSTS ASSOCIATED WITH LEGAL
AND EXPERT ADVICE FOR NAVIGATING CFIUS cAN ALSO BE SUBSTANTIAL, ESPECIALLY FOR COMPLEX TRANSACTIONS.

SHIFTING INVESTMENT STRATEGIES

THE HEIGHTENED SCRUTINY HAS LED SOME CHINESE INVESTORS TO RE-EVALUATE THEIR INVESTMENT STRATEGIES IN THE U.S.
SOME MAY OPT FOR LESS SENSITIVE SECTORS, SMALLER STAKES IN COMPANIES (TO AVOID CONTROL IMPLICATIONS), OR
EXPLORE ALTERNATIVE INVESTMENT DESTINATIONS. OTHERS MAY ADOPT A MORE CAUTIOUS APPROACH, UNDERTAKING EVEN
MORE EXTENSIVE PRE-TRANSACTION DUE DILIGENCE TO ANTICIPATE AND ADDRESS CFIUS CONCERNS UPFRONT.

EMPHASIS ON NATIONAL SECURITY AS A DEAL BREAKER

NATIONAL SECURITY CONSIDERATIONS HAVE BECOME A PARAMOUNT FACTOR IN DEAL ASSESSMENT. WHAT MIGHT HAVE BEEN
OVERLOOKED IN THE PAST IS NOW A CRITICAL HURDLE THAT CAN LEAD TO THE TERMINATION OR SIGNIFICANT RESTRUCTURING OF
A DEAL. COMPANIES ARE INCREASINGLY PRIORITIZING THOROUGH NATIONAL SECURITY DUE DILIGENCE AS AN INTEGRAL PART OF
THEIR M A PROCESS.

THe RoLe oF FIRRMA AND ITS ONGOING IMPACT

THe FOREIGN INVESTMENT Risk REDUCTION MoperNIZATION ACT (FIRRMA) HAS FUNDAMENTALLY RESHAPED CFIUS REVIEWS,
PARTICULARLY FOR CHINESE INVESTMENT. TS PROVISIONS, INCLUDING MANDATORY FILINGS FOR CRITICAL TECHNOLOGY
INVESTMENTS, HAVE BROADENED CFIUS’S REACH AND REINFORCED THE COMMITTEE'S ROLE AS A SIGNIFICANT GATEKEEPER FOR
FOREIGN INVESTMENT DEEMED TO HAVE NATIONAL SECURITY IMPLICATIONS. THE ONGOING IMPLEMENTATION AND INTERPRETATION
of FIRRMA CONTINUE TO INFLUENCE THE DYNAMICS OF CROSS-BORDER M A.

NAVIGATING THE COMPLEXITIES OF CFIUS ReVIEW OF CHINESE INVESTMENT DEMANDS A SOPHISTICATED UNDERSTANDING OF
REGULATORY REQUIREMENTS, NATIONAL SECURITY SENSITIVITIES, AND THE PREVAILING GEOPOLITICAL LANDSCAPE. By
EMBRACING BEST PRACTICES SUCH AS EARLY RISK ASSESSMENT, TRANSPARENT ENGAGEMENT, AND ROBUST MITIGATION



STRATEGIES, STAKEHOLDERS CAN ENHANCE THEIR PROSPECTS FOR SUCCESSFUL TRANSACTIONS WHILE UPHOLDING u.s.
NATIONAL SECURITY INTERESTS. THE DYNAMIC NATURE OF BOTH TECHNOLOGY AND INTERNATIONAL RELATIONS ENSURES THAT
THE CFIUS REVIEW PROCESS WILL REMAIN A CRITICAL CONSIDERATION FOR THE FORESEEABLE FUTURE.

Q: WHAT Is THE PRIMARY GOAL OF THE CFIUS RevIEwW OF CHINESE INVESTMENT?

A: THe PRIMARY GOAL oF THE CFIUS RreVIEW OF CHINESE INVESTMENT IS TO PROTECT U.S. NATIONAL SECURITY BY
IDENTIFYING AND ADDRESSING POTENTIAL RISKS ARISING FROM FOREIGN CONTROL OR INFLUENCE OVER U.S. BUSINESSES,
PARTICULARLY THOSE INVOLVED IN CRITICAL TECHNOLOGIES, INFRASTRUCTURE, OR SENSITIVE DATA.

Q: WHAT ARE THE MAIN TRIGGERS FOR A CFIUS ReVIEwW OF A CHINESE INVESTMENT?

A: MAIN TRIGGERS INCLUDE TRANSACTIONS THAT RESULT IN FOREIGN CONTROL OF A U.S. BUSINESS, ESPECIALLY IF THE UsS.
BUSINESS IS INVOLVED IN CRITICAL TECHNOLOGY, CRITICAL INFRASTRUCTURE, OR THE COLLECTION/PROCESSING OF SENSITIVE
PERSONAL DATA. MANDATORY FILINGS ARE ALSO TRIGGERED FOR CERTAIN TYPES OF INVESTMENTS IN THESE SECTORS.

Q: HAs FIRRMA cHANGED How CFIUS reviews CHINESE INVESTMENT?

A: Yes, FIRRMA siGNIFICANTLY ExPANDED CFIUS’S AUTHORITY AND INTRODUCED MANDATORY DECLARATIONS FOR CERTAIN
TRANSACTIONS INVOLVING CRITICAL TECHNOLOGY, CRITICAL INFRASTRUCTURE, AND SENSITIVE PERSONAL DATA, LEADING TO
INCREASED SCRUTINY OF CHINESE INVESTMENT.

Q: WHAT INDUSTRIES ARE MOST LIKELY TO FACE HEIGHTENED CFIUS SCRUTINY FOR
CHINESE INVESTMENT?

A: INDUSTRIES MOST LIKELY TO FACE HEIGHTENED SCRUTINY INCLUDE TECHNOLOGY (SEMICONDUCTORS, A|, BIOTECH),
ADVANCED MANUFACTURING, CRITICAL INFRASTRUCTURE (ENERGY, TELECOMMUNICATIONS, TRANSPORTATION), AND COMPANIES
HANDLING SENSITIVE PERSONAL DATA.

Q: CAN A CHINESE INVESTOR STILL ACQUIRE A U.S. coMpaNy AFTER A CFIUS
REVIEW?

A: YES, CHINESE INVESTORS CAN STILL ACQUIRE U.S. COMPANIES, BUT THE PROCESS IS MORE RIGOROUS. TRANSACTIONS MAY
BE CLEARED OUTRIGHT, PROCEED WITH MITIGATION AGREEMENTS, OR, IN RARE CASES, BE BLOCKED BY THE PRESIDENT.

Q: WHAT ARE THE POTENTIAL OUTCOMES OF A CFIUS ReVIEW FOR CHINESE
INVESTMENT?

A: POTENTIAL OUTCOMES INCLUDE OUTRIGHT CLEARANCE, THE IMPOSITION OF MITIGATION AGREEMENTS (E.G./ OPERATIONAL
RESTRICTIONS, REPORTING REQUIREMENTS), OR A RECOMMENDATION TO THE PRESIDENT TO BLOCK THE TRANSACTION.

Q: How LonNG boes A CFIUS ReVIEW TYPICALLY TAKE FOR CHINESE INVESTMENT?

A: A sTANDARD CFIUS REVIEW INVOLVES AN INITIAL 30-DAY PERIOD TO DECIDE WHETHER TO INVESTIGATE, FOLLOWED BY AN
INVESTIGATION PHASE OF UP TO 90 DAYS. HO\X/EVER, COMPLEX CASES OR THOSE REQUIRING PRESIDENTIAL REVIEW CAN EXTEND
THIS TIMELINE SIGNIFICANTLY.



Q: WHAT IS THE ROLE OF MITIGATION AGREEMENTS IN CFIUS REVIEWS OF CHINESE
INVESTMENT?

A: MITIGATION AGREEMENTS ARE USED TO ADDRESS IDENTIFIED NATIONAL SECURITY RISKS. THEY IMPOSE SPECIFIC CONDITIONS
OR RESTRICTIONS ON THE TRANSACTION TO NEUTRALIZE THESE RISKS, SUCH AS LIMITING ACCESS TO CERTAIN TECHNOLOGIES OR
IMPLEMENTING ENHANCED SECURITY PROTOCOLS.
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