Circular of Chongqing People’s Government Office on Temporary Administration

Mcasures on Venture Investment Fund of Hi-tech Industry in Chongqing

08-26-2005

Related departments and units of municipal government:

"The temporary administration measures on venturc investment fund of hi-tech
industry in Chengging" has been approved by municipal government. Now print and

distribute it to you, pleasc implement according to it.

March 31st, 2005

The temporary administration mecasures on venture investment fund of hi-tech

industry in Chongqing

Chapter One General Provisions

Article One With the purpose of standardizing the management of venture investment
fund of important high-tech industry (hereinaficr referred as venture investment fund),
promotc the fund utilization rate and accelerate the development of high and new
technology industry, this measure is made under such condition.

Atticle two The venture investment fund referred here is the investment fund that are
used to pilot, support and develop high and new tech industry, determined by city
government and raised by city development and reform committee, hi-tech zone
administrative committee and city development investment Co. Ltd.

Article Three Initial capital resources: From 2005 to 2007, the high-tech zone
committee invests 60 million RMB annually, city development investment Co., L.td
50 million RMB annually and city development and reform committee 10 million

RMB annually. That sums to 0.36 billion RMB during the 3 years.
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Article Four The management condition of venturc investment fund invested by city
development investment Co., Ltd will not be taken into account for the assessment of
annual business resuft by municipal administratc committee of statc property.
Article Five Establish scientific management system of venture investment fund and
democratic decision-making mcechanism, standardize the utilization of venture
investment fund, lower down investment risk and promote investment efficiency.
Chapter Two Utilizing Scope of Venture Investment Fund

_ Article Six Establish individual management of account for venturc investment fund,
embark this fund for its specificd purpose only and make individual busincss
accounting.
Article Seven The invesunent orientation of venture investment fund should conform
to the principle of leading by government, stressing the key program and developing
collectively.
Article Eight In principle, the important high-tech program of venture investment
fund should locate in high-tech zone or the high-tech park of northen new district.
Meanwhile, the program should be in accordance with the following terms:
1. This program should have leading technology position in the trade and field, which
is also mature enough to enter into the phase of industrialization development. Give
prior support to the industrialization program with proprietary intellectual property
rights.
2. The product has broad markct outlook, with cvident fast growth quality and good
cconomic benefit. The program should have leading function in the collective
development of Chongqing high-tech industry zone.
3. The unit-sponsoring program should have good credit and faith, dynamic operation
mechanism, strong innovation ability. The corporate person of this unit should have

good morality.
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4. The actual total investment should be in principle around 0.1 billion RMB.

Article Ninc The venture investment fund can be used in the national high-tech
industry development program'’s local government counterpart fund.

Atticle Ten The proportion of venture investment fund to the investment amount of
cach program should not exceed 30% in principle, and not exceed 50% of the project
capital in principle.

Article Eleven For the important introduced project of venture investment fund, the
project sponsoring unit should have proprietary capital or tangible assets investiment
matching actual total investment of the project besides the intangible assets such as
technology. In principle, there should have one local enterprise participate in the
investment.

Chapter Three Opcration and Management Mode of Venture Investment Fund

Article Twelve Establishing joint meeting system on the management of Chonggqing
venture investment fund. The joint meeting is convoked by city government office,
participated by municipal development and reform committee, municipal scicnce and
technology committee, municipal economic committee, municipal financial bureau,
municipal information industry bureau, municipal state asset committee, management
committee of northern new district, management committee of high-tech zone and
city development investment Co. Ltd. The joint meeting can temporarily inform
related unit to participate the meeting according the necessity of negotiating item.
Article Thirteen The main negotiating items of joint meeting:

1. to decide the macro investment orientation of venture investment fund;

2. to examine and approve important venturc investment project and investment
amount;

3. to decide the capital exit mcchanism of venture investment fund;

4. to supcrvisc and inspect the utilization of venture investment fund;
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5. to coordinate and solve related important probletus;

6. to negotiate items of other joint meetings.

Article Fourteen The joint meeting should be leaded by vice sccretary-general of city
government who is responsible for the development and reform of science and
technology. The items negotiated on the mecting should be confirmed by mecting
minutes before implementation. The important items haven't decided by the joint
meeting should be reported to city official who is responsible for the development and
reform of science and technology. Implement it after approved. The items with
particular importance should be approved by mayor's working meeting.

Anticle Fifteen Found Chongging hi-tech industry venture investment Co., Lid
(hereinafter referred as venture investment Co.. Ltd). The register capital of venture
investment Co., Ltd is 0.36 billion RMB, which will be fully funded in three years,
The investment capital of municipal development and reform committee entrusts city
development investment Co., Ltd as financial contributor representative. The
investment capital of hi-tech zone entrusts innovation scrvice center of hi-tech zone as
financial contributor representative.

Atticle Sixteen Venture investment Co., Ltd. works together with innovation service
center of hi-tech zone, and city development investment Co., Ltd. sends personnel to
participate in the management of company. Venture investment capital is separately
calculated within individual account of venturc investment fund. The venture
investment Co., Ltd is responsible for the joint meeting and cach financial contributor.
Chapter Four Investment instruction of venturc investment fund

Article Fourteen The application of venture investment fund preject should be
completed after putting on record or being approved at entitled department. Then, the
project-undertaking unit can submit fund application to venture investment Co., Ltd.,

or be recommended to venture investment Co., Ltd by project superintending




department.

Article Eighteen Venture investment Co., Ltd firstly examines the submitted project,
and entrusts the selected projects to experts for consultation and evaluation on
investment feasibility.

Article Nincteen For the projects pass the experts' evaluation, venture investment Co.,
Ltd makcs investment proposal , and submit it to joint mecting for approval.

Article Twenty For the investment project confirmed by joint meeting, venture
investment Co., L.td should timely pay capital according to the project construction
schedule, and supervise and urge project owner make the matching capital
forthcoming.

Article Twenty-one Venture investment Co., Ltd should summarize and analyze the
operation condition of investment project regularly, evaluate metaphase and anaphase
of project and report to joint meeting.

Article Twenty-two After the investment project completes and starts operation,
venture investment fund can exit in the way laws and regulations are allowed such as
corporate purchasing, transference or counter-purchase of stock right, listing etc. The
exit mode is presented by venture investment Co., Ltd, and submitted to joint meeting
for decision and execution.

Article Twenty-thrce The calling-back and added value of venture investment and the
retention of added value of taxability arc accumulated into scparatc fund account of
venture investment Co., Ltd. The actual paid local tax of investment project in hi-tech
zone and northern new district should be invested into venture investment Co., Ltd. as
public accumulation fund in principle.

Article Twenty-four The losses occurs in the investment project should be handled
after venture investment Co., Ltd. submits treatment deliverance to joint meeting for

approval.




Chapter Five Obligation and Responsibility of Project Undertaking Units

Article Twenty-five To strictly perform  project contract, strengthen  project
management, enable the project proceed according to schedule.

Article Twenty-six Establish scparate financial account, ensure special fund for its
exclusive use. Embezzlement at any excuse is not allowed.

Article Twenty-scven Send financial statements and related tinancial materials to
venture investment Co., Ltd cach month, accept the supervision and inspection of
venture investment Co., Ltd. or other entrusted agency on the financial condition of
project, accounting credence, the utilization condition of venture investment fund cte.
report important status to venture investment in time.

Article Twenty-eight Other obligations and responsibilities stipulated in national law
and code.

Chapter Six Management Activation Mechanism

Article Twenty-nine The operation cost of venture investment Co., Ltd. is supported
by the financial budget of hi-tech zone. Venture investment Co., Ltd. is not allowed to
receive any cost from the owner of investment project.

Article Thirty For those managerial personnel have made great contribution; a proper
proportion of money can bc taken out to from the added value of investment fund to
reward them.

Article Thirty-one If the managerial personnel of venture investment Co., Ltd break
any law, code or other related requiremems,. shall be ascertained where the
responsibility lies,

Chapter Seven Supplementary Articles

Article Thirty-two The municipal science and technology venture investment fund,
municipal new-type industrialization special fund and municipal information industry

development special fund work together to support the important projects of venture
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investment fund. Municipal science and technology venture investment fund should
allocate at least 10 million RMB. Municipal new-type industrialization special tund
should dispcnd some capital on the loan discount interest for important projects.
Article Thirty-three Venture investment Co., Ltd formulates its administration rules
according to this temporary implementing measures. Implement after being cxamined
by joint meeting.

Article Thirty-four This temporary measures shall be exccuted from the date of print

and distribution.
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