Work Implementation Scheme of Zhejiang Province
on Setting up Innovative Enterprises

In order to camestly and consistently fulfill the spirit of comprehensively reinforcing
independent  innovation proposed by the 12" provincial congress of party
representatives, and accelerate to build innovative enterprises and a robust technology
province, the implementation scheme is hereby worked out in accordance with the
requirements in “Implementation Scheme for Innovative Enterprise Pilot Work™
worked out by the Ministry of Science and Technology. State Property Management
Commuission. and All-China Federation of Labor and with regard to the actual status
of enterprises’ independent innovation in our province.

I. Work Objectives .

By setting up innovative enterprises, foster and build some entcrprises with
independent intcllectual property rights, constant innovation competence and
international competitiveness, shape pretty mature independent innovative experience
with extending value, promote and drive enterprises to actively carry out independent
innovation, break through some pivotal and common technology, drastically advance
enterprises’ independent innovation competence, institute and perfect an open
regional innovation system which is dominated by enterprises, led by markets, and
combined with production, study and research, and facilitate the economic
development mode transformation so as to boost good and fast development of our
province’s economy.

I1. Pilot program content

Lay special emphasis on setting up some innovation demonstration entcrprises, some
innovation pilot enterprise to provide impetus for more enterprises to vigorously carry
out independent innovation. Innovation pilot enterprises take it as the core to improve
their independent innovation competence, work out pilot program work schemes,
identify objectives, directions, tasks, measures, work progress and annual plan of the
independent innovation, and conduct pilot programs particularly in aspects below:

1. Explore and build the enterprise system in favor of independent innovation: build
and perfect the modem company system and modern enterprise property rights system
to promote innovation. and set up and consummate internal system and mechanism
conducive to innovation of product, manufacture, organization and marketing.

2. Strengthen enterprise innovation competence development: set up and perfect
enterprises R & D organizations, improve enterprises’ R & D capabilities to pivotal
and common technology, boost enterprises” abilities in understanding. absorbing and
re-innovating of introduced technology, and advance enterprises’ abilities in
industrialization of technical achievements.

3. Reinforce enterprises” innovative wlented person team development: institute and
perfect enterprises’ innovation incentive mechanism, take it as the core to deepen the
participation of technical elements in income distribution, actively explore option
incentive and other measures, perfect enterprises” incentive policies, such as personnel,
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distribution and awards for ecnterprises’ independent innovation, introduce and
cultivate leading talents and R & D backbones for innovation, foster enterprisers and
cnterprise operation & management teams with innovation consciousness, and shape
the R & D and management teams suitable for enterprises’ independent innovation.

4. Enlarge enterprises’ technical input: set up and perfect enterprises’ financial system
and statistics calculation system, make good use of polices about encouraging

enterprises to increase technical input, and earncstly increase R & D expenditure input.

The R & D expenditure of pilot enterprises should account for more than 5% of their
sales income. Enterprises arc expected to be the main subject for innovation decision
making, input, execution, benefits and risks.

5. Institute and set up enterprises’ intellectual property protection mechanism:
implement intellectual property rights, technical standards and brand strategy, and
speed up to build and perfect the enterprise technology standard system, quality
assurance system and brand building system. Further raisc intellectual property
consciousness, reinforce enterprises” intellectual property rights management
organization and management system construction, foster intellectual property rights
management personnel, and strengthen intellectual property rights protection.

6. Build the enterprise culture in favor of independent innovation: further carry
forward enterprisers’ innovation spirit of daring to be first, taking a risk and
constantly striving forward, further highlight on scientific spirit, advocate scientific
approaches, popularize scientific knowledge, raise staff’s scientific quality and
innovation consciousness, actively create conditions to encourage and lead all staff to
innovation, further advocate the down-to-carth spirit, encourage innovation and bear
with failures, protect the enthusiasm for independent innovation, and build the
enterprise culture propitious to independent innovation.

HI. Work approaches

Carry out the campaign to build innovative enterprises through some demonstration
enterprises and some pilot enterpriscs to motivate some enterprises.

Highlight on some innovation demonstration enterprises: select some enterprises with
remarkable performance in building innovative mechanism, exploring innovation
mechanism, fostering innovative talents, creating innovative environment. carrying
forward innovative culture, boosting innovative competence, etc. and sum up
experience for extending and demonstration.

Particularly stress on some innovative pilot enterprises: sclect some enterprises with
innovation foundation, fairly good economic benefits and growth to carry out
innovative enterprise pilot work and foster some innovative enterprises.

Motivate lots of enterprises to implement independent innovation: publicize
achievements accomplished by innovation demonstration enterprises and pilot
enterprises in various forms via new media; hold various training classes, organize a
wide variety of study and review activities, and especially show the experience of
demonstration enterprises on independent innovation and reinforce the urgency for
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independent innovation to raise cnterprises’ consciousness and initiative for
independent innovation for the purpose of pushing enterprises’ independent
innovation in an all-round way.

IV. Work Steps

1. Identify the first group of innovation demonstration and pilot enterprises before the
end of July 2007. In principal national lcvel innovation pilot enterprises are our
province’s innovation demonstration enterprises, and 50 enterpriscs with prominent
innovation achievements and quite much innovation potential in product, manufacture,
marketing, organization, etc. will be sclected out of provincial or above new and
high-tech enterprises, small and medium technology enterprises, agriculture
technology enterprises, key and backbone enterprises. patent demonstration
enterpriscs, and rescarch institutes transforming to enterprises to be the first group of
innovation pilot enterprises. They should conform to basic conditions below:

(1) The cnterprise is an independent economic entity, which- has rcasonable
assct-liability ratio. continuous three-year earnings and quite good overall financial
status. and its sales income and total profit shows a rising trend with big market share
and a promising prospect.

(2) The enterprise owns quite perfect conditions for rescarch, development and tests.

The enterprisc has provincial enterprisc technology center or new and high-tech
technology cnterprisc R & D center available. Among similar enterprises, the
enterprisc’s investment accounts for as quite large proportion in annual sales income
as more than 5%. The enterprisc has established long and quite stable cooperation
relationship with colleges and scientific research institutes at home and abroad, and its
innovation capacity and level takes the leading role in the domestic industry. Its major
products are in possession of independent intellectual property rights. The enterprise
has technology achievements, such as being awarded the second prize of provincial or
ministerial award for science and technology progress, or important invention patents.
(3) The enterprise has had quite strong consciousness for technology innovation,
formulated pretty complete innovation strategies or innovation planning with fairly
good mechanism to foster and introduce talented persons, and encourage innovation.
The enterprise has sct up quite perfect intcllectual property management system.,
technical standard system and quality assurance system, actively carried out enterprise
technical standard strategic pilots, and taken part in formulation work of international.
national or industrial technology standards.
Bascd on that the enterprise voluntarily applies and fills in Junovation Pilot Enterprise
Scheme of Zhejiang Province (See annex 1), after preliminary review conducted by
the municipal Science and Technology Bureau. Economic and Trade Commissions,
Finance Bureau, State Property Management Commission, Financial Affairs Office,
Quality and Technology Supervision Bureau, and Gencral Trade Union, the
Innovation Pilot Enterprise Scheme of Zhejiang Province will be submitted to
provincial Science and Technology Department, which will carry out review on pilot
enterpriscs jointly with departments above and related experts, screen and select pilot
cnterprises and jointly release documents for announcement.
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2. Determine and announce the sccond group of innovation pilot enterprises (100
enterprises) in 2008.

3. Conduct assessment & evaluation (See annex 2 for assessment & evaluation
content) to the first group of innovation pilot enterprises in terms of capability, input,
performance, potential, etc. of innovation in 2009, determine the first group of
innovation enterprises of our province according to the assessment & evaluation
results, award the title of “Zhejiang Province Innovative Enterprise”, then implement
asscssment & evaluation annually and centify new innovative enterprises. Award
“Provincial May 1* Labor Certificate of Merits™ to pilot enterprises with outstanding
achievements and in compliance with conditions.

Conduct assessment & evaluation about enterprises awarded with the title of
“Zhejiang Province Innovative Enterprise”. Yellow card warming will be imposed to
enterprises with one unqualified assessment & evaluation and the provincial
innovation enterprise title will be canceled in case of unqualified assessment &
evaluation for successively two times.

4. Conclude, publicize, exchange, and extend innovation experience on time during
the pilot program process.

V. Work Measures

1. Further guide and encourage enterprises to increase technology development
investment: further fulfill related preferential policies for technology development
expenditure. Enterprises may set up a financial department for technology
development expenditure, or establish the account system for enterprise technology
development, sum up technology development expense correctly and on time, and
enjoy the policy of 150% technology development expense reducing enterprise
income tax payable. If the staff education expenditure withdrawn by the enterprise is
within 2.5% of the plan duty salary, it can be deducted before enterprises pay their
income tax, and more than 70% expenditure should be used for education of staff on
their posts. Provided that the unit value of instruments and equipment of the enterprise
for R & D is less than RMB 300 thousand, the expenditure of instruments and
equipment may be amortized into management fee in one time or several times; in
case of unit value more than RMB 300 thousand, afier taxation authority puts it on file,
the depreciation year of fixed assets may be approximately shortened or depreciation
may be accelerated. The directory of independent innovation products for the
acquisition of our provincial government will be worked out according to the
independent innovation product scope assessed by the country, and independent
innovation products” will be put in top priority for the acquisition of national
authorities, public institutions, and organizations at all levels with financial fund. In
the major projects with governmental investment, the acquisition proportions of home
manufactured equipment and core parts should not be lower than 60% and 50%
respectively. After the first set of major technology equipment with independent
property rights, which is produced by the enterprise in our province, is certified and
reviewed according to related methods, rewards will be provided in line with related




provisions of the provincial government.

Give prefcrence support to demonstration and pilot enterprises’ technology programs,
and preferentially approve their program initializing for technology programs applicd
by these enterpriscs, such as tackling hard-nut problems in science and technology.
industrialization, introduction, and absorbing of technology achievements, under the
same conditions. Enterprises should rigorously implement the policy provisions about
technology investment, and the R & D cxpenditure of new and high-tech enterprises,
technology enterprises higher than provincial level should not be lower than 5% of
their sales income.

2. Further reinforce enterprises’ independent innovation capacity development:
organize some public technology basic condition platforms, some industrial
professional innovation platforms, some regional innovation platforms, and some
inspection & testing public service platforms, all of which center on enterprises’ R &
D centers, technology centers, engineering centers, rely on key labs and laboratory
bases of colleges and scientific institutes, and are supported by technology enterprise
incubators, regional innovation service centers, inspection & testing organizations and
technology agents in the forms of councils, stockholding system, membership system,
etc., to promote the forming of production, study and research alliance, and improve
enterprises’ independent innovation capabilitics. In principle the industry innovation
platform will be built mainly by demonstration and pilot enterprises.

Demonstration and pilot enterprises will enjoy priority to build new and high-tech
cnterprises’ R & D centers and more support will be given for their R & D
organization construction and development. Demonstration and pilot enterprises with
favorable conditions will enjoy principal support to build provincial key labs and
testing bases. Key labs and testing bases located in colleges and scientific institutes
are supposed to attract demonstration and pilot enterprises with conformity conditions.
These enterprises will enjoy top priority in the millions of talents cultivation plan and
be supported to foster leading talents and form innovation teams.

3. Further reinforce protection over enterprises’ independent innovation. Further
intensify law executing force to intellectual property protection, bring the
self-discipline function role of industrial association into full play for intellectual
property protection, constantly perfect intellectual property protection system with a
combination of government supervision, enterprise self-discipline and public opinion
monitoring, and create the legal system environment to respect and protect intellectual
property rights to arousc enterprises” innovation vitality.

Further strengthen enterprise technical standard innovation system construction and
implement the standardization sirategy. Encourage and support demonstration and
pilot enterprises to actively take part in formulation of international, national and
industrial standards, substantially adopt international and overseas advanced standards,
and speed up to reach international and overseas advanced standards. Put related work
into associate technology plans of all levels, such as expanding intemationally and
overseas advanced standards in key areas, and shaping patents with independent
intctlectual property rights into technical standards. Expedite national and provincial
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professional standardization technology committee construction, and perfect the
technology standard platform. Encourage and support demonstration and pilot
enterprises to become secretariat units of national and provincial professional
standardization committees.

4. Increase the financial support for entcrprises’ independent innovation. Encourage
and guide financial support to cnlarge the credit loan support for enterprises’
independent innovation, and associated departments should actively expand financing
channels for this purpose. Encourage guarantee institutions to increase their support
for enterprises’ independent innovation, and credit guarantee institutions that provide
credit guarantee to new and high-tech enterprises and private-owned technology
enterprises higher than 70% of their cumulative guarantee amount may enjoy
preferential policies related with new and high-tech enterprises. Encourage insurance
organizations to develop insurances for new and high-tech R & D. such as new and
high-tech enterprises’ product R & D responsibility insurance. pivotal R & D
equipment insurance, business intcrruption insurance, export credit insurance, health
insurance and accident insurance for executives and key R & D teams, and the
premium will be listed in technology development expense. Support enterprises to sct
venture investment companies or funds. enjoy the preferential policy. such as
reducing or exempting investment income tax. or the investment volume deducting
taxable income according to proportion.

Financial organizations should give top priority to offer credit loan support and
insurance services to independent innovation programs of demonstration and pilot
enterpriscs. Listed departments in charge should highlight on cultivating and
supporting demonstration and pilot enterprises for listing and financing at domestic
and overseas stock markets; vigorously strive to carry out property rights and equity
stake trades of demonstration and pilot enterprises.

5. Swurengthen the leadership of innovation enterprise work development: provincial
and municipal departments and municipal and county governments concerned should
work together to jointly drive the pilot work during creating innovation enterprise
activities. Provincial and municipal level pilot spots carry out pilot programs with
collectively support. All cities may identify their demonstration and pilot enterprises
according to their actual status respectively, and select pilot enterprises among these
to recommend to the provincial level. The regional and industrial representativeness
of enterprises should be taken into full account for selection and identification of pilot
enterprises, and target-oriented backup measures should be actively explored
according to characteristics of different types of enterprises to sum up and extend the
independent innovation experience.

Science and Technology Department of Zhejiang Province

Economic & Trade Commission of Zhejiang Province

Department of Finance of Zhejiang Province State-Owned Assets Supervision and
Administration Commission of the People’s Government of Zhejiang Province
Financial Work Leading Group Office of the People’s Government of Zhejiang

e




Province

PUBLIC
FILE

%

e

Quality and Technology Supervision Bureau of Zhejiang Province
Zhejiang Provincial General Trade Union
July 20. 2007

Innovative Pilot Enterprisc Scheme

Applying date:

Enterprise
name
Address Postal
code

Legal Contact Fax
representative telephone
Contact person . Contact E-mail

i telephone
Total staff | Number of technicians with | Number of technicians engaged in
number higher than  associate degrees research & development
(persons) (Persons) (Persons)

Status about provincial technology
awards of the enterprise

National and provincial technology

planning undertaking status

R & D organization set or
not
Yes No

Number of people in the R
& D organization
(Persons)

Establishment time:

Valid invention and patent

number owned

Valid product
trademark number owned

registered

Expenditure  input  for
development of last year

technology | Proportion  of

technology  development

expenditure of last year in the sales volume

(RMB 10.000) %
Financial status of | Gross industrial | Sales income Enterprise credit grade
the enterprise in the | output value (RMB 10,000)

last year (Appended | (RMB 10,000)

with duplicate copies | Total

of Balance Sheet and | amount
Profit  and  Loss | (RMB 10,000)

taxpaying | After-tax  profit
(RMB 10,000)

Per capita sales income
(RMB 10.000)
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Statement)

Total asscts
(RMB 10,000)

Fixed assets
(RMB 10,000)

Assets liabilitics ratio
(%)

Business scope and major products of the enterprise:

Developmental course and main business performance of the enterprise:

Current status about enterprisc innovation and cxperience summary:

Pilot program content: (Highlight on building the enterprise system favor for independent
innovation, setting up and perfecting enterprise technical development system, improving
enterprise innovation incentive mechanism, accelerating to shape the input system for
enterprise independent innovation, instituting and perfecting enterprise intellectual
property protection mechanism and setting up enterprise culture conducive to independent

innovation, etc. )

Safeguard measures:
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Schedule and stage objectives:

Recommendation opinions from Municipal Science and Technology Bureau:
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